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OFFICERS AND CONTROL

Board of directors

Abramo Galante
Raffaele Galante
Davide Galante
Guido Guetta
Stefano Salbe
Dani Schaumann
Bruno Soresina
Dario Treves

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

Chairman and managing director (1)
Managing director (1)

Director (2)

Director (3)

Director (1) (4)

Director (3)

Director (2)

Director (2)

(4) Financial reporting officer per Art. 1%is of Legislative Decree 58/98

Internal control committee
Guido Guetta

Dani Schaumann

Bruno Soresina

Compensation committee
Guido Guetta
Dani Schaumann
Bruno Soresina

Board of statutory auditors
Sergio Amendola
Franco Gaslini

Chairman
Standing auditor

Paolo Villa Standing auditor
Enrico Muscato Alternate auditor
Carlo Garzia Alternate auditor

The terms of office of the directors and statutanglitors will end with the shareholders' meetingj
approves the financial statements at 30 June 2014.

On 28 October 2011 the boarfidirectors granted to managing directors Abramta@e and Raffae
Galante powers of ordinary and extraordinary adsthiation, to be exercised individually up to ama
of €5,000,000 and jointly for amounts in excess of tigiire. The managing directors do not
authority over the matters reserved to the boardlicdctors or those reserved by law or by
company's by-laws to the shareholders.

By resolution of 7 Augst 2007, the board of directors appointed board beerStefano Salbe to |
position of financial reporting officer pursuantAet. 154 bis of Legislative Decree 58/98, granting
appropriate powers.

External auditors
Reconta Ernst & Young S.p.A.

At the meeting of 30 October 2007 the shareholdmmewed Reconta Ernst & Young's assignme
audit the separate and consolidated financialrsatés until approval of the accounts at 30 Jun2201
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INTERIM DIRECTORS' REPORT

1. GROUP STRUCTURE

The Digital Bros Group publishes, distributes aratkets video games on a worldwide scale.

Along with more than 20 years' experience in latai and distributing video games in the Italian
market (Italian Distribution segment), the Grours liBeveloped a process of upstream integration into
international video game publishing and distribatiinternational Publishing segment). The costs,
revenues, assets and liabilities from distributiideo games and DVDs through newsstands (in Italy
only) are shown in a separate Newsstands segmpatatons in the media industry, through the online
distribution and sale of video games and the sumlynternet digital entertainment (New Media

segment), have been discontinued.

The Holding segment is responsible for costs nactly associated with the operating segmentsdiste
above, but which are necessary for coordinatingu@ractivities. This includes the implementation of
sound financial policies to support the Group'srapens, management of the office buildings, brand

management, and so forth.
Group operations are divided into the five segmédatribed below.

Italian Distribution: the distribution in Italy of video games acquirfiedm international publishers. The

games are marketed directly, through key accourdsaanetwork of sales representatives.

This is conducted by Digital Bros S.p.A. under thalifax brand, and by the subsidiary Game Service

S.r.l., which specializes in rack jobbing (the esiYe management of gaming displays at retail &)ain
The Group also distributes Yu-Gi-Oh! trading caird#aly.

International Publishing: the acquisition of video game rights from develgpand their distribution by
way of an international sales network. These ommratdiffer from those of the Italian Distribution
segment because the games are produced undereliegtins international exploitation rights valid for

several years.
505 Games is the tradename used by the Group widedwthe International Publishing segment.

Publishing entails a greater risk of failure thastribution, but offers higher revenues and margfiike

products turn out to be best sellers.

International Publishing operations are handledhieysubsidiary 505 Games S.r.l. (coordinator), ttogre
with 505 Games France S.a.s., 505 Games Ltd., 308G US Inc., and Digital Bros Iberia S.| operating
respectively in the French, U.K., U.S. and Spanisiikets. The German company 505 Games GmbH and
the Swedish company 505 Games Nordic AB marketpifeelucts of 505 Games S.r.l. in German-

speaking countries and Scandinavia.
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New Media: this segment covers all forms of interactive eaiarhent distributed over the new media.
Digital entertainment content is provided over afela such as mobile phones, e-commerce, d-commerce
and IP TV, and was managed by the subsidiary Gaedid/Networks S.r.l. Due to unsatisfactory results,

the Group shut down the European online gamingapas/w.gametribe.conon 31 December 2009 and

subsequently discontinued operations in this segmen

Newsstands: the distribution of video games in Italy as newsgapr magazine add-ons, and the
distribution through newsstands of entertainmelstee publications. Operations in this segment are

conducted by the subsidiary Game Entertainmerit S.r.

Holding: the parent company, Digital Bros S.p.A., diredtigndles all coordination functions for the
different segments, including the management oktdiment property and corporate brands and the

implementation of financial policies to support Gpaoperations.
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The following chart presents the Group's structuyebusiness segment in the first three months ef th

year.
Digital Bros S.p.A.
‘ Distribution
\ Holding
100% 3 100% & 100% 100% 4 100% o 100% 4
Game Midia Game Game Digital Bros 505 Games S.r.l. I 505 Games
Neéwrolr 2 Entertainment Service Iberia S.I. France S.as.
o S.r.l. S.r.l.
l 100% l 100% l 100% llOO%
505 505 505 505
Games Games Games Games
UsS Inc. Ltd. Nordic AB GmbH
New Media Newsstands ‘ ‘ Distribution ‘ H International publishing

During the period the Group operated from the feitg locations:

Company Address Function
Digital Bros S.p.A. Via Tortona 37, Milan Offices
Digital Bros S.p.A. Via Petrella, Trezzano sul NdigdMI) Logistics
505 Games France S.a.s. 2, Chemin de la Chauderaieheville, France Offices
Digital Bros Iberia S.I. Calle Londres 38, Las Rozasvthdrid, Spain Offices
Game Entertainment S.r.l. Via Tortona 37, Milan Offices
Game Media Networks S.r.l. Via Tortona 37, Milan Offices
Game Service S.r.l. Via Tortona 37, Milan Offices
505 Games S.r.l. Via Tortona 37, Milan Offices
505 Games Ltd. Court Silbury Boulevard, Milton Keyng<. Offices
505 Games US Inc. Burbank Blvd. Suite 100, Woodlaitid, HCA, U.S.A. Offices
505 Games GmbH Brunnfeld 2-6, Burglengenfeld, Germany Offices
505 Games Nordic AB Dragarbrunnsgatan 45, 3 tr,sdlsp Sweden Offices

o)
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2. THE VIDEO GAMES MARKET

The video games market is a major segment of ttertamment industry. Movies, publishing, and toys
are businesses that often build on the same cleasaeind brands. Video games also share these
characteristics, and can be hits or flops dependimgonsumer response. At the moment, the video

games market is estimated to have outgrown cinemddame video combined.

The gaming industry owes its rapid growth to selvarmaderlying factors. First of all, constant
technological progress has made games increaspudiished in terms of look, playability and depth of
content. Next, the average age is constantly riamthose who start to play when young continugoto

so at a later age; this means that the numberayem keeps expanding and the market produces games
for an ever more mature audience. Growing justasif the market of video games for female players
who in recent years have become avid leisure tane.f

The video games market for the Sony Playstatiom@® Microsoft Xbox 360 performs in cycles, in
parallel with the life cycle of the consoles thelmss. With the rollout of a given console, the praf the
hardware and the video games is high, and relstiselall quantities are sold. Console and game grice
then gradually go down, as they progress from releases to maturity, but the quantities sold irexea
along with the quality of the video games. The gamearket for a given console usually peaks inifiis f

year on the market. The lifespan for consoles iisectly around seven years.

The value chain for the sector is fairly elaboratmsisting of five main figures who often play mahan
one role in the market:

Produttori
della console

Editori o
publisher

Sviluppatorio
developer

Distributori Rivenditori

Developers are those who create and program the,gahich is usually based on an original idea, ta ho
brand, a film, a book and/or a cartoon, but can &&e the form of simulation games that mimic spor
racecar driving, etc. The developers retain thellettual property rights, but they transfer the
exploitation rights—for a limited amount of time ragd by contract—to international video game
publishers, who are therefore crucial for complptthe game and giving it a global reputation and
clientele.

For developers, publishers are the links of theerahain that allow the game to reach the consuaser,
most of them are equipped with direct and indiszdes networks in various countries. They alsonfiea

the phases of development and implement commuaitatrategies to maximize international sales. The
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publisher decides on a game's release schedute, prternational sales policy, positioning, andkzaye

design, while taking on all of the risks and revgatitat the game may generate.

The console manufacturer is the company that desimgineers, produces and markets the hardware on
which the consumer plays the game. Sony is theotensanufacturer for Sony Playstation 3, Sony
Playstation 2 and Sony PSP; Microsoft is the cansodnufacturer for Microsoft Xbox and Microsoft

Xbox 360; and Nintendo is the console manufactimeNintendo DS, Nintendo Wii and Nintendo 3DS.

The console manufacturer also physically produbesgames, using its own printing equipment. The
game must be approved in advance by the manufactbreugh a process known as submission. Only
publishers selected in advance will be allowedubligsh games by the console manufacturer, according
to a licensing publishing agreement. The consolaufaturer and the video game publisher are often

one and the same.

The console manufacturer directly manages the erpitatform where players can interact with one
another from every corner of the globe. Games ealthe are fairly simple ones with relatively small
files to download, although the exclusive distribotof games through online channels is becomingemo
and more widespread. Online channels allow pubisst®eextend a product's life by releasing updates
even new episodes of especially popular games. Swnages the online channel PSN, Microsoft has
XBox Live, and Nintendo does business through Waré/

The role of the distributor varies from market tarket. The more a market is fragmented, like Isaltjie
more the distributor's role is integrated with tbéathe publisher—making it a sort of co-publisiieat
sets specific communication policies for a locatliance and takes care of public relations. In some
markets, like the U.K., dealers are highly concatett so publishers usually have a direct commercial
presence. The situation in France and Spain is wbere between that of the British and the Italian

markets, while the U.S. market is even more evothed its counterpart in the United Kingdom.

The dealer is the outlet where the consumer bugs ghme. Dealers can be international chains
specialized in the sale of video games, mass r€t@iés, specialized independent shops, onlinestor

web-based channels set up by the console manugactur

In Italy, the market is made up approximately 50%nmss retail outlets and 50% of independent,
specialized stores often grouped into chains. Thaeu has therefore set up an internal key account

network to serve the former and a team of saleeseptatives to serve the latter.
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3. SEASONAL TRENDS

The video game distribution market has some typgealsonal trends. Consumers are most likely to buy
in the autumn, due to the approaching holidaystaedmminent cold season when they spend more of
their free time indoors. This is why video game Imiiers prefer to launch their best products inobet

and November.

These trends have a strong impact on the struofute Group's income statement and balance shset.
far as revenues and costs are concerned, fixed tmsd to be under- or over-absorbed. Their higher
lower impact on margins is quite apparent in theosd quarter of the fiscal year (over-absorption of
fixed costs, hence greater margins in both absa@ute percentage terms), which is usually when the
Group makes 40-50% of its annual sales, and dihiadirst quarter of the year (July to Septembédrenv
fixed costs are under-absorbed and margins anditgpere lower), when less than 15% of revenues are
earned. In recent years this trend has been chasjghtly as publishers have begun to schedule new

releases, especially of soccer simulation gameshémonth of September.

The financial structure is also closely relatedhe pattern in sales. Net working capital risesdgadly
during the first few months of the year, due to #ieady increase in finished product inventoried an
trade receivables. For exactly the opposite reasordecrease in inventories and receivables—net
working capital tends to fall off during the secaid months. The same trend is reflected in netrianal

position, which reaches a high toward the closthefcalendar year.

Seasonal trends can be influenced by launchingrbducts at times other than the traditional Chrést
period. Specifically, quarter-on-quarter resulte egppear to be volatile depending on whether oranot
new game is released during the three-month pefioe launch of these products causes sales to tyild

just before the official release date, known ay/'alze."
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4. SIGNIFICANT EVENTS DURING THE PERIOD

There was only one significant event during thstfinree months of 2011-2012:

» 23 September 2011: Digital Bros France S.a.s.,eagldd by its sole shareholder Digital Bros

S.p.A., changes its name to 505 Games France S.a.s.
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5. ECONOMIC PERFORMANCE IN THE QUARTER ENDED 30 SEPTEM BER

2011

Below are the Group's results for the quarter er8e&eptember 2011, with comparative figures fer th

first three months of last year:

EUR/000 1Q 2011-2012 1Q 2010-2011 Change
1| Gross revenues 51,299 112.4%| 32,584 116.5%| 18,715 57.4%
2 | Revenue adjustments (5,650)| -12.4%| (4,612) -16.5%| (1,038)| 22.5%
3| Net revenues 45,649 100.0%| 27,972/ 100.0%| 17,677 63.2%
4| Purchase of goods for resale (24,586)| -53.9%)|(16,138) -57.7%| (8,448)| 52.3%
5 | Purchase of services for resale (2,771)] -6.1%| (265)| -0.9%| (2,506) n.a.
6 | Royalties (8,280)| -18.1%| (2,277)] -8.1%| (6,003) n.a.
7 | Change in inventories of finished products 2,416 5.3%| (1,806)] -6.5%| 4,222 n.a.
8 | Total cost of goods sold (33,221) -72.8%| (20,486)| -73.2%| (12,735) 62.2%
9 | Gross profit (3+8) 12,428 27.2% 7,486| 26.8% 4,942 66.0%
10| Other income 32| 0.1% 39] 0.1% (7)] -17.0%
11| Cost of services (4,707)| -10.3%| (3,447)| -12.3%| (1,260)| 36.6%
12| Rent and leasing (274)| -0.6%| (282)] -1.0% 8| -2.9%
13| Payroll costs (2,679)] -5.9%| (3,086) -11.0% 407| -13.2%
14| Other operating expenses (529)| -1.2%| (404)| -1.4%| (125)] 30.9%
15| Total operating expenses (8,189)| -17.9%| (7,219)| -25.8% (970)| 13.4%
16| EBITDA (9+10+15) 4,271 9.4% 306 1.1%| 3,965 n.a.
17| Depreciation and amortization (178)| -0.4% (195)| -0.7% 17| -9.1%
18| Provisions 0 0.0% 0 0.0% 0| 0.0%
19| Impairment losses 0 0.0% 0 0.0% 0| 0.0%
20| Impairment reversal 0 0.0% 0 0.0% 0| 0.0%
21| Total deprec./amort., provisions and impairment|  (178)| -0.4% (195)| -0.7% 17| -9.1%
22| EBIT (16+21) 4,093 9.0% 111 0.4%| 3,982 n.a.
23] Interest income 877| 1.9% 203 0.7% 674 n.a.
24| Interest expense (912)| -2.0%| (1,405)] -5.0% 493| -35.1%
25| Net interest income (expense) (35)] -0.1%| (1,202)] -4.3% 1,167|-97.1%
26 | Profit before taxes (22+25) 4,058 8.9%| (1,091) -3.9% 5,149 n.a.
27| Current taxes (1,325)] -2.9%| (387)] -1.4%| (938) n.a.
28| Deferred taxes (24)] -0.1% 661 2.4%| (685) n.a.
29| Total taxes (1,349)] -3.0% 274 1.0%| (1,623) n.a.
30| Net profit (26+29) 2,709] 5.9% (817)| -2.9% 3,526 n.a.
Earnings per share:
33| Basic earnings per share (in EUR) 0.20 (0.06) 0.26 n.a.
34| Diluted earnings per share (in EUR) 0.20 (0.06) 0.26 n.a.
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The first three months of the year have confirnfedupturn that began to emerge during the finattgua
of 2010-2011. In the international market, the Birto Wii game ZUMBA Fitness held the top spot on
the European (and particularly U.K.) charts foresal weeks after its release in April, and contthte

sell briskly during the first quarter.

