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GROUP STRUCTURE

December 31, 20

05

Corporate name

% of stake held

TXT e-solutions

S.p.A.

TXT e-solutions GmbH\
[ 100% )

TXT e-solutions SarL\

TXT e-solutions SL )
100% )

100% )

TXT e-solutions LTD\
[ annns )

TXT Polymedia S.p.A.
100%

_[
_[

Tecno Team S.r.l.
100%

December 31, 2006

Corporate Name

% of stake held

TXT e-solutions
S.p.A.

TXT e-solutions GmbH\
[ 100% )

TXT e-solutions SL )
100% )

TXT e-solutions SarL\
100% )

TXT e-solutions LTD\

Annns Y,

TXT Polymedia S.p.A.
100%

Tecno Team S.r.l.
100%




KEY DATA

December December
ECONOMIC FIGURES 31, 2006 31, ,2005 % 4Q, 2006 % 4Q, 2006 %
(€ thousand)
Break-down :
Industry & Retail 23.052 41,3 21.244 38,8 6.068 41,6 5.764 36,8
Media & Telco 17.288 30,9 17.994 32,8 4109 28,1 5.023 32,1
Banking & Finance 5.114 9,2 5.019 9,2 1.505 10,3 1.312 8,4
Aerospace & Defense 7.908 14,2 7.482 13,7 2.054 14,1 2220 14,2
Corporate Research 2.498 4,5 3.062 864 1.334
—
Operating Profit (795) (€))] 2.793 51 (1.109) 8)

Equity and December December September
financial data 31, 2006 31, 2005 . 30, 2006

(€ thousand) €)) ((0))

Total assets 58.139 54.721 3.418 57.714

Capital employed 41.412 40.384 1.027 39.085

Net financial position 1.674 8.465 (6.791) 2.427

December December September
Data per share 31, 2006 31, 2005 . 30, 2006

(in euro)

Operating profit per share -0,30 -1,37

December December
Other Information 31, 2006 31, 2005

(€Y (b)




DIRECTORS COMMENT ON THE RESULTS OF THE 4Q06 AND
THE 2006 FINANCIAL YEAR.

Dear Shareholders,

In the 2006 financial year, the TXT Group (hereinafter TXT) has
achieved consolidated proceeds to the tune of 55,9 million Euros, as
compared to 54,8 million Euros in 2005, with a 2% increase and a positive
operating result (EBITDA — Earnings Before Interests, Taxes, Depreciation
and Amortization) to the tune of 3,7 million Euros (6,4 million Euros in
2005, -42,4%).

The costs before the EBIT (Earnings Before Interests and Taxes) operating result of
minus 0,9 million include extraordinary non-recurring items for the amount of 0,9
million, all recorded in the forth quarter 2006.

The result before taxes (EBIT - Earnings Before Interests and Taxes) has been
negative for 0,9 million Euros, compared to a positive result of 2,7 million Euros in
2005.

The main reason for these results has been a slowdown in the sales of licenses for
the company’s products: the proceeds for licences and maintenance in 2006 has
been to the tune of 6,6 million Euros at all (8 million Euros in 2005, -17,1%).

The TXT Group consolidated statement of income in 2006 is herein reported:

TXT e-solutions SpA

CONSOLIDATED P & L STATEMENT AS OF DECEMBER 31, 2006

Var. %
(in € thousand) 2005 9% 2006 % 06/05  4QO05

REVENUES 54.800 100,0 55.860 100,0 1,9 15.653 100,0 14.599 100,0

TOTAL DIRECT COSTS BY
AREA 25.282 46,1 27.646 49,5 9,4 6.811 43,5 7.346 50,3

GROSS MARGIN 29.519 53,9 28.214 50,5 4,4) 8.842 56,5 7.254 49,7

INDIRECT COSTS

Research & Development 4.646 8,5 3.941 7,1 (15,2) 1.656 10,6 1.111 7,6
Marketing & Sales 9.473 17,3 10.205 18,3 7,7 2,592 16,6 2.566 17,6
Corporate services 9.003 16,4 10.386 18,6 15,4 2.519 16,1 3.239 22,2




