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The financial statements have been translanted into English from the original version in Italian.
In case of doubt the Italian version shall prevail.
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_Reply Financial highlights

Financial figures (thousand euros) 2005 % 2004 %
Revenues 144.675 100,0 111.820 100,0
Gross operating income 21.017 14,5 14.160 12,7
Operating income 18.820 13,0 12.005 10,7
Income before taxes 18.841 13,0 11.481 10,3
Group net income 6.864 4,7 4.682 4,2
Balance sheet items (thousand euros) 2005 2004
Group shareholders’ equity 61.056 55.273
Minority interest 206 1.037
Total assets 129.474 106.166
Net working capital 41.352 40.616
Net invested capital 59.062 54.260
Cash Flow (*) 4916 1.624
Net financial position 2.200 2.050

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

Data per single share 2005 2004
Number of shares 8.411.710 8.357.010
Operating income per share 2,24 1,44
Net result per share 0,82 0,56
Cash Flow per share 0,58 0,19
Shareholders’ equity per share 7,26 6,61
Other information 2005 2004
Number of employees 1.277 1.011
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_Letter to the Shareholders

To our Shareholders,

2005 was another successful year for
Reply, which achieved further consolidation
and development, and whose results
exceeded the market average.

Creating value for all Reply stakeholders has always
been the basic principle of our corporate vision.

Reply is led by a group of partners and managers who
have been able to make this model successful in com-
petitive markets and currently work to have Reply
become a primary player in a new scenario where
telecommunications, media and consumer electronics
are converging and where Digital LifeStyle and Digital
Workstyle components will merge.

Companies like Reply will create innovation and value
for their customers, integrating increasingly multimedia
and interactive systems, designing application platforms
made up of “configurable services” and enabling more
and more complex and differentiated communication
technologies.

In recent years, Reply has expanded thanks to its ability
to anticipate market evolution and provide its cus-
tomers with state-of-the-art technology solutions and
the best organizational models. This approach allowed



us to increase our turnover from 3 million euros in
1996 to over 144 million euros in late 2005.

| am persuaded that, putting into practice the ideas our
model is based upon, we will be able to build a Europe-
wide network of highly specialized “boutiques” in the
ICT service market.

The decision to focus on the German market in 2006
has opened up new growth horizons for Reply. This is
the largest market in Europe, but also an excellent
springboard for future expansion towards Eastern
European countries. In the framework of this strategy,
in late 2005 we acquired the controlling stake of
syskoplan A.G., a German company listed on the
Frankfurt Stock Exchange, which boasts solidity and a
high-quality image.

2006 is for us a year of particular importance: it is the
tenth anniversary since the establishment of Reply.

These ten years have deeply changed the way we live,

work, establish relationships, our habits and our day-to-
day attitudes.

Since its foundation ten years ago, Reply has grown and
consolidated thanks to the commitment and skills of all
those people who have chosen to be part of this Group.

Companies like us rely on excellence, on individual
qualities and on the ability to be part of a team. “Being
a team” is not an abstract phrase for Reply, but rather
a tangible way to share the values of the entire Group.
These values are both human — ethics, trust, honesty,
accountability — and professional - customer, focus,
innovation, methodology, team, timeliness.

| believe this is the driver and the essence of our devel-
opment, our success and our current image in ltaly,
which we want to export to Europe.

The Chairman

Mario Rizzapte

®
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_Reply Group
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Within Reply, the continuous approach aimed at technological innovation and the
developments of specific skills are core values; their importance is enforced with
its networked organization-based business model, but it is the excellence of our
own people that drives the success of Reply.

The swift evolution of communication networks, Reply supports its customers in this path of innovation
together with the establishing of the digital economy, with solutions and services aimed at fully leveraging the
has forced companies to adopt new methods of opportunities provided by the Internet and
communication, interaction and work based on the communication technologies.

ability to transfer data and information in real time to
all the players involved in the value chain.