The Group also enjoyed the success of the videedangby World Cup 2011, whose launch was timed

to coincide with the actual sporting event.

As it did in the first quarter of 2010-2011, thalian Distribution segment benefited from the reteaf
this year's version of the soccer simulation ganeeEolution Soccer (PES).

Gross revenues came€b1,299 thousand, an increase&®8,715 thousand (+57.4%), while net revenues
amounted t&45,649 thousand and increasedchy,677K (+63.2%).

Below is the breakdown of first-quarter revenuedhbginess segment for this and the previous year:

EUR/000 Gross revenues Net revenues
1Q11-12/1Q10-11 Change 1Q11-121Q10-11 Change
Italian Distribution 23,640 22,750 890 3.9%| 20,048/ 20,653 (605)] -2.9%
Newsstands D 193] (193)|-100.0% 0 186| (186)|-100.0%
New Media 0 0 0 0.0% 0 0 0 0.0%
International Publishing 27,659 9,641 18,018 n.a.| 25,601 7,133|18,468 n.a.
Total gross revenues 51,299 32,584| 18,715 57.4%| 45,649 27,972/17,677] 63.2%

Gross revenues in the Italian Distribution segnggatv by 3.9%, while net revenues decreased by 2.9%.
This reflects greater provisions for credit notede issued for potential returns, even if not péydy

contract.

Net revenues in the International Publishing sedgnmmeareased b¥18,468 thousand (froré7,133K in

the first quarter of 2010-2011 €25,601K), outpacing the rise in gross revenues.

No revenues were earned by the Newsstands segmerd aew products were distributed during the

period.

The cost of goods sold went up ®32,735 thousand (+62.6%), in line with the trendét revenues.

The increase in operations helped improve the grasf#t by €4,942 thousand, #©12,428K.

Operating expenses rose €970 thousand or 13.4%, growing by a slower pace teaenues. Most of
the increase is explained by a rise€&f260 thousand in the cost of services, due totgrealvertising
investments and transport costs in parallel with ghowth of revenues, which was partially offsetaby

decrease in payroll costs €407 thousand.
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As a result, EBITDA grew fron€306 thousand t&€4,271 thousand, for an increase€&3{965K with

respect to the previous year.

Depreciation, amortization, provisions and impaintnef €178 thousand refer exclusively to depreciation

and amortization and showed practically no change.

EBIT increased b¥3,982 thousand, frol11 thousand t64,093 thousand.

Net interest expense decreased figlyR02 thousand for the first quarter of 2010-2041.€35 thousand
this year, due mainly to the positive impact of dpgpreciation of the GBP/EUR and USD/EUR exchange

rates on the parent company's financial receivables

The net profit for the quarter ended 30 Septembéfd Zame t&2,709 thousand, compared with a loss of
€817 thousand for the first three months of last s an improvement &3,526K.

Basic and diluted earnings per share wa<0, compared with a loss 60.06 per share for the first
quarter of 2010-2011.

The Group's performance in its various businesmsetg, including through subsidiaries, is preseited

greater detail in Section 7.
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6. ANALYSIS OF THE STATEMENT OF FINANCIAL POSITION AT 30

SEPTEMBER 2011

The Group's balance sheet is shown below with coatipa figures at 30 June 2011

EUR/000 30 September 2011 30 June 2011 Change
Non-current assets
1| Property, plant and equipment 3,993 4,104 (111)] -2.7%
2 | Investment property 455 455 0 0.0%
3| Intangible assets 385 382 3 0.8%
4| Equity investments 0 0 0 0.0%
5| Non-current receivables and other assets 753 751 2 0.3%
6 | Deferred tax assets 5,185 5,159 (24)| -0.5%
Total non-current assets 10,721 10,851] (130)] -1.2%
Non-current liabilities
7 | Employee benefits (431) (460) 29| -6.3%
8| Non-current provisions (322 (316) (6) 2.2%
9| Other non-current payables and liabilitjes 0 0 0 0.0%
Total non-current liabilities (753) (776) 23| -3.0%
Net working capital
10| Inventories 32,577, 30,161 2,416 8.0%
11| Trade receivables 58,065 48,624 9,441 19.4%
12| Tax credits 1,233 1,642| (409)| -24.9%
13| Other current assets 3,7P0 7,326| (3,536)] -48.3%
14| Trade payables (15,12b) (11,353)] (3,772)] 33.2%
15| Taxes payable (7,112) (3,478)| (3,634) n.a.
16| Current provisions 0 0 0 0.0%
17| Other current liabilities (3,302) (3,076) (226) 7.3%
Total net working capital 70,126 69,846 280 0.4%
Capital and reserves
18| Share capital (5,644) (5,644) 0 0.0%
19| Reserves (19,395) (19,761) 366| -1.9%
20| Treasury shares 1,574 1,574 0 0.0%
21| (Profits) losses carried forward (3,036) (327)| (2,709) n.a.
Total capital and reserves (26,501) (24,158) (2,343)] 9.7%
Total net assets 53,593 55,763| (2170)| -3.9%
22| Cash and cash equivalents 6,345 4,750, 1,595 33.6%
23| Short-term payables to banks (47,804) (50,095)] 2,291 -4.6%
24| Other current financial liabilities (10,53D) (8,761)| (1,769)] 20.2%
Current net debt (51,989 (54,106)] 2,117 -3.9%
25| Non-current financial assets 0 0 0 0.0%
26| Non-current payables to banks (45) (27) (18)| 62.6%
27| Other non-current financial liabilities (1,559) (1,630) 71| -4.4%
Non-current net debt (1,604 (1,657) 53| -3.2%
Total net debt (53,593) (55,763) 2,170] -3.9%
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Net working capital was stable with respect to 80eJ2011, rising by jus280 thousand due mainly to
an increase 0€2,416 thousand in inventories and€%,441 thousand in trade receivables, which were
partially offset by a reduction &3,536 thousand in other current assets, an inciefa&®,772 thousand

in trade payables and a rise6®,634 thousand in taxes payable.

The growth of inventories is temporary, referringnrily to goods in transit at 30 September 2011

awaiting sale in early October.

An analysis of net working capital in comparisorihafigures at 30 June 2011 is provided below:

EUR/000 30 September 2011 30 June 2011 Change
Inventories 32,577 30,161 2,416
Trade receivables 58,065 48,624 9,441
Tax credits 1,233 1,642 (409)
Other current assets 3,790 7,326 (3,536)
Trade payables (15,12b) (11,353) (3,772)
Taxes payable (7,112) (3,478) (3,634)
Current provisions 0 0 0
Other current liabilities (3,302) (3,076) (226)
Total net working capital 70,126 69,846 280

Net debt decreased B%,170 thousand since 30 June, due mainly to a tiedua short-term payables to
banks and an increase in cash and cash equivalemtsh were only partially offset by a rise in othe

current financial liabilities.

For a more in-depth analysis of cash flow, seecthresolidated statement of cash flows (attached).
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7. PERFORMANCE OF BUSINESS SEGMENTS

Italian Distribution

Key results
Consolidated figures in EUR/000 Italian Distribution
1Q11-12 1Q10-11 Change
1| Revenues 23,640117.9% 22,750 110.2% 890 3.9%
2 | Revenue adjustments (3,592)17.9%| (2,097)] -10.2%| (1,495) 71.3%
3| Total revenues 20,048 100.0%| 20,653 100.0% (605)| -2.9%
4 | Purchase of goods for resale (14,366)71.7%| (13,861) -67.1%| (505) 3.6%
5| Purchase of services for resale 0 0.0% 0 0.0% 0 0.0%
6 | Royalties (10) -0.1% (4) 0.0% (6) n.a.
7| Change in inventories of finished produgcts 1,541 7.7% (290)| -1.4%| 1,831 n.a.
8| Total cost of goods sold (12,83%)-64.0%| (14,155) -68.5% 1,320, -9.3%
9| Gross profit (3+8) 7,213 36.0% 6,498 31.5% 715| 11.0%
10| Other income 7 0.0% 27 0.1% (20)| -74.0%
11| Cost of services (1,663) -8.3%| (1,366)] -6.6% (297)| 21.7%
12| Rent and leasing (198) -1.0% (190)| -0.9% (8) 4.4%
13| Payroll costs (1,068) -5.3%| (1,247)] -6.0% 181| -14.5%
14| Other operating expenses (277) -1.4% (254)| -1.2% (23) 9.0%
15| Total operating expenses (3,204)-16.0%| (3,057)] -14.8% (147)] 4.8%
16| EBITDA (9+10+15) 4,01 20.0%| 3,468 16.8% 548| 15.8%
17| Depreciation and amortization (120) -0.5% (130)| -0.6% 20| -15.8%
18| Provisions 0 0.0% 0 0.0% 0 0.0%
19| Impairment losses 0 0.0% 0 0.0% 0 0.0%
20| Impairment reversal 0 0.0% 0 0.0% 0 0.0%
Total deprec./amort., provisions and

21| impairment (110)| -0.6% (130)| -0.6% 20| -15.1%
22| EBIT (16+21) 3,906 19.5%| 3,338 16.2% 568| 17.0%

Gross revenues earned by the Italian Distributigngent came 623,640 thousand for the quarter, an

increase 0€890 thousand compared with the first three monthash year.

The breakdown of gross revenues by type of gantetdised is as follows:

EUR/000 10Q11-12 1Q10-11 Change

Distribution of video games for consoles 20,142 19,082 1,060 5.5%
Distribution of video games for PC/CD-ROM 1,142 987 155| 16.0%
Distribution of trading cards 2,147 2,843 (696)| -24.5%
Distribution of other products and services 430 42 388 n.a.
Financial discounts (221) (204) (17) 8.8%
Total gross Italian Distribution revenues 23,64( 22.750 890 3.9%
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For a better understanding of gross revenues frandistribution of console games, the followingléab

shows units sold and revenues per console:

EUR/000 1Q11-12 1Q10-11 Change
Units | Revenues Units | Revenueg Units| Revenues
Sony Playstation 2 6,685 43 19,865 142| -66.3% -69.9%
Sony Playstation 3 319,982 12,421| 244,268 11,985 31.0% 3.6%
Nintendo Wii 54,734 1,440 33,411 1,100| 63.8% 30.9%
Microsoft Xbox 360 134,182 4,948, 66,675 3,190| 101.2% 55.1%
Nintendo DS/DSI 90,020 1,155 84,032 1,719] 7.1% -32.8%
Sony PSP 13,221 134 44,866 933| -70.5% -85.6%
Other consoles 146 1 1,274 13| -88.5% n.a.
Total console revenues 618,9#5 20,142 494,391 19,082 25.2% 5.5%

In the table above we can see how the percentasera revenues from certain consoles, such as Sony
Playstation 3, Nintendo Wii and Microsoft Xbox 3&@gs lower than the increase in units sold, dudeo

decline in average unit prices as shown clearlgwel

EUR/000 1Q11-12 1Q10-11 Change

Sony Playstation 2 6.40 7.10 -10.5%
Sony Playstation 3 38.80 49.20 -21.1%
Nintendo Wii 26.30 33.00 -20.3%
Microsoft Xbox 360 36.90 47.90 -23.0%
Nintendo DS 12.80 20.50 -37.3%
Sony PSP 10.10 20.80 -51.2%
Weighted average price 32.50 38.70 -15.9%

The above table emphasizes the typical price tréndthe video games market. Games for new-
generation consoles (Sony Playstation 3 and Mid¢re€mox 360) are priced above average, while games
for older ones cost less, and their prices contiougo down until the console is completely phagetd
When a console is mature, price drops are steapkrttee games cost well below average. Generally
speaking, games for handheld consoles (Nintendcaixs Sony PSP) cost less than games for other
hardware. Due to the above, the weighted averagé peice 0f€32.50 is 15.9% lower than ti§38.70

reported for the first three months of last year.

The next table shows how video games for new-gé¢ineraonsoles account for a higher share of

revenues than games for older consoles.

EUR/000 1Q11-12 1Q10-11

Sony Playstation 2 0.2% 0.7%
Sony Playstation 3 61.7% 62.9%
Nintendo Wii 7.2% 5.8%
Microsoft Xbox 360 24.6% 16.7%
Nintendo DS 5.7% 9.0%
Sony PSP 0.6% 4.9%
Total console revenues 100% 100%

The quarter benefited from the successful launcthefPro Evolution Soccer 2012 simulation game in

the version for Sony Playstation 3 and MicrosoftoXiB860, and of Deus Ex for the same consoles.
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Because these were the two main releases duringuidrter, the combined weight of the two platforms

increased to 86.3% of total console revenues.

Net revenues amounted €80,048 thousand, a decrease of 2.9% on the fiestt@uof 2010-2011. This
reflects greater provisions for credit notes toissuied for potential returns, even if not payabye b

contract.

The gross profit, a€7,213 thousand, increased ®¥15 thousand and came to 36% of net revenues, up

from 31.5% the previous year.

Operating costs rose during the perioceliy7 thousand. This is the net impact of an incréasiee cost

of services (+21.7%) due to greater advertisingstments, less a 14.5% decline in payroll costs.

As a result, EBIT increased 568 thousand with respect to the first three mowthkast year, from
€3,338 thousand 63,906 thousand.
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New Media

Comparative results for the New Media segment ateeported, as the group shut down the European

gaming portal www.gametribe.com on 31 December 2009

Starting with the next half-year this segment wiltlude revenues and costs from the distribution of
games over the Internet, and for the most pargmesgs and costs from games published on Sony PSN,

Microsoft Xbox Live and Nintendo Wii Ware.
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I nternational Publishing

Key results
Consolidated figures in EUR/000 International Publshing
1Q11-12 1Q10-11 Change
1| Revenues 27,6599108.0% 9,641 135.2%| 18,018 n.a.
2 | Revenue adjustments (2,058) -8.0%| (2,508)| -35.2% 450| -17.9%
3| Total revenues 25,601 100.0%| 7,133| 100.0%| 18,468 n.a.
4| Purchase of goods for resale (10,220989.9%| (2,171)] -30.4%| (8,049) n.a.
5| Purchase of services for resale (2,772010.8%| (233)] -3.3%| (2,538) n.a.
6 | Royalties (8,270) -32.3%| (2,273)] -31.9%| (5,997) n.a.
7| Change in inventories of finished products 875 3.4%| (1,516)| -21.3%| 2,391 n.a.
8| Total cost of goods sold (20,386)-79.6%| (6,193)| -86.8% | (14,193) n.a.
9| Gross profit (3+8) 5,215 20.4% 940| 13.2%| 4,275 n.a.
10| Other income 25 0.1% 12 0.2% 13 n.a.
11| Cost of services (3,009) -11.8%| (2,031)] -28.5%| (978)| 48.2%
12| Rent and leasing (76) -0.3% (92)] -1.3% 16| -17.3%
13| Payroll costs (1,298) -5.1%| (1,525)| -21.4% 227| -14.9%
14| Other operating expenses (200) -0.8% (125)| -1.7% (75)| 60.5%
15| Total operating expenses (4,583)-17.9%| (3,773)] -52.9% (810)] 21.5%
16| EBITDA (9+10+15) 657, 2.6%| (2,821)] -39.6%| 3,478 n.a.
17| Depreciation and amortization (47) -0.2% (44)] -0.6% (3) 6.9%
18| Provisions 0 0.0% 0 0.0% 0 0.0%
19| Impairment losses 0 0.0% 0 0.0% 0 0.0%
20| Impairment reversal 0 0.0% 0 0.0% 0 0.0%
Total deprec./amort., provisions and

21| impairment 47| -0.2% (44)] -0.6% (3) 6.9%
22| EBIT (16+21) 610, 2.4%| (2,865)] -40.2%| 3,475 n.a.