EBITDA T 6.396 11,7 3.682 6,6 (42,4) 2.075 13,3 338 23
Amortization, depreciations &

write-downs 3.603 6,6 4.477 8,0 24,3 1.103 7,0 1.447 9,9
OPERATING RESULT (EBIT) 2.793 5,1 (795) (1,4) (128,5) 972 6,2 (1.109) (7.6)
Income (expenses) & financial

provisions (139) (0,3) (113) (0,2)  (18,5) (89) (0,6) 56 0,4
Profit before tax (EBT) 2.655 4,8 (908) (1,6) (134,2) 883 56 (1.054) (7,2)

In the forth quarter 2006 TXT Group consolidated proceeds have been
to the tune of 14,6 million Euros, with a 6,7% decrease compared to the
same quarter 2005 (15,6 million Euros).

The gross operating result (EBITDA - Earnings Before Interests, Taxes,
Depreciation and Amortization) of the forth quarter 2006 has been
positive for 0,3 million Euros, while in 2005 it has been positive for 2,1
million Euros (-83,7%). The quarter has closed with a negative result
before the taxes within the business competence (EBT — Earnings Before
Taxes) of minus 1,05 million Euros, (positive for 0,9 million Euros in the
forth quarter 2005).

In the forth quarter 2006 the proceeds for licences and maintenances has been to
the tune of 1,65 million Euros, compared to 2,9 million Euros of the forth quarter
2005.

The consolidated net financial position as of 31/12/06 is positive and to the tune
of 1,6 million Euros, compared to 2,4 million Euros at the end of the third quarter

2006.

Net financial position

December September December

31, 2006 30, 2006 . 31, 2005
(in € thousand) (@ ()
Cash and bank assets 3.913 3.645 268 4.387
Current financial assets 4.397 5.403 (1.006) 5.822
Swaps — repurchase agreements 0 0 0 1.483
Due to banks (3.853) (3.838) (15) (1.222)
Due to other providers of finance within 12 months 0 0 0 (5)
Financial position, short term 4.457 5.210 (753) 10.465
Due to banks beyond 12 months (2.783) (2.783) 0 (2.000)
Due to other providers of finance beyond 12 months 0 0 0 0
Total net financial position 1.674 2.427 (753) 8.465




As of December 31st 2006 the company’s personnel has been to the tune of 542
Units, increasing compared to 31/12/2005 (manpower: 509 units), 75 of whom
abroad.

In the 2006 financial year TXT has taken orders for 59,4 million Euros,
with a 4,2% increase compared to the same period of the previous year
(57 million Euros). In the forth quarter the orders received have been to
the tune of 14,3 million Euros (+2,7%), 7,3 million Euros of which for the
BU Industry&Retail (+ 10,5%), 55,9% of which from the branches abroad.
Against these results, in the second half of 2006 the company has started
a plan for operating costs cut and internal reorganization, called
Competitiveness Project, and it has sped up the release of new products in
its two main business fields, Demand & Supply Chain Management and
Polymedia. The actions have aimed at adjusting the economic
fundamentals and speeding up the products innovation and the sales will
go on in the 2007 financial year.

In the first stage of Competitiveness Project the Group management has been
changed, by bringing the two operating companies reporting directly to CEO; the
responsibilities of Personnel and Procurement Office duties have been changed; most
of contracts for the purchase of goods and services, which amounted to 13 million in
2006, have been renegotiated, with the first savings as from the first quarter 2007.
The Corporate Marketing and Research activities have been included in reporting to
operating companies, in TXT e-solutions and in TXT Polymedia respectively, to the
end of enhancing the efficiency. The German branch has also been reorganized.

In the second half of 2006 the personnel as a whole has remained unchanged at
around 540 units, with a slight decrease in Italy and an equivalent increase abroad,
where the sale activities need to be expanded.

With regard to products, the Research and Development management has been
changed and a new quick clearances plan has been outlined. Demand Plug & Plan
and TXT Plan with powerful functions of Business Intelligence and Analytics has been
made available in the forth quarter 2006. They will be followed in 2007 by several
further important constituents of TXT Perform suite for Food, Fashion and Specialty
Retail sectors.

TXT Polymedia has released Polymedia Video and, in the first days of 2007, Video

JukeBox.