_Reply can boast:

__A culture strongly oriented towards technological
innovation;

__A flexible structure able to anticipate market
developments and new business models;

__A delivery method of proven success and
scalability;

_A network of companies specialised by area of
competence;

__Teams consisting of specialists educated at the
most qualified universities, working together to
achieve fast and excellent results;

__A highly-experienced management, strongly focused
on generating profit;

_Long-term relationships with its own customers.
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Technology innovation

Networking, in particular the convergence between contents and
technology, is the driver of competition today. Companies like Reply create
innovation and value for their customers integrating increasingly multimedia
and interactive systems, designing application platforms made up of
“configurable services” and enabling more and more complex and

differentiated communication technologies.

SOA and Web Services

The Net - both wired and wireless - has set the founda-
tions for new business, technology, process and product
models: a network of networks.

A “confederation” of systems enabling new working

methods, based on ubiquity and mutual interoperability.

Web Services and SOA are a model whose applica-
tion components, weakly interconnected, are pub-
lished, consumed and combined to other applica-
tions made accessible by the Web.

The new applications consist of two or more service levels:

__ Channel services, to implement logics relating to

interfaces with end-customers;

__ Business services, to distribute the business logic over

individual components;

__ Business Process Management elements: for the

orchestration and monitoring of processes.

When SOA-based solutions are deployed, it is essential
to adopt a correct methodological approach and to pos-
sess in-depth knowledge of new architecture paradigms
along with their specific applications in different prod-
uct frameworks.
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The offer of Reply on Web Services, SOA and SODA-
(Service Oriented Development of Applications) -based
approaches includes:

__ Design of new service-oriented architecture models;

__Support in the evolution of application platforms
(ERP, Application Servers and Portals) towards new
SOA-based architecture models;

__ Competence on new programming paradigms based
on J2EE and .NET components;

__ Consultancy in the design of services based on SODA
models;

__ Design and management of systems supporting Web
Services monitoring and control.

Reply believes that the development of the Web will be

increasingly focused on service-based models.
That is why it was the first partner to join WS-I, the

worldwide organization for Web Services interoperability.

N

Mobile and Wireless

Network infrastructures and applications currently avail-
able allow creating a new generation of converging serv-
ices, available for customers anywhere and at all times.
Mobile content providers need to deliver services which
are really device-independent, to build on contents, to
increase market penetration and to reduce production
costs of VAS services.

Reply supports its customers in the deployment of inno-
vative business scenarios, integrating architectures for
the distribution of value-added services with content
delivery components.

For enterprises, mobility means extending and making
available their business processes on a variety of
devices to allow employees, partners and customers to
communicate and access contents and applications
anywhere and at all times.
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The introduction of an effective mobile strategy into the
enterprise requires a careful analysis both from a tech-
nology point of view and in terms of processes.

For Reply, building a mobile eco-system means:
Enabling an "always on" infrastructure, making it
available to businesses and service providers to manage
and distribute services;

Enabling wireless and wired devices for communication
and collaboration in order to offer high value-added
integrated services;

__ Enhancing the experience of mobile users with context-

dependent services delivered in a proactive way.

Reply combines together skills on communication
devices and protocols with knowledge on major busi-
ness processes and supports customers in the deploy-
ment of mobile solutions for a competitive management
of all business services, both corporate and consumer.

Reply deploys collaborative environments which ensure
easy access to information anywhere and at all times.
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Digital Television

The adoption of the digital standard for terrestrial trans-
missions is the most important technology innovation in
the history of television, even more than colour TV,
satellite transmissions or the remote control. Digital
technology has the potential to change consumption
habits, operator business models and therefore the
Telco-media industry as a system.

Unlike so-called “non-interactive decoders”, set-top
boxes configured to receive the digital terrestrial sig-
nal or for IPTV, can support interactive functions,
transforming the television into an all-in-one terminal,
capable of interacting with the TV program currently
on air and for the first time enabling viewers to take
an active role.