The first three months of the year have confirnfedupturn that began to emerge during the finattgua
of 2010-2011. In the international market, the Bitto Wii game ZUMBA Fitness held the top spot on

the European (and particularly U.K.) charts foresal weeks after its release in April, and contthte

sell briskly during the first quarter.

The Group also enjoyed the success of the videedangby World Cup 2011, whose launch was timed

to coincide with the actual sporting event.

Gross revenues increasedé#8,018 thousand, frof0,641 thousand in the first quarter of 2010-2011 to
€27,659K, while net revenues grew €18,468 thousand (frof7,133K to€25,601K).
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Revenue adjustments include discounts granteddmers at the end of the contractual period (known
as year-end discounts), and an estimate of potemgdit notes that the Group will have to issueaas

result of returned merchandise and/or price diffeats granted to customers to make up for product
obsolescence, which is common practice in the natiesnal markets. The decrease in revenue
adjustments reflects the popularity of ZUMBAitness and Rugby World Cup 2011, meaning that the

costs required for potential price reductions tgdsa were minimal.

As in the Italian Distribution segment, the Grogpstrongly oriented toward games for consoles. The

breakdown of gross revenues by type of video ganpedsented in the table below:

EUR/000 1Q11-12 1Q10-11 Change

Publishing of video games for consoles 27,891 9,436 17,955 n.a.
Publishing of video games for PC/CD-RQM 268 205 63| 30.9%
Gross revenues 27,659 9,641 18,018 n.a.

For a better understanding of gross revenues frmmate games in the International Publishing segmen

the following table shows units sold and revenwsrscpnsole:

EUR/000 1Q11-12 1Q10-11 Change
Units | Revenues Units | Revenueg Units| Revenues
Sony Playstation 3 330,695 8,973] 47,682 898 n.a. n.a.
Nintendo Wii 507,894 9,880 197,803 3,952 n.a. n.a.
Microsoft Xbox 360 319,42y 8,288 75,126 1,547 n.a. n.a.
Nintendo DS 23,154 242| 224,495 2,986| -89.7% -91.9%
Sony PSP 81b 8 4,077 53| -80.0% -85.5%
Total console revenues 1,181,985 27,391] 549,183 9,436 n.a. n.a.

The success of ZUMBAFitness and Rugby World Cup 2011 had a positifieénce on the sale of
games for Nintendo Wii and Microsoft Xbox 360 ama Microsoft Xbox 360 and Sony Playstation 3,

respectively.
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The following table reports average weighted prizgsype of console:

EUR/000 1Q11-12 1Q10-11 Change
Sony Playstation 3 27.1 23.7 14.5%
Nintendo Wii 19.5 20.0 -2.6%
Microsoft Xbox 360 25.9 20.6 26.0%
Nintendo DS 10.5 13.3 -21.4%
Sony PSP 9.4 12.9 -27.4%
Average price 23.2 17.2 34.9%

The growth of average game prices for Microsoft XI860 and Sony Playstation 3 are of little
significance, because in the first quarter of thevipus year no games were launched for these two
consoles. Meanwhile, the average price for Nintevwiogames was basically unchanged, since only one

product (“Grease”) was released in the previougoger

Services for resale refer to localization, videangarating and quality assurance services and tbtale
€2,771 thousand, up fror8233 thousand the previous year, reflecting the drighumber of games

released this quarter.

Royalty costs increased B%,997 thousand, in line with the trend in net rexen

The growth of inventories was caused by the segmenhsiderable increase in activity, as well &s th

goods in transit at 30 September 2011 awaitingiaadarly October.

As a result of the above, the gross profit incrdasg€4,275 thousand, fror940 thousand in the first
quarter of 2010-2011 #5,215K this year.

Operating expenses were up €810 thousand, fror83,773 thousand t64,583 thousand. The cost of
services rose bg978 thousand (+48.2%), due to higher advertisingstments and transport costs in

line with the increase in turnover. Payroll costsrgased bg227 thousand.

The above performance led to EBIT&810 thousand, compared with a nega@i2e865 thousand for the
first quarter of the previous year, for an improesmof€3,475K.
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Newsstands

Key results
Consolidated figures in EUR/000 Newsstands
10Q11-12 1Q10-11 Change

1| Revenues 0 0.0%| 193] 103.9%) (193)| -100.0%
2 | Revenue adjustments 0 0.0%| (7)| -3.9% 7 0.0%
3| Total revenues D 0.0%| 186|100.0%|(186)| -99.8%
4| Purchase of goods for resale 0 0.0%| (106)| -56.9%| 106| -100.0%
5| Purchase of services for resale 0 0.0%| (32)| -17.5%| 32| -100.0%
6 | Royalties 0 0.0% 0| 0.0% 0 0.0%
7 | Change in inventories of finished products 0 0.0% 0 0.0% 0 0.0%
8| Total cost of goods sold D 0.0%|(138)| -74.3%| 138|-100.0%
9 | Gross profit (3+8) 0] 0.0%| 48| 25.7%]| (48)|-100.0%
10| Other income 0 0.0% 0| 0.0% 0 0.0%
11| Cost of services D 0.0%| (19)| -10.1%| 19| -100.0%
12| Rent and leasing 0 0.0% 0 0.0% 0 0.0%
13| Payroll costs 0 0.0% 0 0.0% 0 0.0%
14| Other operating expenses 0 0.0% 0 0.2% 0 0.0%
15| Total operating expenses D 0.0%| (19)| -10.0%| 19|-100.0%
16| EBITDA (9+10+15) 0] 0.0% 29| 15.7%| (29)|-100.0%
17| Depreciation and amortization 0 0.0% 0 0.0% 0 0.0%
18| Provisions 0 0.0% 0 0.0% 0 0.0%
19| Impairment losses 0 0.0% 0 0.0% 0 0.0%
20| Impairment reversal 0 0.0% 0 0.0% 0 0.0%
21| Total deprec./amort., provisions and impairment| 0 0.0% 0| 0.0% 0 0.0%
22| EBIT (16+21) 0] 0.0% 29| 15.7%]| (29)|-100.0%

No new products were distributed through newsstaudigg the first quarter of the year. In the fittstee
months of 2010-2011 this segment produced EBId28fthousand.
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Holding

Key results
Consolidated figures in EUR/000 Holding

10Q11-12 1Q10-11 Change
1| Revenues 0| 0.0% 0| 0.0%| 0| 0.0%
2 | Revenue adjustments 0 0.0% 0| 0.0%| 0| 0.0%
3| Total revenues 0| 0.0% 0| 0.0% 0] 0.0%
4| Purchase of goods for resale 00.0% 0| 0.0%| 0| 0.0%
5| Purchase of services for resale 00.0% 0| 0.0%| 0| 0.0%
6 | Royalties 0| 0.0% 0| 0.0%| 0| 0.0%
7 | Change in inventories of finished products 00.0% 0| 0.0%| 0| 0.0%
8| Total cost of goods sold D 0.0% 0| 0.0% 0| 0.0%
9| Gross profit (3+8) 0] 0.0% 0| 0.0% 0| 0.0%
10| Other income 0| 0.0% 0| 0.0%| 0] 0.0%
11| Cost of services (33) 0.0% (31)| 0.0%| (4)|11.7%
12| Rent and leasing 0| 0.0% 0| 0.0%| 0| 0.0%
13| Payroll costs (315)|] 0.0%| (314)] 0.0%| (1)| 0.3%
14| Other operating expenses 52)0.0% (25)| 0.0%] (27)| n.a.
15| Total operating expenses (402) 0.0%| (370)] 0.0%|(32)| 8.6%
16| EBITDA (9+10+15) (402)] 0.0%| (370)] 0.0% |(32)|-8.6%
17| Depreciation and amortization (21) 0.0% (21)| 0.0%| 0| 0.0%
18| Provisions 0| 0.0% 0| 0.0%| 0| 0.0%
19| Impairment losses 0 0.0% 0| 0.0%| 0| 0.0%
20| Impairment reversal D 0.0% 0| 0.0%| 0| 0.0%
21| Total deprec./amort., provisions and impairment| (21)| 0.0% (21)| 0.0% 0| 0.0%
22| EBIT (16+21) (423)] 0.0%| (391)] 0.0%](32)|-8.1%

The Holding segment's operating loss increase@3@ythousand, frome391 thousand the previous year
to €423 thousand.

Operating expenses include directors' fees appravete latest shareholders' meeting and genedal an

entertainment expenses not allocable to other setgme
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8. INTERCOMPANY AND RELATED PARTY TRANSACTIONS AND
ATYPICAL/UNUSUAL TRANSACTIONS

All intercompany and related party transactionshimitthe Digital Bros Group are conducted at arm's
length.

The main intercompany transactions are the saleiddo games by 505 Games S.r.l. to the local
distributors. 505 Games S.r.l. bills royalties be tAmerican subsidiary 505 Games US Inc. for Igcall
distributed products, and also bills it for expenseurred on its behalf, namely administrationaficial

management and information services.

The companies 505 Games GmbH and 505 Games NoBRljpeform marketing activities only, and bill

their local marketing expenses to 505 Games &nd.505 Games Ltd., respectively.

505 Games Ltd. bills 505 Games S.r.l. for a portdrihe payroll costs incurred for game developers

based in the United Kingdom, and for expenses paidehalf of its Italian parent.

More minor transactions consist of administratifieancial, legal/advisory and general services Hrat

usually performed by Digital Bros S.p.A. for otmembers of the Group.

The parent company also provides a centralized oc@stagement service, using giro accounts to which
the positive and negative balances between Groupanies are transferred at least once per quarter,

including through the transfer of receivables. @beounts do not bear interest.

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

consolidation scheme.

During the quarter, to optimize the group's finahecesources, 505 Games S.r.l. transferred to @igit
Bros S.p.A. its receivables from NBG EDV GmbH ie timount 0€1,732 thousand.

In the interim management statement at 30 Septe@ikt, all effects of intercompany transactions on

the balance sheet and income statement have heenatéd.

Related party transactions concern the legal cdynmsegided by director Dario Treves, and the proper
leasing arrangement between Matov Immobiliare .Sowned by the Galante family) and the parent
company and 505 Games France S.a.s.

The effects of related party transactions are dised in Note 13.

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

Pursuant to Art. 2428 (2.3) of the Italian Civil €& at 30 September 2011 Digital Bros S.p.A. owned
525,247 treasury shares.

Pursuant to paragraph 2.4 of that article, we reph@t in the first quarter of 2011-2012 the compan

neither purchased nor disposed of treasury shares.

10. RESEARCH AND DEVELOPMENT

The Group did not engage in research and developdueimg this or the previous periods.
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11. RISK MANAGEMENT

The Group has implemented a risk mapping processwhich the directors and the front-line
organizational units attend coordination meetinglsl hthroughout the year. Their work is summarized i
a risk matrix that is prepared and regularly rexadvby the executive director in charge of contwdip
attends the coordination meetings. In individuaarts, each separate risk is described, given asgros
rating according to a probability/impact grid, aaskigned a net rating on the basis of mitigatirgofs
and/or steps taken to reduce and monitor the Tibk. executive director is assisted in this taskhey

Internal Control Committee.

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

terms of operations and financial reporting.

The thoroughness of the risk map and the ratingsebfrisk are assessed jointly by the two managing

directors and by the executive director in chargeootrol.

Risks fall into one of two types: operational rigked financial risks.

Operational risks

The most significant operational risks are:

« dependence on hardware and its success;

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

e ability to publish popular games;

e piracy;

e product obsolescence;

e dependence on key employees.

Dependence on hardware and its success

This is the risk of depending on the success ofhtrelware for which games are designed. Most of the
Group's revenues come from the sale of video gdorethe Sony Playstation 3, Microsoft Xbox 360,
Nintendo Wii and Nintendo DS consoles. When sigrandevelopment contract, the Group has to pay
advances for a game's design and production obasis of projected demand for these platforms, lwhic
takes account of their estimated lifecycles. Amem judging the potential of each gaming platfaram
lead to a drop in revenues or, if underestimateldsa of sales potential, with consequences farréut

performance.
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The existence of market research, management'didatyi with the market, and the availability of
historical data on hardware ownership are mitigatfactors. The Group has also implemented a
procedure to analyze all of its current developnmnitracts every six months, in an attempt to lower
costs, and a contract acquisition procedure thatimes accurate economic projections to be maderdef

signing, by testing future profitability on the sef different market scenarios.

Dependence on key customers and bad debt risk

During the year, the revenue concentration of dipelid customers worldwide was about 51%, and that o
the top 50 customers was 83%. For the next fewsytter level of concentration is expected to rise,
especially since the Group's revenues are projactegtow in markets like the United States and the
United Kingdom, where sales depend on a relatively number of dealers. The concentration of
revenues on a few key customers makes the Grougndept on their business, which in today's volatile
economy requires greater prudence in terms of gyashd a better selection of products in terms of
quality. The smaller number of customers also mses credit risk. This is mitigated, however, by th

fact that the Group's projected sales in Italylass concentrated than in other markets and wiltinae

to make up a significant percentage of total reesnat least for the imminent future. The extensise

of credit insurance will also reduce potential &msen bad debts.

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

See the credit risk section for details.

Hardware lifecycles

The Group mainly distributes video games for thayS®Blaystation 3, Microsoft Xbox 360, Nintendo Wii
and Nintendo DS consoles, which have traditiona#ig a lifecycle of seven years. Although it curkent
appears that this lifecycle could be extended Hinerfeatures and by new technologies for the classo
now on the market, it could also be drasticallyrsfeed once the consoles mature, especially it 6§h

the international economic crisis. The lifespanthefir predecessors could also be far shorter tiaunght.

The potential volatility of the market makes itfitifilt to predict results.

This risk is mitigated by the fact that the Grougn csignificantly reduce operating costs on games

scheduled for future release, depending on the#starend in consumption.