On the whole, now the sales force of the two divisions has the best products on the
respective international markets. The sale activities will also profit from the
contribution of the new TXT branches in the U.S.A. and Holland, as well as the
international distribution of TXT products by Microsoft and other relevant partners.

The Management intends to keep on a quick plan for competitiveness increase and

concomitant development of the sales of its products on the international markets.

Milan, February 9th 2007




ACCOUNTING PROFILES AND EXPLANATORY NOTES

Foreword

Incorporated in 1989 as TXT Ingegneria Informatica S.p.A, the name
changed to TXT e-solutions S.p.A. as of March 16, 2000. The company’s
core business is in the ICT sector wherein it provides software and
services-based solutions in vital application areas for clients by availing of
innovative information technologies.

The Group TXT e-solutions S.p.A. has adopted the IAS/IFRS international
accounting principles issued by the International Accounting Standard
Board and adopted by the European Union following the official
enforcement of the European Regulation n. 1606 dated July 2002,
commencing January 1, 2005 and January 1, 2006 regarding the separate

financial statements of the Parent Company.

Notes on the Group’s annual report

The Quarterly Report herein has been issued, in its form and content, in compliance
with the provision envisage in IAS 34 “Interim Results”. It respects the international
accounting principles “IAS - IFRS” laid down by the International Accounting
Standards Board and adopted by the European Union, inclusive of the observations
provided by the International Financial Reporting Interpretations Committee

(“IFRIC™), formerly known as the Standing Interpretations Committee (“SIC™).

The Quarterly Report as of December 31, 2006 consists of the consolidated financial
statements, reclassified consolidated accounting profiles, consistent, by form and
content, wherever applicable, with those provided with Quarterly Report at

December 31, 2005, 2005 and Financial Statements of the year 2005.

No exceptional occurrences took place during the financial year as to justify applying

the provisions of IAS 1.

Concerning information relating to the nature of the company’s activities, business
areas and significant events subsequent to balance sheet date please turn to the

Report on Operations drawn by the Directors.

Accounting parameters utilized in this report, the content and variations in each

caption are given below. All corresponding figures relating to the same period in




2005 have been restructured and reclassified pursuant to the new accounting

principles.
All figures are entered in euro, unless otherwise stated.

The publication and release of the report herein have been cleared by the Board of

Directors’ Meeting held on February 9, 2007.

Consolidation principles and evaluation parameters

To the end of consolidation, reports of each individual subsidiary consolidated on a
line-by-line basis have been utilized, modified wherever necessary as to comply with

the evaluation parameters adopted by the Parent Company.

All subsidiaries included in the consolidation area have been subjected to the global

integration method.

Balances expressed in currencies of non-euroland countries were individually
converted to the euro at exchange rates in force at period end (current exchange
rate method): historical exchange rates applied to shareholders’ equity items and
accounting period average applied to individual items of P & L Statement.
Differences are recorded as items of Shareholders’ Equity (“Translation Reserve”
under caption “Other Reserves”) up until the disposal of the stake. The consolidated
statement of cash flows features an average of exchange rates used in converting

cash flows of subsidiaries abroad.

The results given, as allowed by the rules governing the issue of quarterly reports,

are devoid of taxes for the period.

The sole variation in the area of consolidation compared to the previous financial
year, as already mentioned in the Report of the Board of Directors, is the acquisition
of “Tecno Team SrlI” on March 13, 2006, an operation which now enables the
company to offer a larger array of consulting services regarding ICT systems to
clients.
- Operating Profit before financial revenues/charges, taxes, depreciation,
amortization and write-downs (Ebitda): € 337.6799;

- Operating Profit before financial revenues/charges, taxes (Ebit): €
(1.109.319);

- Profit before taxes: € (1.053.728).
The results given, as allowed by the rules governing the issue of quarterly reports,

are devoid of taxes for the period.
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Statement of Cash and Funds Flow as at December 31, 2006 are stated.

Consolidation Parameters

The quarterly report was drafted pursuant to the accounting principles and

evaluation parameters contained in CE regulation 1606/2002 et seq.