This means that all the households who have a TV set
can avail themselves of new interactive environments

capable of enabling increasingly exciting Digital
Lifestyle components.

The Digital service revolution has just started. The
opportunity to offer contents with the quality and ease-
of-use of broadcasting services, as well as interactive
and customization features, an “unlimited” number of
channels (they may be as many as one for each user)
provided by broadband networks will bring about
changes in the content value chain over time.

Reply believes that the future of our society will lie in
the spreading of new interaction channels. That is why
it supports major industry operators in the path towards
the convergence and the re-definition of their business
models, with consulting services and a full mastering of
communication and content distribution technologies
(IpTV, Dvb-H, DTT...).
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_Market focus
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Telco & Media

In recent years, the Telecommunications market has
seen the development of operators, from suppliers of
connectivity to providers of value-added services.
Network infrastructures and the applications available
enable a new generation of converging services focused
on users (businesses, consumers, employees), termi-
nals (Smart phones, PDA, PC, etc.) and a new pattern
of use. Wireless and Internet-based applications
require a more and more sophisticated approach, both
in the design and in the development stage. The vol-
ume of information managed and transmitted requires
increasingly complex infrastructures, such as storage
area networks.

Reply is currently one of the main technology partners
in the process of convergence between Telco and

V. './\‘

Media, with a special focus on components related to
the terrestrial digital technology, to the management of
multimedia contents and assets and to Billing and CRM
services.

The current relentless technological evolution is chang-
ing the communication landscape and potential; it is
fundamental for companies to be able to develop spe-
cific content for the various media available, always
focused on the perspective of the end customer.

In so doing, Reply integrates expertise and skills in
the major technologies, as well as communication
and creativity to design content and enable innovative
services that leverage the potential of the new digital
channels.



_Discovery Reply™

__Reply helps its customers build a new and effective
approach to digital media management, so as to fully
harness the potential offered by the variety of new
communication channels. Knowledge on communication
infrastructures and on content management platforms
allows Reply to develop leading-edge Digital Media
solutions.

__Reply’s Digital Asset Management platform Discovery
Reply™ offers companies an opportunity to improve
efficiency in the management of the entire life-cycle of
digital assets, thanks to innovative methods of workflow
organization, a high level of interoperability with the other
business systems, and advanced content multi-channel
distribution systems.

_ Discovery Reply™ facilitates the transition towards
integrated models of content production, use and
archiving, through an open and flexible platform and a
simple and intuitive interface for the entry, processing,
cataloguing, access, search and distribution of digital
assets.
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Industry and Services

Successful businesses must be able to make fast deci-
sions and act effectively, aligning strategies, people,
processes and technologies quickly and simultaneously
within “network structures”: complex aggregations of
customers, partners and suppliers.

Information systems provide processes with maximum
flexibility and an increasingly strict control. New
technologies enhance and extend the process potential:
Electronic tagging, web services, mobile solutions and
instant messaging have changed the pace at which
companies move.

Technological development and the ability to integrate
it effectively into application solutions are the basics
that Reply offers its own customers during the imple-
mentation, change and management of information
systems; from strategic design to the understanding and
re-definition of core processes and the creation of solu-
tions that can guarantee the integration of applications
in support of the Extended Enterprise.

Customer relationship management

Reply believes that building CRM solutions means iden-
tifying a relationship strategy: adopting the correct cul-
tural attitude to see the customer as an integral part of
your organization, re-designing - when necessary - cor-
porate processes and designing the application archi-
tecture in support of Marketing, Sales and Customer
Care activities.

Logistics and distribution

The availability of new technology solutions and the
speed of communications allow increasing efficiency in
Supply Chain Management. What is crucial is to re-defi-
ne and re-engineer processes such as purchasing, ware-
house and production unit location identification, stock
turnover control, product transport and distribution.
Reply helps its customers integrate operating partners,
designing optimised Supply Chain Execution models in
the Warehouse Management, Transportation
Management, Planning and Inventory components.