Ability to publish popular games

The video games market, like the entire entertaitniedustry, is exposed to many risks outside the
Group's control. These include the popularity ofebsgties and sports, the platforms players favor,
demographic changes in consumption, and the rissttefr forms of entertainment. If the Group were
unable to please consumers and keep up with thedspiechange, its revenues and margins could be

deeply affected and its targets could be diffitoilneet. This risk is mitigated by the Group's epeed

36
Digital Bros Group: Interim Management Statement at 30 September 2011




management and by its content acquisition procedulih involves closely analyzing the sensitivity

a product's performance to such negative scenarios.

Piracy

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

reduce this risk substantially, although it vasearply from one country to the next.

If piracy were to increase, due in part to a wealgof today's legislation, the Group's sales amatigins
could go down and its forecasts might no longerdtiable. This risk is mitigated by the fact thadeo
game producers (Microsoft, Sony and Nintendo) earbstantial profits from their game production
businesses and it is thus to their advantage teldp\anti-piracy measures. The increasing use lxien
features, or even parts or episodes of games thairdy available on the servers of Microsoft, Sang

Nintendo, allows better control over authenticitylaleprives bootlegs of much of their interest.

Product obsolescence

Entertainment industry products quickly become ¢disp and video games are no exception. A game
that is positioned at a certain price is then réjpoed at gradually lower ones. The launch pri€eao
game is usually high during the launch of the ct;msand then decreases throughout the lifecyctief

hardware.

The decision to invest in a certain game is ofteenyears before its actual release. Managemert mus
therefore make estimates of the retail prices toffered in subsequent periods. A sudden acceberiti
the obsolescence of the game or its supportingweaed could reduce retail prices, to the detriment o

revenues and margins.

In the Italian Distribution segment, purchasingigiens in terms of volumes are often made months in
advance, while the contract is being negotiatedh pitblishers, so it is possible that these gaméls wi
remain unsold and require writedowns for obsoleseemhis risk is mitigated by the possibility t@uee

the production, marketing and royalty costs paiddavelopers, thereby minimizing the impact on
margins; by awareness of the lifecycles of eariensoles and advance information on new gaming
platforms; and by the chance to ask publishersréirates to offset inventory impairment losses,

especially for games that do not sell well.

Dependence on key employees

Whether the Group is successful depends largelthemperformance of some key individuals who have

made a solid contribution to its development argLiaed valuable experience in the industry.
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The Group has an executive team (chairman, manaljiegtor and CFO) with many years' experience in
the sector and a decisive role in the managemeits bfisiness. Losing the services of these indadisl

without their being suitably replaced could haveemative impact on the Group's performance and
financial position, and in particular could affethe process of understanding, appreciating and

monitoring risks.

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

continuity in the handling of business affairs.

Financial risks

The main financial instruments used by the Groepaarfollows:

« Bank account overdrafts

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

e Export financing

« Commercial credit lines (factoring)

* Long-term mortgage loans

« Finance leases

* Derivative contracts

The purpose of these instruments is to financésttoeip's operating activities.

The parent company Digital Bros S.p.A. managefralhcial risks on behalf of itself and its subaits,
with the exception of other financial instrumentg hsted above, namely trade payables and reckeisab
arising from operating activities for which the dimcial risk is the responsibility of the individual

company.

Since 2007-2008 the subsidiary 505 Games S.r.l.elngsyed its own independent credit facilities to
finance its international growth, and since Apilld the subsidiary 505 Games Ltd. has had access to
two international factoring lines, granted by Ueitdit Factoring (5 million British pounds) and byeth

Intesa San Paolo company Mediofactoriég fnillion).

The Group tries to maintain a balance between gbort and medium/long-term financial instruments.
The Group's core business, the marketing of videuoeas, entails investments primarily in net working
capital which are funded through short-term créidiés. Long-term investments are normally financed
through medium/long-term lines, often dedicatedhe individual investment, in the form of finance
leases.
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Given the above, medium- and long-term financigiides have a well-distributed range of maturities.

The main risks generated by the Group's finanogttuments are:

* interest rate risk
« liquidity risk
* exchange rate risk

* creditrisk

Interest rate risk

The Group's exposure to interest rate fluctuatiesmaarginal with respect to its medium- and longrte
financial instruments, which were originally desaggd as fixed-rate instruments or have been caetvert

into fixed rates using appropriate derivative agrests.

For short-term financial instruments, the posdipitif rising interest rates is an effective riskchuse the

Group cannot immediately transfer the higher raddts prices. These risks are reduced by:

< the availability of an interconnected series ofrstterm credit lines, allowing it to borrow under
the most favorable conditions. Specifically, thanpany has access to fiduciary credit whose
conditions are less volatile than interest rates;

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

e the implementation of short-term cash flow procedinat constantly monitors the trend in short-

term debt and allows preventive action to be takkean interest rates are expected to rise.

Liquidity risk

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

financial resources needed to operate the business.

The factors that influence the Group's financiabd® are the resources generated or absorbed by
operating and investing activities; the maturitg aenewal terms of debt and the liquidity of investits;

and current conditions and available funds in tieglit market.

The Group has reduced this risk by:

e setting up the centralized management of treasurgeplures and therefore of credit lines;

e obtaining credit that allows the creation of a aumgble liability structure, through the use of
irrevocable credit lines and medium- or long-teaarls;

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

any case to determine financial requirements wedbd of time.

Exchangerate risk

The Group is not heavily influenced by exchange rfhictuations, with the exception of the British
pound. Purchases in currencies other than theaarmarginal, and are almost entirely in Britishupds
and U.S. dollars due to the manufacturing and stratcosts of the subsidiaries 505 Games Ltd.50

Games US Inc.

Royalties on international video game exploitatigghts are paid partly in Japanese yen. Paymeats ar
made in advance, so the Group knows the actualbéeeyalties ahead of time and is able to tranafer

higher charges due to exchange rates onto itsgarice

The Group's exposure in USD due to the openingefunited States subsidiary is mitigated by the fac
that it has many game development contracts indimaency, so any negative changes in the EUR/USD
exchange rate would cause license costs to go upvduid also produce exchange gains on payments

received (the reverse also holds true).

To monitor the risk level of the EUR/GBP exchanggey the Group closely monitors exchange rate
forecasts from independent analysts and other ssurand requests frequent quotes on derivative

instruments that could be used to hedge this risk.

The Group has obtained a credit line of GBP 5 arillirom UniCredit Banca, for flexible forwards,

which at the moment is not being used.

Credit risk

In Italy the Group sells exclusively to known bugetf necessary information on customers is not

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

In the highly fragmented Italian distribution matkesks are not concentrated on any individualtdeh

Customer credit facilities are granted by a credihmittee which includes the managing directors, th
sales department, the finance department and tek dfecredit management. The credit manager reviews
the credit facilities and customer balances onily #hasis, before any shipments are made. Dedpétget
precautions, Digital Bros has insurance coveringebsl that the credit committee deems less solvent
and/or those with credit facilities @250 thousand t€1500 thousand. The insurance policy does not

eliminate all credit risk on the buyers covered, dansiderably limits potential losses.
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All foreign subsidiaries have taken out credit e with the same global insurance group. Thditcre
policy is never to exceed the limits of coveragedach individual customer, thereby limiting theaobe
that any difficulties faced by customers will affélte Group's performance.

Derivative contracts

The policy for using derivative contracts is expéad in the notes.
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12. CONTINGENT ASSETS AND LIABILITIES

There were no contingent assets or liabilitieslaS8ptember 2011.

13. SUBSEQUENT EVENTS

The following significant events have occurred si86 September 2011

e 26 October 2011: the subsidiary 505 Games S.rd.Majesco Entertainment Company sign an
agreement for the publishing and distribution of MBIA® Fitness 2 and another twelve titles.
Management estimates that the agreement will brirmbout€30 million in revenues in 2011-
2012.

e 27 October 2011: the annual general meeting oft&ligiros S.p.A. approves the consolidated
and separate financial statements for the yeardeelJune 2011 and elects a new board of
directors and board of statutory auditors, whosm tef office will expire with approval of the
2013-2014 financial statements.
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14. OUTLOOK

The reversal of trend enjoyed in the final quade010-2011 is expected to continue in the coming

quarters, allowing the year to close with a profit.

In addition to ongoing sales of Zumba® Fitness, ftilwing games are likely to drive revenues ie th

Publishing segment:

e Zumba® Fitness 2 for English-speaking markets ia #econd quarter, and for the main
European markets (Germany, France and Italy) inhing;
*  Sniper Elite, a war simulation game, to be launaoweddwide (including the U.S.) in the fourth

quarter of the year.

The most significant products scheduled for relgaskaly, which will boost revenues in the Italian
Distribution segment, are "Mario & Sonic at the Hon 2012 Olympic Games" (second quarter) and the
latest installments of "Silent Hill," "Resident Evand "Final Fantasy" (third quarter). Good resudre

also expected from the distribution of Yu-Gi-Ohdding cards in Italy.

The upward trend in earnings, and the inventoryicédn policy the Group has followed since lastryea

are likely to allow a significant reduction in débt year end.
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15. OTHER INFORMATION

EMPLOYEES

Below are the details of the period-end workforéthwomparative figures at 30 September 2010:

Category 30 September 2011 30 September 201( Change
Executives 8 8 0
\White collar 131 137 (6)
Blue collar and trainees 10 13 (3)
[Total employees 149 158 (9)
The same details for employees at the Group'sgoredmpanies are as follows:

Category 30 September 2011 30 September 201( Change
Executives 3 3 0
\White collar 55 56 (1)
[Total employees abroad 58 59 (1)

The average headcount for the period, calculatetthe@siverage number of employees in service at the

end of every month, is shown below:

Category Avg. in 1Q1117 Avg. in 1Q10-11 Change
Executives 8 8 0
\White collar 132 136 (4)
Blue collar and trainees 9 12 (3)
[Total employees 149 156 (7)

The average headcount at foreign companies inrteliree months of the year is as follows:

Category Avg. in 1Q1117 Avg. in 1Q10-11 Change
Executives 3 3 0
\White collar 55 54 1
[Total employees abroad 5§ 57 1

Digital Bros and its Italian subsidiaries use thenfeommercio national collective employment cortrac

for the commercial, distribution and services secto

ENVIRONMENT

At 30 September 2011 there were no issues of amoemvental nature, and as the Group's environment-

related activities consist chiefly of packing ardpping video games and affixing labels to packggin

there is no reason any such problems should arise.
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Financial statements at 30 September 2011
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FINANCIAL STATEMENTS

Digital Bros Group

Consolidated statement of financial position at 3Geptember 2011

EUR/000 30 September 201{1L 30 June 2011 Change
Non-current assets
1| Property, plant and equipment 3,993 4,104 (111)] -2.7%
2 | Investment property 455 455 0 0.0%
3| Intangible assets 385 382 3 0.8%
4| Equity investments 0 0 0 0.0%
5| Non-current receivables and other assets 753 751 2 0.3%
6 | Deferred tax assets 5,185 5,159 (24)| -0.5%
Total non-current assets 10,721 10,851] (130)] -1.2%
Non-current liabilities
7 | Employee benefits (431) (460) 29| -6.3%
8 | Non-current provisions (322 (316) (6) 2.2%
9| Other non-current payables and liabilitjes 0 0 0 0.0%
Total non-current liabilities (753) (776) 23| -3.0%
Net working capital
10| Inventories 32,577 30,161 2,416 8.0%
11| Trade receivables 58,065 48,624) 9,441 19.4%
12| Tax credits 1,233 1,642 (409)| -24.9%
13| Other current assets 3,790 7,326 (3,536)| -48.3%
14| Trade payables (15,12b) (11,353)] (3,772)] 33.2%
15| Taxes payable (7,112) (3,478)| (3,634) n.a.
16| Current provisions 0 0 0 0.0%
17| Other current liabilities (3,302) (3,076) (226) 7.3%
Total net working capital 70,126 69,846 280, 0.4%
Capital and reserves
18| Share capital (5,644) (5,644) 0 0.0%
19| Reserves (19,395) (19,761) 366 -1.9%
20| Treasury shares 1,574 1,574 0 0.0%
21| (Profits) losses carried forward (3,036) (327)| (2,709) n.a.
Total capital and reserves (26,501) (24,158) (2,343)] 9.7%
Total net assets 53,593 55,763| (2,170)| -3.9%
22| Cash and cash equivalents 6,345 4,750, 1,595 33.6%
23| Short-term payables to banks (47,804) (50,095)] 2,291 -4.6%
24| Other current financial liabilities (10,53D) (8,761)| (1,769)] 20.2%
Current net debt (51,989 (54,106) 2,117, -3.9%
25| Non-current financial assets 0 0 0 0.0%
26| Non-current payables to banks (45) (27) (18)| 62.6%
27| Other non-current financial liabilities (1,559) (1,630) 71| -4.4%
Non-current net debt (1,604 (1,657) 53| -3.2%
Total net debt (53,593) (55,763) 2,170| -3.9%
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Digital Bros Group

Consolidated income statement for the quarter to 3@eptember 2011

EUR/000 1Q 2011-2012 1Q 2010-2011 Change
1 | Gross revenues 51,299 112.4%| 32,584| 116.5%| 18,715 57.4%
2 | Revenue adjustments (5,650)| -12.4%| (4,612)] -16.5%| (1,038)| 22.5%
3| Net revenues 45,649 100.0%| 27,972/ 100.0%| 17,677 63.2%
4| Purchase of goods for resale (24,586)| -53.9%)|(16,138) -57.7%| (8,448)| 52.3%
5| Purchase of services for resale (2,771)] -6.1%| (265)| -0.9%| (2,506) n.a.
6 | Royalties (8,280)| -18.1%| (2,277)] -8.1%| (6,003) n.a.
7 | Change in inventories of finished products 2,416 5.3%| (1,806)] -6.5%| 4,222 n.a.
8 | Total cost of goods sold (33,221) -72.8%| (20,486)| -73.2%| (12,735) 62.2%
9 | Gross profit (3+8) 12,428 27.2% 7,486| 26.8% 4,942| 66.0%
10| Other income 32 0.1% 39| 0.1% (7)| -17.0%
11| Cost of services (4,707)| -10.3%| (3,447)| -12.3%| (1,260)| 36.6%
12| Rent and leasing (274)| -0.6% (282)| -1.0% 8| -2.9%
13| Payroll costs (2,679)] -5.9%| (3,086) -11.0% 407| -13.2%
14| Other operating expenses (529)| -1.2%| (404)| -1.4%| (125)| 30.9%
15| Total operating expenses (8,189)| -17.9%| (7,219)| -25.8% (970)| 13.4%
16| EBITDA (9+10+15) 4,271 9.4% 306 1.1%| 3,965 n.a.
17| Depreciation and amortization (178)| -0.4%| (195)] -0.7% 17| -9.1%
18| Provisions 0 0.0% 0 0.0% 0| 0.0%
19| Impairment losses 0 0.0% 0 0.0% 0| 0.0%
20 | Impairment reversal 0 0.0% 0 0.0% 0| 0.0%
21| Total deprec./amort., provisions and impairment|  (178)| -0.4% (195)| -0.7% 17| -9.1%
22| EBIT (16+21) 4,093 9.0% 111 0.4%| 3,982 n.a.
23] Interest income 877| 1.9% 203 0.7% 674 n.a.
24| Interest expense (912)| -2.0%| (1,405)] -5.0% 493| -35.1%
25| Net interest income (expense) (35)] -0.1%]| (1,202)] -4.3% 1,167|-97.1%
26 | Profit before taxes (22+25) 4,058 8.9%| (1,091) -3.9% 5,149 n.a.
27| Current taxes (1,325)] -2.9%| (387)] -1.4%| (938) n.a.
28| Deferred taxes (24)] -0.1% 661 2.4%| (685) n.a.
29| Total taxes (1,349)] -3.0% 274 1.0%| (1,623) n.a.
30| Net profit (26+29) 2,709] 5.9% (817)| -2.9% 3,526 n.a.
Earnings per share:
33| Basic earnings per share (in EUR) 0.20 (0.06) 0.26 n.a.
34| Diluted earnings per share (in EUR) 0.20 (0.06) 0.26 n.a.
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Digital Bros Group