The main consolidation parameters are the following:

a) The carrying value of investments held by the Parent Company in

subsidiaries included in the consolidation area has been eliminated against
the corresponding portion of shareholders’ equity subject to the absorption
of the assets and liability elements pursuant to the method of global

integration.

There are no portions of minority shareholders’ equity.

b) items pertinent to payables and receivables, costs and revenues,

expenditures and income transactions between companies included in the

area of consolidation have been omitted;

translation in euro of the currency featured in the financial statements of
the sole foreign company outside of the euro area (TXT e-solutions LTD)
was performed in accordance with the following methodology: assets and
liabilities have been translated at exchange rates in force at period-end,
namely (Lst. 1= € 1.4761), the P & L Statement has been translated
considering the average rate namely (Lst. 1 = € 1.47078); translation
differences resulting from the adjustment of shareholders’ equity opening
balance with exchange rates in force at period end have been expensed
under shareholders’ equity as “conversion reserve” under “Other reserves”;
differences resulting from the translation of operating profit considering the
average rate compared to exchange rate in force at accounting period-end

have been expensed under shareholders’ equity as “Conversion reserve”.

The evaluation and assessment of accounting items with regard to data at December

31, 20066 are based on IAS/IFRS principles in force to date and their interpretation

pursuant to the documents so far issued by the International Financial Reporting

Interpretations Committee (IFRIC).
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TXT e-solutions Group

Consolidated Balance Sheet at December 31, 2006

ASSETS

December 31, December 31, o
Figures in euro Notes 2006 2005 Variation
NON CURRENT ASSETS:
Intangible assets 12.472.423 9.237.103 3.235.320
- Goodwill 4.794.828 4.403.214 391.614
- R&D 5.861.511 3.932.259 1.929.253
- Intangible assets with a finite life 1.816.083 901.630 914.453
Tangible assets 2.076.422 2.928.743 (852.321)
-Buildings, plant and machinery 1.578.713 1.906.513 (327.800)
- Assets under financial leasing 497.709 1.022.230 (524.521)
Other non-current assets 373.209 366.674 6.535
- Investments 231.494 215.494 16.000
- Sundry receivables & other non-current assets 141.715 151.181 (9.465)
Assets for anticipated taxation 1.805.355 1.804.565 790
TOTAL NON-CURRENT ASSETS (A) 16.727.408 14.337.085 2.390.323
CURRENT ASSETS:
Inventories 2.449.266 2.203.024 246.242
Trade and other receivable, other current assets 30.653.013 27.971.950 2.681.063
Sellable securities 4.396.772 5.821.988 (1.425.216)
Cash and other liquid equivalents 3.912.625 4.387.405 (474.780)
TOTAL CURRENT ASSETS (B) 41.411.676 40.384.367 1.027.309
TOTAL ASSETS (A+B) 58.139.085 54.721.451 3.417.634
LIABILITIES

December 31, December 31, o
Figures in euro Notes 2006 2005 Variation
SHAREHOLDERS' EQUITY:
Share capital 1.311.556 1.300.652 10.904
Reserves 10 27.849.266 39.291.495 (11.442.229)
Retaining earnings/accumulated losses 1.160.487 (10.663.109) 11.823.596
Profit (loss) of the year (908.343) 604.770 (1.513.112)
TOTAL SHAREHOLDERS’ EQUITY (A) 29.412.966 30.533.808 (1.120.842)
NON CURRENT LIABILITIES:
Non current financial liabilities 2.782.823 2.000.000 782.823
Severance and other related funds 11 5.515.590 5.562.144 (46.554)
Deferred tax fund 0 0 0
Provision for future risks and charges 0 0 0
Sundry payables and other non-current liabilities 12 60.000 120.000 (60.000)
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TOTAL NON CURRENT LIABILITIES (B) 8.358.412 7.682.143 676.269

CURRENT LIABILITIES:

Current financial liabilities 13 3.852.628 1.227.373 2.625.255

Trade accounts 14 7.571.807 7.801.736 (229.929)

Tax payables 15 3.313.926 1.176.671 2.137.255

Sundry payables and other current liabilities 16 5.629.344 6.299.720 (670.375)