Production system

A faster and faster response to market demands with
products often “defined by the customer” requires pro-
duction systems that can speed up the adjustment to
increasingly unpredictable and variable product features.

For Reply, this involves re-thinking the systems gover-
ning production under a real-time perspective, aligning
them more and more to e-business model paradigms.



_Click Replym™

__The new frontier of the Supply Chain is to integrate end-to-end
solutions, capable of bringing down barriers among suppliers,
companies and end-customers, transforming the current models into
real Collaborative Networks, where a correct design and implementation
of Execution components is becoming more and more important. In this
scenario, in the field of Auto-ID (automatic identification) technologies,
l.e. systems that can obtain identification data of objects and people
automatically, the use of RFID (Radio Frequency |IDentification) Labels
or Tags is becoming more and more popular.

__Reply has been one of the first companies to invest in RFID
technology in ltaly, in order to provide enterprises with a full and
integrated offer: from consultancy for operating process overhauling,
to the development of a specific design method, and the definition
of a specific application framework integrated within Click Reply™ ,
its proprietary platform for Supply Chain Execution.

__The solution architecture, fully oriented towards services and based
on open standards, enables integration with both ERP systems and
SCE and MES systems, allowing for the management and control of
a wide range of devices used to read and write RFID-based tags.

__The availability of an application framework for the management of
the RFID technology means a step forward in the possibility of
combined use of new wireless and mobile technologies in the real-
time management and control of the supply chain, providing TAG
RFID information on products, packaging, pallets or containers in
real time.

_ Click Reply™, with its Warehouse Management, Transportation
Management, Planning and Inventory components is used by over
170 customers world-wide to optimize their Supply Chain Execution.
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Banking, Insurance

and Financial Service Providers

The new communication technologies have created new
challenges and opportunities for the Banking and
Insurance industry:

— identify and implement solutions and new systems
that enable the integration, management, and above all,
re-utilisation of existing information assets;

— promote and introduce standards for inter-operability
with the ecosystem of partners and customers,
transforming data and information into a competitive
edge.

2005 was an especially significant year for Banking
Institutes in terms of the introduction of new tech-
nologies.

Banking Institutes have implemented the procedures
required by the new Basel 2 agreement directives and
by Banca d’ltalia provisions on the assessment of oper-
ating risks both in terms of disaster recovery and of
BCP. Banks have also started important projects related
to managed assets — new instruments for performance
measurement and portfolio rationalization — and to the
development of new multi-channel platforms supporting
the management of private customers.

The adoption of open and multi-channel-oriented tech-
nologies enables a profit increase thanks to cost-reduc-
tion, customer retention and the creation of new busi-
ness opportunities.

Reply helps its own customers to anticipate changes,
defining strategies based on new technologies (Web
Services, SOA, Mobile and Wireless solutions, multi-
channel portals, on-line self-services, Business
Intelligence and Knowledge Management) in order to
introduce actual innovation into mission-critical areas
such as Trading, Asset Management, support to busi-
ness relationships and the Human Capital Management.

Energy & Utilities

Following the move towards the enforcement of “deregu-
lation”, that has also been underway in Italy for several
years, in line with the European plan, for the first time
the industry has tackled the phenomenon of competi-
tion, going through a stormy phase dominated by strong
pressure on revenues and margins and the need to pro-
vide higher levels of service and security at all times.

The most innovative enterprises have regarded this
moment of change as an opportunity to gain a competi-
tive edge over competitors and to leverage new opportu-
nities to generate profits, by achieving an increase in vol-
umes which exceeds market trends, although they oper-
ate in a commodity business.

Reply has defined a portfolio of offers for the Energy

& Utilities industry spread over three main vertical areas
— Retailer, Merchant Energy Provider and Network
Operations — that provide strategic and technological
consultancy services aimed at optimising processes and
selecting and implementing the most suitable technolog-
ical platforms and architectures.