Consolidated statement of comprehensive income ftine first quarter of 2011-2012

EUR/000 10Q11-12 1Q10-11] Change
Net profit (loss) for the period (A) 2,709 (817) 3,526
Net gain (loss) from the translation of foreignreuncy

balances (366) 294 (660)
Total other gains (losses), net of tax effects (B) (366) 294 (660)
Total comprehensive income (loss) (A) + (B) 2,343 (523) 2,866
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Digital Bros Group

Consolidated statement of cash flows

EUR/000 1Q 2011-2017 1Q 2010-2011
Opening net debt (55,763) (55,613)
Cash flow from operating activities
Group's share of net profit (loss) for the year , 702 (817)
Depreciation, amortization and provisions:
Amortization 51 65
Depreciation 127 130
Net change in other provisions (29) 41
Net change in employee benefit provisions 6 5
SUBTOTAL B. 2,864 (576)
. | Change in net working capital
Inventories (2,416) 1,806
Trade receivables (9,441) 6,398
Tax credits 409 663
Other current assets 3,536 (178)
Trade payables 3,772 (5,681)
Taxes payable 3,634 3,039
Current provisions 0 0
Other current liabilities (140) (162)
SUBTOTAL C. (646) 5,885
Cash flow from investing activities
Net investments in intangible assets 54) (5)
Net investments in property, plant and equipment (16) (437)
Net investments in financial fixed assets 22 (627)
SUBTOTAL D. (48) (1,069)
Cash flow from financing activities
Capital increases 0 0
SUBTOTAL E. 0 0
Movements in consolidated capital and reserves
Dividends paid 0 0
Change in treasury shares held 0 0
Increases (decreases) in other components of
capital and reserves 0 0
SUBTOTAL F. 0 294
. | Cash flow for the period (B+C+D+E+F) 2,17( 4,240
. | Closing net debt (A+G) (53,593) (51,373)
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Details of cash flow movements by maturity:

EUR/000 1Q 2011-20172 1Q 2010-2011
Increase (decrease) in securities and cash & cpshadents 1,595 2,783
Decrease (increase) in short-term payables to banks 2,291 2,175
Decrease (increase) in other current financiallltas (1,769) (646)
Short-term cash flow for the period 2,117 4,312
Medium-term cash flow for the period 53 (72)
Cash flow for the period 2,170 4,240
Additional information on the consolidated statemenhof cash flows:

10Q 2011-2017 10Q 2010-2011 Change
Income tax paid 0 0 0
Interest paid (885) (710) (175)
Interest received 0 8 (8)
Dividends paid 0 0 0
Total (885) (702) (183)
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Digital Bros Group

Consolidated statement of changes in equity

Consolidated

capital and

Profit reserves:

Share Share IAS Total | Treasury | (losses] Net profit Total Group's

capital premium Legal| transition| Translation reserves| shares| carried| (loss) for| unallocated share

EUR/000 (A) reservg reservg  reserveg reserve (B) (C)| forward| the yean income (D)| (A+B+C+D)

Total at 1 July 2010 5,644 16,954 1,129 1,367 (243) 19,207] (1,574) 3,496 (204) 3,292 26,569

Allocation of net profit 0 (204) 204 0 0

Other changes 0 0 0

Comprehensive income (loss) 294 294 (817) (817) (523)

Total at 30 September 2010 5,644 16,954 1,129 1,367 51 19,501 (1,574) 3,292 (817) 2,475 26,046

Purchase of treasury shares 0 0 0

Other changes 0 0 0

Comprehensive income (loss) 260 260 (2,148) (2,148) (1,888)

Total at 1 July 2011 5,644 16,954 1,129 1,367 311 19,761 (1,574) 3,292  (2,965) 327 24,158

Allocation of net profit 0 2,965 (2,965) 0 0

Other changes 0 0 0

Comprehensive income (loss) (366) (366) 2,709 2,709 2,343

Total at 30 September 2011 5,644 16,954 1,129 1,367 (55) 19,395 (1,574) 6,257 (3,221) 3,036 26,501
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Segment reporting

Consolidated income statement for the quarter to 3Geptember 2011

EUR/000 Italian Distribution | Newsstand§ New Media| International Publishing Holding Total

1| Revenues 23,640 0 0 27,659 0 51,299
2 | Revenue adjustments (3,592) 0 0 (2,058) 0 (5,650)
3| Total revenues 20,048 0 0 25,601 0 45,649
4| Purchase of goods for resale (14,366) 0 0 (10,220) 0 (24,586)
5| Purchase of services for resale 0 0 0 (2,771) 0 (2,771)
6 | Royalties (10) 0 0 (8,270) 0 (8,280)
7 | Change in inventories of finished products 1,541 0 0 875 0 2,416
8| Total cost of goods sold (12,835) 0 0 (20,386) 0 (33,221)
9| Gross profit (3+8) 7,213 0 0 5,215 0 12,428
10| Other income 7 0 0 25 0 32
11| Cost of services (1,663) 0 0 (3,009) (35) (4,707)
12| Rent and leasing (198) 0 0 (76) 0 (274)
13| Payroll costs (1,066) 0 0 (1,298) (315) (2,679)
14| Other operating expenses (277) 0 0 (200) (52) (529)
15| Total operating expenses (3,204) 0 0 (4,583) (402) (8,189)
16| EBITDA (9+10+15) 4,016 0 0 657 (402) 4,271
17| Depreciation and amortization (110) 0 0 (47) (21) (178)
18| Provisions 0 0 0 0 0 0
19| Impairment losses 0 0 0 0 0 0
20| Impairment reversal 0 0 0 0 0 0
21| Total deprec./amort., provisions and impairment (10) 0 0 (47) (21) (178)
22| EBIT (16+21) 3,906 0 0 610 (423) 4,093
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Digital Bros Group

Income statement compliant with Consob Resolution1519 of 27 July 2006 (related parties)

EUR/000 1Q 2011-2012 1Q 2010-2011
of which: of which:

related % of related

parties total parties | % of total
1| Gross revenues 51,299 0 0.0% 32,584 0 0.0%
2 | Revenue adjustments (5,650) 0 0.0%| (4,612) 0 0.0%
3| Net revenues 45,649 0 0.0% 27,972 0 0.0%
4| Purchase of goods for resale (24,586) 0 0.0%| (16,138) 0 0.0%
5| Purchase of services for resale (2,771) 0 0.0% (265) 0 0.0%
6 | Royalties (8,280) 0 0.0%| (2,277) 0 0.0%
7 | Change in inventories of finished products 2,416 0 0.0%| (1,806) 0 0.0%
8| Total cost of goods sold (33,221) 0 0.0%| (20,486) 0 0.0%
9| Gross profit (3+8) 12,428 0 0.0% 7,486 0 0.0%
10| Other income 32 0 0.0% 39 0 0.0%
11| Cost of services (4,707) (63) 1.3%| (3,447) (46) 1.3%
12| Rent and leasing (274) (181) 66.1% (282) (181) 64.2%
13| Payroll costs (2,679) 0 0.0%| (3,086) 0 0.0%
14| Other operating expenses (529) 0 0.0% (404) 0 0.0%
15| Total operating expenses (8,189) (244) 3.0%| (7,219 (227) 3.1%
16| EBITDA (9+10+15) 4,271 (244) -5.7% 306 (227) -74.2%
17| Depreciation and amortization (178) 0 0.0% (195) 0 0.0%
18| Provisions 0 0 0.0% 0 0 0.0%
19| Impairment losses 0 0 0.0% 0 0 0.0%
20| Impairment reversal 0 0 0.0% 0 0 0.0%

Total deprec./amort., provisions and

21| impairment (178) 0 0.0% (195) 0 0.0%
22| EBIT (16+21) 4,093 (244) -6.0% 111 (227)| -205.2%
23] Interest income 877 0 0.0% 203 0 0.0%
24| Interest expense (912) 0 0.0%| (1,405) 0 0.0%
25| Net interest income (expense) (35) 0 0.0%| (1,202) 0 0.0%
26| Profit before taxes (22+25) 4,058 (244) -6.0% | (1,091) (227) 20.8%
27| Current taxes (1,325) 0 0.0% (387) 0 0.0%
28| Deferred taxes (24) 0 0.0% 661 0 0.0%
29| Total taxes (1,349) 0 0.0% 274 0 0.0%
30| Net profit (26+29) 2,709 (817)
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Digital Bros Group

Statement of financial position compliant with Consb Resolution 15519

EUR/000 30 September 2011 30 June 2011
of which: of which:
related % of related
Non-current assets parties total parties| % of total
1| Property, plant and equipment 3,993 0 0.0%| 4,104 0 0.0%
2| Investment property 455 0 0.0% 455 0 0.0%
3| Intangible assets 385 0 0.0% 382 0 0.0%
4| Equity investments 0 0 0.0% 0 0 0.0%
5 | Non-current receivables and other assets 753 635 84.3% 751 635 84.6%
6 | Deferred tax assets 5,185 0 0.0% 5,159 0 0.0%
Total non-current assets 10,721 635 5.9%| 10,851 635
Non-current liabilities
7 | Employee benefits (431) 0 0.0% (460) 0 0.0%
8 | Non-current provisions (322) 0 0.0% (316) 0 0.0%
9| Other non-current payables and liabilities 0 0 0.0% 0 0.0%
Total non-current liabilities (753) 0 0.0% (776) 0
Net working capital
10| Inventories 32,577 0 0.0%| 30,161 0 0.0%
11| Trade receivables 58,065 0 0.0%| 48,624 0 0.0%
12| Tax credits 1,238 0 0.0% 1,642 0 0.0%
13| Other current assets 3,7P0 0 0.0% 7,326 0 0.0%
14| Trade payables (15,12b) (35) 0.0%| (11,353) (258) 2.3%
15| Taxes payable (7,11D) 0 0.0%| (3,478) 0 0.0%
16| Current provisions D 0 0.0% 0 0 0.0%
17| Other current liabilities (3,302) 0 0.0%| (3,076) 0 0.0%
Total net working capital 70,126 (35) 0.0%| 69,846 (258)
Capital and reserves
18| Share capital (5,644) 0 0.0%| (5,644) 0 0.0%
19| Reserves (19,39%) 0 0.0%| (19,761) 0 0.0%
20| Treasury shares 1,574 0 0.0% 1,574 0 0.0%
21| (Profits) losses carried forward (3,036) 0 0.0% (327) 0 0.0%
Total capital and reserves (26,501) 0 0.0% | (24,158) 0
Total net assets 53,593 600 1.1%| 55,763 377
22| Cash and cash equivalents 6,345 0 0.0%| 4,750 0 0.0%
23| Short-term payables to banks (47,804) 0 0.0%]| (50,095) 0 0.0%
24| Other current financial liabilities (10,53D) 0 0.0%| (8,761) 0 0.0%
Current net debt (51,989 0 0.0% | (54,106) 0
25| Non-current financial assets 0 0 0.0% 0 0 0.0%
26| Non-current payables to banks (45) 0 0.0% (27) 0 0.0%
27| Other non-current financial liabilities (1,559) 0 0.0%| (1,630) 0 0.0%
Non-current net debt (1,604 0 0.0%| (1,657) 0
Total net debt (53,593) 0 0.0% | (55,763) 0
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Digital Bros Group

Income statement compliant with Consob Resolution1519 of 27 July 2006 (non-recurring)

EUR/000 1Q 2011-2012 1Q 2010-2011
of which: of which:
non- % of non-

recurring total recurring | % of total
1| Gross revenues 51,299 0 0.0% 32,584 0 0.0%
2 | Revenue adjustments (5,650) 0 0.0%| (4,612) 0 0.0%
3| Net revenues 45,649 0 0.0% 27,972 0 0.0%
4| Purchase of goods for resale (24,586) 0 0.0%| (16,138) 0 0.0%
5| Purchase of services for resale (2,771) 0 0.0% (265) 0 0.0%
6 | Royalties (8,280) 0 0.0%| (2,277) 0 0.0%
7 | Change in inventories of finished products 2,416 0 0.0%| (1,806) 0 0.0%
8| Total cost of goods sold (33,221) 0 0.0%| (20,486) 0 0.0%
9 | Gross profit (3+8) 12,428 0 0.0% 7,486 0 0.0%
10| Other income 32 0 0.0% 39 0 0.0%
11| Cost of services (4,707) 0 0.0%| (3,447) 0 0.0%
12| Rent and leasing (274) 0 0.0% (282) 0 0.0%
13| Payroll costs (2,679) 0 0.0%| (3,086) 0 0.0%
14| Other operating expenses (529) 0 0.0% (404) 0 0.0%
15| Total operating expenses (8,189) 0 0.0%| (7,219 0 0.0%
16| EBITDA (9+10+15) 4,271 0 0.0% 306 0 0.0%
17| Depreciation and amortization (178) 0 0.0% (195) 0 0.0%
18| Provisions 0 0 0.0% 0 0 0.0%
19| Impairment losses 0 0 0.0% 0 0 0.0%
20| Impairment reversal 0 0 0.0% 0 0 0.0%

Total deprec./amort., provisions and

21| impairment (178) 0 0.0% (195) 0 0.0%
22| EBIT (16+21) 4,093 0 0.0% 111 0 0.0%
23] Interest income 877 0 0.0% 203 0 0.0%
24| Interest expense (912) 0 0.0%| (1,405) 0 0.0%
25| Net interest income (expense) (35) 0 0.0%| (1,202) 0 0.0%
26 | Profit before taxes (22+25) 4,058 0 0.0%| (1,091) 0 0.0%
27| Current taxes (1,325) 0 0.0% (387) 0 0.0%
28| Deferred taxes (24) 0 0.0% 661 0 0.0%
29| Total taxes (1,349) 0 0.0% 274 0 0.0%
30| Net profit (26+29) 2,709 (817)
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Notes to the financial statements
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1. FORM, CONTENT, AND OTHER GENERAL INFORMATION

Publication of the interim management statemerthefDigital Bros Group for the first three montHs o
fiscal year 2011-2012 was approved by resolutiothefboard of directors on 4 November 2011. Digital
Bros S.p.A. is a joint-stock company incorporatad domiciled in Italy. It is listed in the STAR gegnt

of the MTAX market operated by Borsa Italiana S.p.A

Its main operations and those of its subsidianiegdascribed in the directors' report.