TOTAL CURRENT LIABILITIES © 20.367.706 16.505.500 3.862.206

TOTAL LIABILITIES (E=B+C) 28.726.119 24.187.643 4.538.475

TOTAL SHAREHOLD. EQUITY & LIABILITIES (A+E) 58.139.085 54.721.451 3.417.634
CONSOLIDATED P & L STATEMENT

At At
4Q, 2006 4Q, 2005 Absolute December  December  Absolute

(Figures in euro) variation % 31, 2006 31, 2005 variation %
Revenues 11.385.986 13.949.677 (2.563.690) (18,38) 52.860.690 50.135.672 2.725.018 5,44
Other income 3.214.484 1.703.334  1.511.150 88,72 2.999.528 4.664.589 (1.665.060) (35,70)
Total revenues and
other income 14.600.470 15.653.010 (1.052.541) (6,72) 55.860.218 54.800.261  1.059.957 1,93
Procurements of
materials & external
services (5.798.790) (6.119.617) 320.827  (5,24) (21.998.474) (20.332.307) (1.666.168) 8,19
Payroll costs (7.664.668) (6.713.413)  (951.255) 14,17 (27.710.624) (25.665.064) (2.045.560) 7,97
Other operating costs (799.574) (743.892) (55.682) 7,49 (2.468.658)  (2.406.823) (61.835) 2,57
EBITDA 337.438 2.076.089 (1.738.651) (83,75) 3.682.461 6.396.067 (2.713.605) (42,43)
Amortization,
depreciation/write-
downs (1.446.998) (1.103.069)  (343.929) 31,18 (4.477.418) (3.602.753)  (874.665) 24,28
Profit/losses: sale of
non currents assets 0 0 0 0 0 0
Value restoration/write
down of non-current
assets 0 (25.000) 25.000 0,00 0 (25.000) 25.000 0,00
OPERATING
RESULT (EBIT) (1.109.560) 948.020 (2.057.580) (217,04) (794.957)  2.768.313 (3.563.270) (128,72)
Financial Income 315.353 49.622 265.731 53551 494.146 340.812 153.335 44,99
Financial expenses (259.761) (113.739)  (146.022) 128,38 (607.532) (454.524)  (153.008) 33,66
Profit before taxes (1.053.969) 883.902 (1.937.872) (219,24) (908.343)  2.654.601 (3.562.944) (134,22)
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TXT e-solutions Group

CONSOLIDATED CASH FLOW AT DECEMBER 31, 2006

December

(in € thousand) 31,2006

Cash Flow opening balance 10.209
Net profit for the period/accounting year (908)
Amortization, depreciation and write-down of fixed assets 4.287
Severance provisions 1.066
Other non-monetary charges 230
Cash flows generated by operations : 4.675
- Trade receivables (170)
- Inventories and work in progress (246)
- Other current assets (2.508)
- Trade payables (230)
- Advances from clients (680)
- Tax payables 2.137
- Other currents liabilities 5
- Severance and other pension benefits settled during the period (1.110)
- Other assets and liabilities at medium/long term (10)
Variations in assets and liabilities for the accounting period (2.813)
Cash flow variations generated by operations 1.862
Increase in intangible fixed assets (5.982)
Increase in tangible fixed assets (696)
Increase (decrease) in non-consolidated investments 0
Decrease in tangible and intangible assets 442
Variations generated by investments activities (6.235)
Due to banks 3.853
Increase of share capital and share-premium reserve (exercise of stock options) 396
Effect of exchange rate variations on consolidation of foreign companies 26
Variations on financial payables at medium/long term (782)
(Increase) decrease in financial fixed assets 2)
(Increase) decrease in securities 0
Distribution of dividends (1.049)
Other variations in shareholders’ equity 31
Cash flows (dues) generated by financial activities 2.474
Increase (decrease) in liquid and bank assets (1.900)
Cash Flow, closing balance 8.310