A specific line of consultancy is dedicated to support
program management, project management and change
management in terms of processes, organisation and
implementation of new business components.



Public Sector

The globalization process at European level and federal-
ism at national level are having an increasing influence
on the trend of demand in the Public Sector market in
which, for some time, there has been a move towards
reducing bureaucracy and improving services offered to
users (citizens and businesses).

The evolution towards increasingly customized services
delivered in real time; ensuring citizens access to infor-
mation; providing services on PCs, palmtops, TVs,
mobile phones; maintaining data and information con-
sistency among the various offices. More and more
administrations use technologies to manage the rela-
tionship with citizens, leveraging and efficiently manag-
ing all our information assets and ensuring employees
access to knowledge in day-to-day work.

In the Central and Local Public Sector, Reply uses its
experience gained in recent years, in the most
advanced online services, speed of execution and the
high professional level of its own consultants, creating
vertical applications and skills in order to maximise per-
formance and effectiveness in the deployment of indus-
try-specific solutions.

Reply’s e-government ventures are aimed at creating
solutions that allow companies and local governments
to compete effectively in the new scenario in which
Local and Central Public Sectors operate.

=
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__The bhusiness model

Reply operates with a network of companies respectively specialised in Processes,
Applications and Technologies that are centres of excellence capable of winning
“Best in Class” positions in their own areas of competence.

__Processes __Reply services include:
Reply considers the knowledge and usage of
technology as a new enabling factor to Consultancy
processes, resulting from an in-depth strategic, communication, process and technology
expertise of the market and the industry- consultancy;

specific contexts;
System Integration

__Applications full exploitation of the technology potential combining
Reply designs and deploys application business consultancy with innovative and high value-
solutions aimed at satisfying the core added technological solutions;

business requirements of companies;
Application Management
__Technologies management, monitoring and on-going innovation of
Reply optimises the use of state-of-the-art technological assets.
technologies to develop solutions that can
guarantee customers maximum efficiency
and operating flexibility.

26



_Reply: the value of people

Reply relies on the excellence of the people who are __Sharing customer objectives
part of it. Reply women and men contribute to shape __High professional level and quick implementation
our brand with customers and partners and represent __Culture and flexibility
our corporate values and image. This is the reason why
we only look for people educated at the most qualified Excellence:
universities and who natively share our values. basic culture, research, focus on quality, reliability,
enhancement of results.
Anyone who wants to be part of the “Reply universe”, Team:
whatever the company, has decided so because he/she co-operation, transfer of ideas and knowledge, sharing
will best harness his/her potential within an organiza- of objectives and results, respect of individual characte-
tional model based on: culture, ethics, trust, honesty ristics.
and accountability. Customer:
shared objectives, customer satisfaction, conscientiou-
These are essential values, for the on-going improve- sness, high professional level, sense of responsibility,
ment and for increased focus on the quality of one’s integrity.
own work. Innovation:
vision, experimentation, courage, research, improve-
Every day all the managers of the Group work to build ment effort.
on the values that have always been the foundation of Timeliness:
Reply and have supported its growth. method, experience in project management, achieve-

ment of customer’s results and targets.
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Reply Consolidated financial statements as at 31 December 2005

Consolidated results of Reply

Introduction

As of January 1, 2005 the Reply Group has adopted the international accounting standards IAS/IFRS. The correspon-
ding comparative figures of 2004 have been reinstated and remeasured according to the new standards. Further detail
of the contents and the effects of the adoption of the new standards in relation to 2004 figures is provided at the
appropriate paragraph in this report.

Trend of the period

The consolidated turnover in 2005 totalled 144.7 million euros (+29.4%) with EBITDA of 21.0 million euros
(+48.4%), and an EBIT of 18.8 million euros (+56.8%). Income totalled 6.9 million euros (+46.6% compared to
2004).

The net financial position at December 31, 2005 stood at 2.2 million euros compared to 2.1 million euros at
December 31, 2004.