The interim management statement at 30 Septemldelr B8s been prepared on a going concern basis.
The Group has determined that the uncertaintiesrashd to which it is exposed, as described in the

directors' report, do not cast doubt on its abtlitpperate as a going concern.

Accounting standards and compliance with |IFRS

This interim management statement at 30 Septentikl, 2n consolidated form pursuant to Art. 1ted-

of Legislative Decree 58 of 24 February 1998 (tlomsdlidated Finance Act), as amended, was prepared
in accordance with the IFRS published by the Irggomal Accounting Standards Board (IASB) and
endorsed by the European Union. The term “IFRSbemgasses the International Accounting Standards
(IAS) still in effect, as well as all interpretati® published by the International Financial Reparti
Interpretations Committee (IFRIC). All amounts apgressed in thousands of euros (EUR/000), unless

otherwise specified.

Reporting formats

The interim management statement at 30 Septemldelr B8s been prepared in accordance with Arts.
11971 et seq. of CONSOB Regulation 11971/99 for issuers (as améndwith CONSOB Resolution
15519 of 27 July 2006 and with CONSOB announcerbé&il/6064293 of 28 July 2006.

No changes have been made to the reporting fornthtraspect to previous years, and all schedules ar

consistent with those used for the consolidateanfimal statements at 30 June 2011.

The financial statements are comprised of:

« consolidated statement of financial position aS&éptember 2011 with comparative figures at 30

June 2011 (the previous year-end reporting date);

e consolidated income statement for the period fromduly 2011 to 30 September 2011, in
comparison with the consolidated income statentemt fl July 2010 to 30 September 2010;

e consolidated statement of cash flows for the peunder review, in comparison with the cash

flow statement for the corresponding period lastrye
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« details of cash flows by maturity, compared withvexments taking place in 2010-2011;

e additional information on the consolidated statehodéreash flows, with prior-year comparison;

e consolidated statement of changes in equity fralal{ 2010 to 30 September 2011;

» segment reporting: income statement;

* consolidated income statement and statement aidiabposition compliant with Consob
Resolution 15519 of 27 July 2006.

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

Items in the statement of financial position andd#d into five categories:

s non-current assets
e non-current liabilities
e net working capital
e capital and reserves

< net financial position

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

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

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

company and its Italian subsidiaries.

Net working capital encompasses current assetdiabitities. Because of the commercial nature & th
Group's operations, net working capital is espBcisignificant, as it represents the amount theupro
invests in operating activities to help increasdttnover. Its trend in relation to business vaspand as
a function of seasonal patterns in the marketxtieeely important.

Capital and reserves consist of share capitalyvesgunallocated earnings (the profit for the yelais
the portion of previous years' profits not allochte specific types of reserve by the shareholders)

adjusted by treasury shares.

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

capital and reserves.

The net financial position is divided into curremtd non-current debt and balances total net assets.
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The first column of the official income statememidaof the income statement provided for segment

reporting purposes indicates the number of thevaglenote.

The income statement has been prepared in veftioakt, with individual entries grouped by typedan

shows four intermediate levels of profit:

* gross profit, the difference between net revenuelstiae total cost of goods sold;
* EBITDA, the difference between the gross profit &otdl operating expenses;
- EBIT, the difference between EBITDA and total dejméon, amortization and impairment;

e pre-tax profit, the difference between EBIT anding&drest income or expense.
The net profit, the difference between the pregiafit and total tax, is followed by earnings phare.
The cash flow statement has been prepared usingditect method, whereby profit is adjusted foe th
effects of transactions of a non-cash nature, amrig net working capital, and cash flows from
financing or investing activities.
The overall change for the period is given by tine ©f the following items:

e cash flow from operating activities

« changes in net working capital

« cash flow from investing activities

« cash flow from financing activities

e movements in capital and reserves

The statement of changes in equity has been drawn accordance with IFRS, and shows movements
since 1 July 2009.

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

Figures in the interim management statement wetermiined according to the interpretations of the

International Accounting Standards in force as®BS&ptember 2011.

The consolidated financial statements were prepanethe basis of the accounts at 30 September 2011
submitted by the companies in the consolidationickvinave been adjusted, where necessary, to bring
them into line with Group accounting policies ai®l IFRS. All comparative figures from prior persd

have been restated as necessary in order to rdraerFRS-compliant.

The accounting policies used for the interim manag® statement at 30 September 2011 are consistent
with those used to prepare the corresponding stateat 30 September 2010. Changes in the standards
and interpretations adopted by the European Unae thad no significant effect on the preparation of

the interim management statement.

Please see the Annual Report and financial statesnar80 June 2011 for a complete description ef th

accounting standards followed.

New accounting standards

Below is a description of the new standards anerfméetations approved by the EU and applied by the
Group since 1 July 2011.

IFRIC 14 - Prepayments of a minimum funding requirement

On 15 November 2009 the International Financial dipg Interpretations Committee (IFRIC)
published an amendment to IFRIC 14 - Prepaymengsnoifnimum funding requirement. The amendment
is aimed at correcting an unintended consequendeRIC 14, by which under given circumstances, an
entity subject to minimum funding requirements timatkes an early payment of contributions is reguire
to recognize a cost. In cases in which a definegtiteplan is subject to minimum funding requirensgn

the revised version of IFRIC 14 requires that eadyments be treated as assets, just like any other
prepayment. These changes have had no impact antéran management statement at 30 September
2011.

IFRIC 19: Extinguishing financial liabilities with equity instruments

On 26 November 2009 the International Financial dipg Interpretations Committee (IFRIC)
published IFRIC 19 - Extinguishing financial liaki#s with equity instruments, which provides guida
as to how the debtor should account for equityrumsénts issued to extinguish all or part of a firiah
liability as a result of the renegotiation of ternigis interpretation has had no impact on therimte

management statement at 30 September 2011.
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IAS 24: Related party disclosures

On 4 November 2009 the International Accountingh8saxds Board (IASB) published a revised version
of IAS 24 - Related party disclosures. The new iearsimplifies the definition of "related party,"
removes some inconsistencies, and eliminates setated party disclosures for public entities. The

revision has had no impact on the interim managéstatement at 30 September 2011.
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3. USE OF ESTIMATES

The preparation of the interim management statemedtnotes at 30 September 2011 required Group
companies to make certain discretionary valuatiofisese were used to prepare estimates and
assumptions that affect the value of recognizedtasand liabilities and the information on continge

assets and liabilities as of the reporting dateudicfuture results may differ.

In particular, estimates are used to report prowssifor doubtful accounts, the measurement of
inventories at market value, depreciation and a@aiibn, asset impairment, employee benefits, deder
taxes, and other provisions and reserves. Estinsatg@sassumptions are reviewed at least quartarty, a

any changes are reflected immediately in profibes.

Sources of uncertainty in making estimates

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

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

Doubtful accounts

The risk of credit default from Italian customess assessed periodically, on the basis of opinions
provided by the external legal advisor in chargewdtomer disputes. According to the Group's credit
collection procedure, receivables not paid withindéys of falling due are passed on to the legakad

for collection. Frequent meetings between the legaisor and the credit manager, and frequent epdat

of the legal advisor's collectibility forecasts, kaghe estimate of doubtful accounts reliable divee.

As for trade receivables outside Italy, the polisynever to exceed the insurance limit for indiadu

customers, so there are no particular issueslofssessment.

Valuation of inventories

The Group values inventories on a quarterly baeigsonsideration of the rapid obsolescence of its
products. Impairment losses may be charged tocteffelividual products' lower market value with
respect to their historical cost. To arrive at ¢hestimates, the Group uses revenue forecasthdmix
following quarters, produced by the sales departmé@ny differences found between the market
valuation of a product held in inventory, takingcaant of its platform/price category, and its histal
cost are recognized to profit or loss in the petlua) are discovered. The sales forecast is thedfation

for drawing up the short- and medium/long-term hatdg

Inventories in the International Publishing segnaeteasier to value considering the smaller nuraber
products distributed, and the fact that historm@dt consists solely of the cost of physically prmdg

the games.
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Empl oyee benefits

The Group offers no pension plans and/or other eya benefits, with the exception of the employee
termination indemnitiestr@attamento di fine rapporto, or TFR) required by Italian law. Estimating those
benefits requires an assessment of the future diaanutlays that may arise as a result of emplsyee
voluntary and involuntary departure from the Compan relation to their seniority and the revaloati

rates these benefits enjoy by law.

The TFR system underwent significant changes dutfiegyear ended 30 June 2006. Estimating the
liability is still complex, due to a small portiari benefits that have remained with Group compariies

arrive at this estimate, the Group has engagedisteeed actuary to define the necessary parameters

Revenue adjustments

A significant cost element defined as "revenue stdjgnts" involves analytical computations for which

the Group has adopted suitable procedures.

Revenue adjustments are made up of two kinds df Tbe first, discounts granted to customers at the
end of the contractual period (known as year-eradlits), are easier to determine. The second are
difficult to estimate and consist of potential dtatbtes that the Group will have to issue for resuof
unsold products and/or price reductions to be gdhetven if not necessarily agreed in the contiat.
estimate this amount, management uses calculab@sed on an analysis by individual customer as well
as an analysis by individual product, in which tiek is shown separately for price cuts and po#énti
returns. The forecast is made quarterly, on a pisly-product basis, comparing volumes sold to the
Group's customers with the volumes they have swmldnid consumers. The availability of these sales

figures makes the estimate reliable over time.

Royalties and advances to developers for licenses

The method of calculating royalties varies accaydio the type of contract the Group has with
developers. Over time, the number of contracts theblve fluctuating royalties with a guaranteed
minimum and/or a fixed development portion has éased. Management has to estimate the future
benefit these types of contract will produce in thkowing quarters in order to respect the priteipf
matching costs and income, as described in theuatiogy standards section, which is based on sales
forecasts for the subsequent periods. The salesdsts are based on medium term (three-year) pignni

which is revised twice a year and affects the esttioh recoverability of advances already paid.
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Deferred taxes

There are two areas of uncertainty in the calaufatif deferred taxes. The first is their recovdigbian
uncertainty the Group mitigates by comparing thieled tax assets recognized by individual commanie
with their budgets. The second is the tax rateckvig assumed to be constant over time, and td dugia

rates currently applicable in the various countvdere the Group is active.
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4. CONSOLIDATION METHODS

Subsidiaries
Subsidiaries are companies the Group controls. rGoaxists when the Group has the power, direatly o
indirectly, to influence their financial and mangagepolicies in such a way as to obtain benefitaf

their operations. The accounts of subsidiariesrarie@ded in the interim management statement as fro

the date control is assumed until the date coo&abes to exist.

The accounts used for the consolidation are prepaseof the same reporting date, and are converted

from local accounting standards to those employethé Group.

Joint ventures are equity accounted.

Translation of foreign currency accounts

The Group's presentation currency is the euro, misi@lso the functional currency of Digital Brop 2.
At the close of the period, the financial stateraeaftforeign companies with a functional currentiyeo

than the euro were translated into the presentatiorency as follows:
e assets and liabilities were translated using thehaxge rate in force at the close of the
financial period (30 September 2011);

* income statement items were translated using teege exchange rate for the period;

« capital and reserves were translated at histogiczthange rates.

The exchange differences arising from this pro@@ssrecognized directly to capital and reserves in

separate translation reserve under the headingr'otserves."

Transactions eliminated in the consolidation process

In preparing the interim management statement &e&flember 2011, all assets, liabilities, and econo
and financial transactions existing between Groammanies were eliminated, along with unrealized

profits and losses on intercompany transactions.

Scope of consolidation

The tables below show the details of companiesalmaded on a line-by-line basis and accordinghto t

equity method.
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Companies consolidated on a line-by-line basis:

% held directly or

Name Head office Country Share capital indirectly
Digital Bros S.p.A. Milan Italy €5,644,334.8 Parent company|
Game Entertainment S.r.l. Milan Italy €100,00( 100%
Game Media Networks S.r.l. Milan Italy €100,00( 100%
Game Service S.r.l. Milan Italy €50,00( 100%
505 Games S.r.l. Milan Italy €100,00( 100%
505 Games France S.a.s. Francheville France €100,00( 100%
United

505 Games Ltd1) Milton Keynes Kingdom £100,00| 100%
Digital Bros Iberia S.1. Las Rozas de Madrid Spain €100,00( 100%
505 Games US Inq) Agoura Hills, CA |USA $100,00| 100%
505 Games GmbH) Burglengenfeld Germany €50,00( 100%
505 Games Nordic AR) Uppsala Sweden Kr 500,00( 100%

There have been no changes in the scope of coasolicsince 30 June 2011.

Companies carried at equity:

No companies have been consolidated using the yequéthod since the liquidation of D3DB S.r.l.

during the year ended 30 June 2011.

5. JOINT VENTURES

At 30 June 2011 the Group was not involved in amigtjventures.
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6. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

The main financial instruments used by the Grogpaarfollows:

« Bank account overdrafts

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

e Export financing

e Commercial credit lines (factoring)

* Long-term mortgage loans

« Finance leases

* Derivative contracts

The purpose of these instruments is to financé&ttoeip's operating activities.

The parent company Digital Bros S.p.A. managefralhcial risks on behalf of itself and its subaits,
with the exception of other financial instrumentt hsted above, namely trade payables and reckeisab
arising from operating activities for which the dimcial risk is the responsibility of the individual

company.

Since 2007-2008 the subsidiary 505 Games S.r.l.elngsyed its own independent credit facilities to
finance its international growth, and since Apt@l12 the subsidiary 505 Games Ltd. has had access to
two international factoring lines, granted by Ueitdit Factoring (5 million British pounds) and byeth

Intesa San Paolo company Mediofactoriég fnillion).

The Group tries to maintain a balance between 4bort and medium/long-term financial instruments.
The Group's core business, the marketing of videuoeas, entails investments primarily in net working
capital which are funded through short-term créidés. Long-term investments are normally financed
through medium/long-term lines, often dedicatedhe individual investment, in the form of finance

leases.
Given the above, medium- and long-term financigiides have a well-distributed range of maturities.
The main risks generated by the Group's finanogttuments are:

e interest rate risk

« liquidity risk

e exchange rate risk

« credit risk
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Interest rate risk

The Group's exposure to interest rate fluctuatiesmaarginal with respect to its medium- and longrte
financial instruments, which were originally desaggd as fixed-rate instruments or have been coeert

into fixed rates using appropriate derivative agrests.

For short-term financial instruments, the posdipitif rising interest rates is an effective riskchuse the

Group cannot immediately transfer the higher raddts prices. These risks are reduced by:

< the availability of an interconnected series ofrstterm credit lines, allowing it to borrow under
the most favorable conditions. Specifically, thanpany has access to fiduciary credit whose
conditions are less volatile than interest rates;

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

« the implementation of short-term cash flow procedinat constantly monitors the trend in short-

term debt and allows preventive action to be takkean interest rates are expected to rise.

Liquidity risk

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

financial resources needed to operate the business.

The factors that influence the Group's financiabdwe are the resources generated or absorbed by
operating and investing activities; the maturitg aenewal terms of debt and the liquidity of investits;

and current conditions and available funds in tleglit market.