14




COMMENTS ON SOME ENTRIES OF BALANCE SHEET PROFILES

BALANCE SHEET

FIXED ASSETS

Intangible assets with indefinite life

At December 31, 2005

Variations in the period

At December 31, 2006

Cost Cumulative  Net Value Acquisitions/ Disposals Other  Amortization Total Cost Cumulative  Net value
Amortization Capitalizations movements Amortization
(figures in euro)
Goodwill 5.454.036  (1.050.821) 4.403.214 o] 0 (o] (o] 0 5.454.036  (1.050.821) 4.403.214
Consolidation difference 0 (o] o] 0 ] 391.614 0 391.614 391.614 (o] 391.614
Total intangible assets with indef.
life 5.454.036  (1.050.821) 4.403.214 o] 0 391.614 (o] 391.614 5.845.650 (1.050.821) 4.794.828
Intangible assets with a finite life
At December 31, 2005 Variation in the period At December 31, 2006
Cost Cumulative Net value Acquisitions/ Disposals Other Amortizations Total Cost Cumulative Net value
Amortization Capitalizations movements Amortization
(figures en euro)
Software Licenses 1.230.260 (970.721) 259.539 457.219 (o] 721 (103.070) 354.870 1.688.200 (1.073.791) 614.409
Trade-marks 72.215 (72.209) 6 o (56.242) 56.236 o 6) 72.209 (72.209) o
R&D, Advertising 10.918.064  (6.985.805) 3.932.259 4.502.561 (o] 0 (2.573.309) 1.929.252 15.420.625 (9.559.114) 5.861.511
Assets in process of formation 525.418 o] 525.418 963.123 (336.873) 0 (0] 626.250 1.151.668 0 1.151.668
Other tangible assets 11.229 (11.229) 0 58.610 ¢} (56.236) (2.368) 6 13.603 (13.597) 6
Non complete agreement 200.000 (83.333) 116.667 o ¢} 0 (66.667)  (66.667) 200.000 (150.000) 50.000
Total intangible assets with a
finite life 12.957.186  (8.123.297) 4.833.889 5.981.513 (393.115) 721 (2.745.414) 2.843.706 18.546.305 (10.868.711) 7.677.594
Tangible assets
At December 31, 2005 Variations in the period At December 31, 2006
Cost Cumulative Net value Acquisitions/ Disposals Other  Amortization Total Cost Cumulative Net Value
Amortization Capitalizations movements Amortization
(figures in euro)
Plants 2.778.189 (2.225.538) 552.651 221.190 940 0] (221.991) 139 3.000.319 (2.447.529) 552.790
Vehicles 231.765 (158.845) 72.920 106.411 (8.432) 0] (35.879) 62.100 329.744 (194.723) 135.021
Furniture & Fittings 838.276 (413.119) 425.157 45.516 (6.690) 3.214 (95.302)  (53.263) 880.315 (508.421) 371.894
Ordinary office machines 4.650 (4.260) 390 2.158 (2.816) 5.032 (1.424) 2.950 9.024 (5.684) 3.340
Electronic office machines 2.043.229 (1.248.731) 794.498 206.452 (2.380) 13.216 (405.593) (188.306) 2.260.517 (1.654.325) 606.192
Other assets 148.601 (148.601) 0 61.411 0 0 (61.411) 0 210.012 (210.012) 0
Improvement to third party
assets 1.107.636  (1.046.753) 60.883 72.515 (29.349) 0 (20.993) 22.173 1.150.802  (1.067.746) 83.056
Leasing 3.520.442 (2.498.212) 1.022.230 1.621 0 0 (699.723) (698.102) 3.522.063 (3.197.935) 324.128
Total tangible assets 10.672.788 (7.744.059) 2.928.730 717.273 (48.727) 21.462  (1.542.316) (852.308) 11.362.796 (9.286.375) 2.076.422

The caption intangible fixed asset includes:

e “Goodwill”

refers to value generated through the purchase of

business branch “Logilab”, € 2,1 million; “Program”, € 1 million;

the acquisition of “MSO Concept GmbH”, € 2,3 million; 1AS/IFRS

principles exclude goodwill from amortization on the grounds that it

has an indefinite life; an impairment-test was run which exempted

goodwill from write-down;

e “Consolidation differences” that represents the balance in the black

for the charges sustained in

relation to the 100% stake in “Tecno

Team Srl” and its shareholders’ equity; IAS/IFRS principles exclude

it from amortization on the grounds that it has an indefinite life; an
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