In 2005 Reply confirmed positive trends. Results achieved by the Reply Group demonstrate that Reply is a competiti-
ve and reliable reality with a flexible structure capable of anticipating market trends and provide its customers with
state-of-the-art technology solutions and the best organizational models.

Among the significant events in 2005, the agreement for the acquisition of the majority share in Syskoplan AG took
place, a German consultancy and application management company, leader in SAP technologies and CRM consultan-
cy, listed on the Frankfurt Stock Exchange. Acquisition of 63.7% of the share capital of the German company was
completed in the first half of 2006.

Syskoplan ended 2005 with consolidated turnover of 41.8 million euros, pre-tax profits of 3.2 million euros and a net
financial position of 19.3 million euros. Year ended 2005 was an important year characterized by significant growth of
financial and economic results. With the acquisition of Syskoplan, the Group has laid solid foundations for the future
development of the Reply Network in Germany.



Reclassifed consolidated statement of income
Reply’s performance is shown in the following reclassified consolidated statement of income and is compared to corre-

sponding figures of the previous year:

Directors’ report on operations
Financial statements and notes

Annexed tables

Transition to international accounting standards (IAS/IFRS)
Statutory Auditors’ Report
Independent Auditors’ Report

(thousand euros) 2005 % 2004 %
Revenues 144.675 100,0 111.820 100,0
Purchases (3.544) (2,4) (3.438) (3,1)
Personnel (69.866) (48,3) (56.341) (50,4)
Services and other costs (49.399) (34,1) (37.546) (33,5)
Other unusual operating income/expenses (849) (0,6) (335) (0,3)
Operating costs (123.658) (85,5) (97.660) (87,3)
Gross operating income (EBITDA) 21.017 14,5 14.160 12,7
Amortisation, depreciation and write-downs (2.197) (1,5) (2.155) (2,0)
Operating income (EBIT) 18.820 13,0 12.005 10,7
Result of equity investments 477 0,3 (210) (0,2)
Financial income/(expenses) (456) (0,3) (314) (0,2)
Result before tax 18.841 13,0 11.481 10,3
Income tax (10.993) (7,6) (6.366) (5,7)
Net result before minority interest 7.848 5,4 5.115 4.6
Minority interest (984) (0,7) (433) (0,4)
GROUP NET RESULT 6.864 47 4.682 4,2
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The breakdown of Group revenues is detailed in the pie graphs below:
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Trend in the major economic indexes is shown in the graphs below:
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Analysis of the financial structure

Directors’ report on operations
Financial statements and notes
Annexed tables

Transition to international accounting standards (IAS/IFRS)

Statutory Auditors’ Report
Independent Auditors’ Report

The table below details the Group’s financial structure as at 31 December 2005 compared to 31 December 2004.

(thousand euros) 31/12/2005 (a) % 31/12/2004 (b) % Change (a-h)
Current operating assets 87.851 71.655 16.196
Current operating liabilities (46.499) (31.039) (15.460)
Net working capital (A) 41.352 40.616 736
Non current assets 27.634 20.130 7.504
Non M/L term financial liabilities (9.924) (6.486) (3.438)
Net fixed capital (B) 17.710 13.644 4.066
Net invested capital (A+B) 59.062 100,0 54.260 100,0 4.802
Shareholders’ equity (C) 61.262 103,7 56.310 103,8 4.952
NET FINANCIAL POSITION (A+B-C) (2.200) (3,7) (2.050) (3,8) (150)

Net invested capital amounting to 59.062 thousand euros as at 31 December 2005, was financed by Shareholders’

equity for 61.262 thousand euros, with a residual net financial position of 2.200 thousand euros.

The following table details the net working capital.

(thousand euros) 31/12/2005 (a) 31/12/2004 (b) Change (a-h)
Inventories 1.547 278 1.269
Trade receivables 79.662 65.106 14.556
Other operatin