The Group has reduced this risk by:

e setting up the centralized management of treasurgeplures and therefore of credit lines;
« obtaining credit that allows the creation of a aimble liability structure, through the use of
irrevocable credit lines and medium- or long-teaarls;

e monitoring prospective liquidity conditions.

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

any case to determine financial requirements wedbd of time.
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Exchangerate risk

The Group is not heavily influenced by exchange rflictuations, with the exception of the British
pound. Purchases in currencies other than theaarmarginal, and are almost entirely in Britishipds
and U.S. dollars due to the manufacturing and stratcosts of the subsidiaries 505 Games Ltd.50d

Games US Inc.

Royalties on international video game exploitatigghts are paid partly in Japanese yen. Paymeats ar
made in advance, so the Group knows the actuab¢astalties ahead of time and is able to tranafey

higher charges due to exchange rates onto itsgarice

The Group's exposure in USD due to the openingefunited States subsidiary is mitigated by the fac
that it has many game development contracts indimaency, so any negative changes in the EUR/USD
exchange rate would cause license costs to go upvduid also produce exchange gains on payments

received (the reverse also holds true).

To monitor the risk level of the EUR/GBP exchangéer the Group closely monitors exchange rate
forecasts from independent analysts and other esurand requests frequent quotes on derivative

instruments that could be used to hedge this risk.

The Group has obtained a credit line of GBP 5 arillirom UniCredit Banca, for flexible forwards,

which at the moment is not being used.

Credit risk

In ltaly the Group sells exclusively to known bugetf necessary information on customers is not

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

In the highly fragmented Italian distribution matrkesks are not concentrated on any individualtoeh

Customer credit facilities are granted by a credihmittee which includes the managing directors, th
sales department, the finance department and tt dfecredit management. The credit manager reviews
the credit facilities and customer balances onily #asis, before any shipments are made. Despétset
precautions, Digital Bros has insurance coveringebsl that the credit committee deems less solvent
and/or those with credit facilities @250 thousand t€1500 thousand. The insurance policy does not
eliminate all credit risk on the buyers covered, dansiderably limits potential losses.

All foreign subsidiaries have taken out credit @ice with the same global insurance group. Thditcre
policy is never to exceed the limits of coveragedach individual customer, thereby limiting theanbe

that any difficulties faced by customers will afféite Group's performance.
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Derivative contracts

The policy for using derivative contracts is expéad in the notes.

18

Digital Bros Group: Interim Management Statement at 30 September 2011




7. ANALYSIS OF THE STATEMENT OF FINANCIAL POSITION

NON-CURRENT ASSETS

Total investments in the first three months of flear came t&€70 thousand€ll thousand for the
purchase of industrial and office automation equptye5 thousand for leasehold improvements on the
warehouse in Trezzano sul Naviglk24 thousand for the development of managementragst@nde30

thousand for the development of the 505 Games weebsi
Investment property consists of one building owmetilan for office and manufacturing use, which at
the moment the Group is not using. It is held vétiiew to appreciation of the invested capital. The

Group has opted to carry this building at histdrazzst.

Non-current receivables and other assets, whidldecsecurity deposits against contractual oblogest;

include a€635 thousand deposit with Matov Imm. S.r.l. to seaent on the premises at Via Tortona 37.
Deferred tax assets are calculated on prior fikxsHles and other temporary differences betweeresalu
applicable for tax purposes and those recognizéideiriinancial statements. They are estimated asgum

stable tax rates between now and the time of use.

NON-CURRENT LIABILITIES

The item "Employee benefits" represents the adlaralue of the Group's effective liability to

employees, calculated by an independent actuaacé@oerdance with IAS 19. "Non-current provisions"”

consist wholly of the provision for agents' indetias.

NET WORKING CAPITAL

An analysis of net working capital in comparisorthafigures at 30 June 2011 is provided below:

EUR/000 30 September 2011 30 June 2011 Change
Inventories 32,577 30,161 2,416
Trade receivables 58,065 48,624 9,441
Tax credits 1,233 1,642 (409)
Other current assets 3,790 7,326 (3,536)
Trade payables (15,12b) (11,353) (3,772)
Taxes payable (7,112) (3,478) (3,634)
Current provisions 0 0 0
Other current liabilities (3,302) (3,076) (226)
Total net working capital 70,126 69,846 280
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Net working capital was stable with respect to 86eJ2011, rising by jusi280 thousand due mainly to
an increase 02,416 thousand in inventories and€%,441 thousand in trade receivables, which were
partially offset by a reduction &3,536 thousand in other current assets, an inciefa&®, 772 thousand

in trade payables and a rise6®,634 thousand in taxes payable.

The growth of inventories is temporary, referringnrily to goods in transit at 30 September 2011

awaiting sale in early October.

Most of the increase in taxes payable reflectshilgher VAT liability of the parent company and the

U.K. subsidiary.
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CAPITAL AND RESERVES

Detailed movements in capital and reserves arertegghin the consolidated statement of changestitye¢pttached to this report). They can be sumnpearias follows:

Consolidated

capital and

Profit reserves:

Share Share IAS Total (losses) Net profit Total Group's

capital premium Legal| transition| Translation reserves Treasury carried| (loss) for| unallocated share

EUR/000 (A) reserve reserve reserve reserve (B) | shares (C)]  forward the year income (D)| (A+B+C+D)
Total at 1 July 2011 5,644 16,954 1,129 1,367 311 19,761 (1,574) 3,292 (2,965) 327 24,158
Allocation of net profit 0 (2,965) 2,965 0 0
Dividend payments 0 0 0
Purchase of treasury shareg 0 0 0
Other changes 0 0 0
Comprehensive income (logs) (366 (366) 2,709 2,709 2,343
Total at 30 September 2017 5,644 16,954 1,129 1,367 (55) 19,395 (1,574) 327 2,709 3,036 26,501

The share capital (unchanged since 30 June 20Miyided into 14,110,837 ordinary shares of paug#l0.40 each, for a total &5,644,334.80. There are no other types of
shares outstanding. There are no rights, prefesamceestrictions on ordinary shares.

No specific uses or objectives have been desigriatdtie individual equity reserves, other thansthdefined by law.
During the period the Company did not buy treasirgres. At the close of the quarter it held 525Pd&sury shares valued€dt,574 thousand.
The other movements during the period consist @fallocation 0€2,965 thousand in losses for the year ended 30 20he to profits (losses) carried forward, as regmbto the

shareholders during the general meeting of 27 @¢tab11, and a negati€866 thousand for the change in the translatiorrvessith respect to 505 Games Ltd., 505 Games US
Inc. and 505 Nordic AB.
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NET DEBT

The breakdown of consolidated net debt with contpardigures at 30 June 2011 is as follows:

EUR/000 30 September 2011 30 June 2011 Change
22| Cash and cash equivalents 6,345 4,750 1,595| 33.6%
23| Short-term payables to banks (47,804) (50,095) 2,291| -4.6%
24| Other current financial liabilities (10,53D) (8,761) (1,769)| 20.2%
Current net debt (51,989 (54,106) 2,117| -3.9%
25| Non-current financial assets 0 0 0| 0.0%
26| Non-current payables to banks (45) (27) (18)| 62.6%
27| Other non-current financial liabilities (1,559) (1,630) 71| -4.4%
Non-current net debt (1,604 (1,657) 53| -3.2%
Total net debt (53,593) (55,763) 2,170 -3.9%

Net debt decreased B%2,170 thousand with respect to 30 June 2011.

At the close of the year, the carrying values effihancial instruments held by the Group were etpua
their fair values. For cash and cash equivalergying amount is a reasonable approximation of fai
value since these are highly liquid forms of inwastt, while for finance lease liabilities (includedth
other financial liabilities), carrying amount israasonable approximation of fair value as the lease

contract is backed by an interest rate swap.

The following table shows the Group's financiabligies at 30 September 2011, grouped by maturity:

Within 1 1-5 beyond 5 Total

EUR/000 year years years
Bank overdrafts (3,596) 0 0| (3,596)
Import-export financing (29,739) 0 0| (29,739)
Advances on invoices and subject to collection 529) 0 0] (13,529)
Bank loans (920) 0 0 (920)
Bank borrowings for fair value recognition of
derivatives (20) (45) 0 (65)
Total due to banks (A) (47,804 (45) 0| (47,849)
Other financial liabilities (B) (10,530)| (1,559) 0| (12,089)
Total (A+B) (58,334) (1,604) 0] (59,938)
Current net debt
Current net debt is made up as follows:

EUR/000 30 September 2011 30 June 2011 Change
22| Cash and cash equivalents 6,345 4,75( 1,595
23| Short-term payables to banks (47,804) (50,095) 2,291
24| Other current financial liabilities (10,53D) (8,761) (1,769)

Total current net debt (51,989) (54,106) 2,117
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22. Cash and cash equivalents

Cash and cash equivalents at 30 September 20brugrised of sight deposits at banks, units of mone
market funds used as short-term investments of, Gagh a Quadrante policy taken out by Digital Bros

S.p.A. on 21 October 2002 in connection with thenkdpaschivita insurance scheme.

EUR/000 30 September 2011 30 June 2011 Change
Cash on hand and bank deposits 3,728 2,133 1,595
Mutual fund units 2,325 2,325 0
Quadrante policy (Banca Toscana) 292 292 0
Total cash and cash equivalents 6,345 4,750 1.595

Cash and cash equivalents at 30 September 2011nartwd6,345 thousand, an increase &if,595

thousand with respect to 30 June 2011 due to arrisgsh on hand and bank deposits.

23. Short-term payables to banks

Short-term payables to banks are comprised of atamerdrafts, import-export financing, advances on
invoices, advances subject to collection, and tréign of derivative payables and bank loans duéiwi

12 months. The decrease in short-term payableariksowith respect to 30 June 2011 is due priméwily
the reduction in account overdrafts and import-ekfinancing, which was only partially offset byriae

in advances on invoices and subject to collection.

Details are as follows:

30 Septembel 30 June| Change
EUR/000 2011 2011
Account overdrafts (3,596) (5,949) 2,353
Import-export financing (29,739) (33,193) 3,454
Advances on invoices and subject to collection ,529) (9,567) (3,962)
Loan installments due within 12 months (920) (1,373) 453
Fair value recognition of derivatives - due withid months (20) (13) (7)
Total short-term payables to banks (47,804) (50,095) 2,291

As they did at 30 June 2011, installments due wift? months consist solely of the remaining balance

on two loans granted by Banca Intesa San Paolmetsubsidiary 505 Games S.r.l.:

e €221 thousand for the remainder of a loan takeroaw® February 2007, due in February 2012.
The €2 million originally borrowed is being used to fmze the purchase of new video game
exploitation licenses. The loan charges floatinguat interest at the three-month Euribor plus
2%. Interest and principal is being paid in 20 afietents, at the end of every quarter, on a
constant amortization basis;

* €699 thousand for the remainder o4 million loan taken out on 10 February 2009, due i
February 2012. This loan, on which interest andhqipial are being repaid in 12 quarterly
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installments beginning three months after disbuesgcharges variable interest amounting to

the three-month Euribor plus an annual nominal agref 275 basis points. It has three

covenants:

1. consolidated net debt cannot be more than foursticoasolidated EBITDA;
2. consolidated net debt cannot be more than twic&tloaip's tangible equity;
3. consolidated capital and reserves cannot be las£80 million.

Failure to respect these conditions would entitle bank to demand reimbursement of the
remaining principal; although the covenants carb®tespected, the bank is unlikely to call in
the loan. This loan charges adjustable interegteathree-month Euribor plus 275 basis points.

Interest is paid and the principal reimbursed irglidrterly installments.

24. Other current financial liabilities

Other current financial liabilities are comprisedinly of advances on the non-recourse factoringaafe

receivables, in the amount 10,246 thousand €4,769 thousand compared with 30 June 2011).

This item also includes finance leases held witleda Leasing and SanPaolo Leasint that are payable
within 12 months of the close of the period, folotal of €284 thousand. The leases currently in force
concern the warehouse in Trezzano sul Naviglio e as office automation equipment, cars, and the
furnishings of the new premises at Via Tortona 37.

Non-current net debt

Non-current net debt is made up as follows:

CURIO00 30 Septe|2”r(1)blelr 30 June 2011 Change
25| Non-current financial assets 0 0 0
26| Non-current payables to banks (45) (27) (18)
27| Other non-current financial liabilities (1,599) (1,630) 71
Total non-current net debt (1,604 (1,657) 53

25. Non-current financial assets

No non-current financial assets were recognize&dDe&eptember 2011 or at the end of the previous yea
26. Non-current payables to banks

Non-current payables to banks consist solelg4¥ thousand in liabilities for derivative instruneidue

beyond 12 months, as a result of their measureatdatr value.
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Non-hedge derivatives are recognized at fair valle Group uses derivatives to minimize interet ra
risk. In keeping with 1AS 39, financial liabilitiekedged by derivatives are recognized at fair value
according to the rules for hedge accountirigerivatives for which gains and losses are recaghito

profit or loss refer to various interest rate hexdge

The only derivative contract outstanding is anriesgérate swap with Banca Intesa San Paolo thatresat
on the same date as the finance lease described;bthedges interest rate risk over the lifelaf tease.
Under the terms of the IRS, simultaneously with plagment of leasing installments the Group will pay
interest of 3.35% annually and receive the threatmduribor. The notional amount of the IRS varies

according to the residual principal of the lease.

The following table presents the value of the iestrate swap at the close of the period and auge
2011:

Nominal valug .

at 30 Fair value at Fair value at

Bank Inception date Expiry date Septembe 30 Septembe 30 June 2010
2011

2011
Intesa San Paolo 7 October 22@November 2014 1,24( (65 (40
Total n.a (65 (40
27. Other non-current financial liabilities
Other non-current financial liabilities refer teethon-current portion of finance leases.
EUR/000 30 September 201 30 June 201 Changg
Lease payments due beyond 12 months (1,5659) (1,630 71
[Total non-current financial liabilities (1,559) (1,663 71

Finance lease payments falling due beyond 12 mqguehtsin mostly to the lease for the purchase ef th

Trezzano sul Naviglio warehouse taken out on 25dxther 2004.

The contract calls for 120 monthly payment€d6 thousand each, plus a payment upon delive€p28

thousand and an end of lease purchase opti6A3%# thousand.

Payments falling due after the building is delivkage indexed to the monthly average of the threatn
Euribor plus 1.75%. For each installment, the ayenate is calculated for the period between the da
prior to the due date of the payment to be indexadl the due date of the previous payment. The final
installment will be calculated using the same ageras for the second-to-last payment. The leade wil
mature on 30 November 2014. Payments falling dugimvil2 months tota€145 thousand, and those

with a maturity of one to five years amoung€th 112 thousand.

In 2009-2010 the Group signed an extension on tiegZhno sul Naviglio lease with Banca Intesa San

Paolo. The extension calls for 58 monthly paymeftg€4 thousand each, plus an advance payment of

85

Digital Bros Group: Interim Management Statement at 30 September 2011




€116 thousand and an end of lease purchase opti6hl8f thousand. The extension will mature on 30
November 2014. Payments falling due within 12 mertital€41 thousand, and those with a maturity of
one to five years amount €208 thousand. Payments are indexed to the montidsage of the three-

month Euribor plus 1.75 points.

In 2010-2011 the Group began to le@484 thousand worth of furnishings for the Italiammpanies’ new
premises under an agreement with Leasint S.p.A. ddwgract calls for 58 monthly payments €6
thousand each, plus an advance paymel68 thousand and an end of lease purchase opti€Aa of
thousand. The lease will mature on 1 June 2015mPafs falling due within 12 months toté62
thousand, and those with a maturity of one to figars amount t6174 thousand. Payments are indexed

to the monthly average of the three-month Euribdos g points.

The Group has three other finance leases, for tirehpse of a labeling machine, a shipping and
packaging line for the Trezzano sul Naviglio wane$® and a vehicle, with a total €86 thousand due

within 12 months an€é65 thousand due beyond one year.

The following table shows finance lease paymentmbfurity:

EUR/000 Nominal value of payments
Within 1 year 284
1-5years 1,559
Beyond 5 years 0
Total 1,843

The nominal value of lease payments is a good appation of their fair value, since the leases are

backed by an interest rate swap measured at faie.va

86

Digital Bros Group: Interim Management Statement at 30 September 2011




(this page intentionally left blank)

87

Digital Bros Group: Interim Management Statement at 30 September 2011




8. ANALYSIS OF THE INCOME STATEMENT

3. Net revenues

Total net revenues went froé27,972 thousand #45,649 thousand, an increase of about 63%.

The total is broken down below by segment. The hgldand Newsstands segments are not included,
because the former does not generate revenuesemadide no new products were distributed through

newsstands during the quarter.

EUR/000 Italian Distribution International Publishing Total
1 |Gross revenues 23,640 27,659 51,299
2 |Revenue adjustments (3,592) (2,058 (5,650
3 |Net revenues 20,048 25,601 45,649
25. Net interest income (expense)
As follows:
EUR/000 1Q11-12 1Q10-11 Change %
Interest income 877 203 674 n.a.
Interest expense (912) (1,405) 493 -35.1%
Net interest income (expense (35) (1,202) 1,167 -97.1%

Interest income came &B877 thousand, an increase€74 thousand with respect to the previous year.
Most of the upturn is due to the positive impactttod appreciation of the GBP/EUR and USD/EUR

exchange rates on the parent company's finandeivables.

Below are the details of interest expense:

EUR/000 1Q11-12] 1Q10-11] Change %
Interest on account overdrafts and commercial &etiens 710 603 107| 17.8%
Other interest expense 13 0 13 n.a.
Interest on derivatives 46 10 36 n.a.
Interest on loans and leases 31 87 (56)| -64.5%
Factoring interest 85 10 75 n.a.
Total interest expense to banks 88b 710 175| -6.9%
Foreign exchange losses 27 695| (668)| -96.1%
Total interest expense 912 1,405 (493)|-35.1%

Interest expense decreased with respect to thetlirse months of 2010-2011 due to two contrasting
trends. On the one hand, interest paid to finario&titutions went up b¢175 thousand. On the other,
there was a decrease in foreign exchange lossasedgrimarily by the adjustment to period-end
exchange rates of financial receivables due fraemGloup's British and U.S. affiliates.

The rise in factoring interest is the result of twew lines granted to Group companies, by Unicredit
Factoring (GBP 5 million) and Mediofactoring4( million), as from April 2011.
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29. Taxes

The breakdown of current and deferred taxes isl®Afs:

EUR/000 1Q11-12 1Q10-11 Change %
Current taxes (1,324 (387) (938) n.a.
Deferred taxes (24 661 (685) n.a.
Total taxes (1,349 274 (1,623) n.a.

Deferred taxes have been provided with respectéofirst-quarter losses of the Spanish and U.S.
affiliates, in view of future taxable income, anek ahown net of utilizations during the period b t
U.K. affiliate.
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9. NON-RECURRING INCOME AND EXPENSES

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

not occur on a regular basis as part of the busines

There were no non-recurring income or expensesiduhie period.
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10. SEGMENT REPORTING

For management purposes, the Group's operationdivaded into the following business segments on

the basis of the products and services produced:

e ltalian Distribution

e International publishing
* New Media

* Newsstands

e Holding

The directors observe the results of each segnepatrately in order to decide how to allocate resesr
and monitor performance. Financial income and amar@ncluding interest income and expense) and
income tax are managed at the Group level and araliocated to the operating segments. Capital
investments, which tot&l70 thousandg442 thousand in the first quarter of 2010-2011)tfer purchase
of property, plant and equipment, intangible asaets investment property, refer almost exclusively

the Italian Distribution segment as they did theviiwus year.

Transactions between business segments, consimtistly of sales by 505 Games S.r.l. to Digital Bros

S.p.A., are shown in the notes.

Profit margins for the segments were as follows:
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Consolidated figures in EUR/000 Italian Distribution | Newsstandg New Media| International Publishing Holding Total

1| Revenues 23,640 0 0 27,659 0 51,299

2 | Revenue adjustments (3,592) 0 0 (2,058) 0 (5,650)

3| Total revenues 20,048 0 0 25,601 0 45,649

4| Purchase of goods for resale (14,366) 0 0 (10,220) 0 (24,586)

5| Purchase of services for resale 0 0 0 (2,771) 0 (2,771)

6 | Royalties (10) 0 0 (8,270) 0 (8,280)

7 | Change in inventories of finished products 1,541 0 0 875 0 2,416

8| Total cost of goods sold (12,835) 0 0 (20,386) 0 (33,221)

9| Gross profit (3+8) 7,213 0 0 5,215 0 12,428

10| Other income 7 0 0 25 0 32
11| Cost of services (1,663) 0 0 (3,009) (35) (4,707)
12| Rent and leasing (198) 0 0 (76) 0 (274)
13| Payroll costs (1,066) 0 0 (1,298) (315) (2,679)
14| Other operating expenses (277) 0 0 (200) (52) (529)
15| Total operating expenses (3,204) 0 0 (4,583) (402) (8,189)
16| EBITDA (9+10+15) 4,016 0 0 657 (402) 4,271
17| Depreciation and amortization (110) 0 0 (47) (21) (178)
18| Provisions 0 0 0 0 0 0
19| Impairment losses 0 0 0 0 0 0
20| Impairment reversal 0 0 0 0 0 0
21| Total deprec./amort., provisions and impairment (19) 0 0 (47) (21) (178)
22| EBIT (16+21) 3,906 0 0 610 (423) 4,093
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Italian Distribution

This business consists of the localization and egasnt distribution in Italy, on an exclusive basik

video games acquired from international publishers.

Localization refers to the linguistic and cultusalaptation of games to the Italian market; thestedion
of instruction manuals; the dubbing of any voicestained in the game; the management of advertising

campaigns; local media relations; and the orgaioizatf events for the product's rollout.

These operations are conducted by Digital BrosAS.phrough the Halifax brand, and by the subsidiar

Game Service S.r.l.

Halifax is the exclusive representative in Italyr fpublishers like Konami International, Disney
Interactive Studios Inc, Sega, Square Enix and @apdhe products are sold through all distribution
channels, using sales representatives for retaishnd key account managers (company employees) fo

major chains.

Game Service S.r.l. performs distribution actigtjeintly with the parent company, in the form ratk

jobbing (the exclusive management of gaming dispktyarge retail chains).

New Media

Due to unsatisfactory results, the Group shut dowe European online gaming portal

www.gametribe.com on 31 December 2009.

Starting with the next half-year this segment wiltlude revenues and costs from the distribution of
games over the Internet, and for the most pargmegs and costs from games published on Sony PSN,

Microsoft Xbox Live and Nintendo Wii Ware.

I nternational Publishing

In the International Publishing business, video garghts are acquired from developers, and the
products are subsequently marketed by way of arriational sales network after a phase of quality

assurance, rating and approval.

International Publishing operations are handledhieysubsidiary 505 Games S.r.l. (coordinator), ttogre
with 505 Games France S.a.s., 505 Games Ltd., 308G US Inc., and Digital Bros Iberia S.| operating
respectively in the French, U.K., U.S. and Spanisiikets. The German company 505 Games GmbH and
the Swedish company 505 Games Nordic AB marketpifeelucts of 505 Games S.r.l. in German-

speaking countries and Scandinavia.
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Newsstands

One of the Group's businesses is the distributibrvideo games as add-ons to products sold at

newsstands, and the sale of multimedia DVDs andrathtertainment-related publications. As a resfult

the streamlining process, newsstand distributisdeen handled by the subsidiary Game Entertainment
S.r.l. since fiscal year 2006-2007.

Holding

The Holding segment covers all of the parent comsaroordination duties, including the management

of investment property and corporate brands.
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Information on geographical segments

Revenues are broken down below by region:

EUR/000 1Q11-12 1Q10-11 Change

Italy 23,640 22,943 697 3.0%
Rest of Europe 22,032 3,689 18,343 n.a.
Americas 2,645 5,071 (2,426) -47.8%
Rest of the world 2,98p 881 2,101 n.a.
Total consolidated revenues 51,299 32,584 18,715 57.4%

As a percentage of total consolidated revenuesigorsales—produced entirely by the International
Publishing segment—rose from 29.5% to 53.9% dubdsegment's significant increase in activity.

Sales in the rest of the world were made by thesididry 505 Games Ltd., mainly in Australia, the

Middle East and South Africa.
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11. SUBSEQUENT EVENTS

The following significant events have occurred si86 September 2011

e 26 October 2011: the subsidiary 505 Games S.id.Majesco Entertainment Company sigl
agreement for the publishing and distribution of MIBIA® Fitness 2 and another twelve tit
Management estimates that the agreement will briredoout€30 million in revenues in 2011-
2012.

e 27 October 2011: the annual general meeting oft&lifiros S.p.A. approves the consolid:
and separate financial statements for the yeardeB8eJune 2011 and elects a new boa
directors and bodrof statutory auditors, whose term of office wikpire with approval of tt

30-2014 financial statements.

12. CONTINGENT ASSETS AND LIABILITIES

There were no contingent assets or liabilitiestab8ptember 2011.
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13. RELATED PARTY TRANSACTIONS

In accordance with CONSOB Communications DAC/RM@I®74 of 20 February 1997 and
DAC/98015375 of 27 February 1998, it is hereby regmbthat all commercial and financial transactions
between Digital Bros S.p.A. and its direct subsid®and associates have been conducted at angth le

and do not qualify as atypical or unusual transasti
Subsidiaries
Commercial and financial transactions between #irenqt company Digital Bros S.p.A. and other Group

companies in the three months to 30 September 2@té settled at arm's length and are not necegsaril

reported in the interim management statement. aolsactions are summarized below:

EUR/000 Receivables Payables Revenuges Costs
comm. finan. comm. finan.
505 Games S.r.l. 0 964 0 0 121 (578)
Game Media Networks S.r.l. 0 360 0 0 0 0
Game Service S.r.l. 0 1,687 a7) 0 0 (35)
Game Entertainment S.r.l. 11 0 0| (2,564) 431 0
505 Games France S.a.s. 0 2,161 0 0 0 0
505 Games Ltd. D 2,272 0 0 0 0
Digital Bros Iberia S.I. ( 5,322 0 0 0 0
505 Games US Inc. 0 7,995 0 0 0 0
Total 11 20,761 A7) (2,564) 552 (613)

The parent company also provides a centralized castagement service, using giro accounts to which
the positive and negative balances between Grompanies are transferred at least once per quatier.

accounts do not bear interest.

Commercial and financial transactions between 5@Bn€s S.r.l. and other Group companies in the
period to 30 September 2011 were settled at aam{gtth and are not necessarily reported in theimter

management statement. Such transactions are surechaelow:

EUR/000 Receivables Payables RevenuesCosts
comm. finan. comm. finan.

505 Games Ltd. D 0 0 0 12,394 (410)
505 Games France S.a.s. 0 0 0 0 3,180 0
Digital Bros Iberia S.I. 0 0 0 261 0
505 Games US Inc. 698 0 0 0 817 0
505 Games Nordic AB o) 6 0 0 0 0
505 Games GmbH 0 0 (73) 0 0 (38)
Total 698 6 (73) 0 16,652 (448)

The intercompany revenues of 505 Games S.r.l. sbe$ivideo game sales to 505 Games Ltd., 505
Games France S.a.s. and Digital Bros Iberia S, the billing to 505 Games US Inc. of royaltiesl an

other costs incurred on its behalf.
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The intercompany costs of 505 Games S.r.l. refethéo charge-back of payroll costs and operating

expenses by 505 Games Ltd. and of marketing cgsi®% Games GmbH.

Other intercompany transactions of a more modestasie the charge-back of marketing expenses by 505
Nordic AB to 505 Games Ltd. f&4 thousand.

Other related parties

Transactions with other related parties concerndbal counsel provided by director Dario Treves] a
the property leasing arrangement between Matov Ibiilaoce S.r.I. (owned by the Galante family) and
the parent company and 505 Games France S.a.s.

Transactions pertaining to Digital Bros S.p.A. asgfollows:

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

Dario Treves ( 0 (21) 0 0 (63)

Matov Imm. S.r.l. q 635 (14) 0 0 (181)

Total 0 635 (35) 0 0 (244)

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

the Via Tortona premises.

The rent paid by 505 Games France S.a.s. to Matow.IS.r.l. during the period amounts €40

thousand.

Tax consolidation

Digital Bros S.p.A., in its capacity as parent camg'consolidating company, has opted for the tax

consolidation allowed by Italian law.

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

is caused to the individual participants in thetsys

14. ATYPICAL AND UNUSUAL TRANSACTIONS

There were no atypical or unusual transactionshia br the previous year, as defined by Consob
Communication DEM 6064293 of 28 July 2006.
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STATEMENT PURSUANT TO ART. 154- BIS (5) OF THE
CONSOLIDATED FINANCE ACT

We, the undersigned, Abramo Galante as chairmathefboard of directors and Stefano Salbe as
financial reporting officer of the Digital Bros Qip, hereby declare, including in accordance with Ar
154bis (3) and (4) of Legislative Decree 58 of 24 Febru998:
- the adequacy of in relation to the characterisifdbie business; and
- due compliance with
the administrative and accounting procedures faparation of the interim management

statement at 30 September 2011.

We also confirm that:
1. the interim management statement of the DigitakBBooup at 30 September 2011

a) has been prepared in accordance with the applidabdenational Accounting Standards
recognized by the European Union pursuant to Régnld606/2002/EC of the European
Parliament and the Council of July 19th, 2002, antipular with IAS 34 - Interim Financial
Reporting, and comply with the measures enactedtferimplementation of Art. 9 of
Legislative Decree 38/2005;

b) corresponds to the ledgers and accounting entries;

c) provides fair and truthful disclosure of the finaicstatus and performance of Digital Bros

S.p.A. and of the companies included in the codatithn;

2. the interim directors' report contains informatiom the key events that took place during the
first three months of the year and their impacttba interim management statement at 30
September 2011, and describes the main risks acertamties. The interim directors' report

also includes information on significant relatedtparansactions.

Milan, 4 November 2011

Signed
Abramo Galante Stefano Salbe
Chairman of the board of directors Financial reporting officer
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