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The board of directors of Mediaset S.p.A. (“Mediaset” or the “Acquiring Company”), in agreement with 
the directors of Videotime S.p.A. ("Videotime", “VT” or the “Target Company”), has prepared the 
following draft terms of merger by acquisition in accordance with Article 2501-ter of the Italian Civil 
Code (the “Draft Terms of Merger”). Whereas: 

(i) Mediaset, a company listed in the Blue Chip segment of the Electronic Equity Market organised 
and managed by Borsa Italiana S.p.A., is the parent company of Mediaset Group, engaged 
primarily in television broadcasting in Italy and Spain. In particular, the business of Mediaset 
Group consists of (i) integrated television operations, which include commercial television 
broadcasting on three major Italian general-interest networks and a large portfolio of free-to-
air and pay TV thematic channels providing linear programming, non-linear content and OTTV 
services, with a wide range of content and exclusive rights to soccer matches, movies, TV 
series, documentaries and children’s programmes. Additionally, over the last two years 
Mediaset has established a radio broadcasting business, uniting three of the biggest national 
broadcasters; and (ii) the management of broadcasting infrastructure services through the 
equity investment held in the listed company EI Towers S.p.A., Italy’s leading provider of 
broadcasting infrastructure and electronic communication services for television and radio 
broadcasting and mobile communications; 

(ii) Videotime is a Mediaset Group company engaged, also through it wholly-owned subsidiary 
Videotime Produzioni S.p.A., in the creation, making and production of movies, commercials, 
television shows, documentaries, animated cartoons and, in general, television and movie 
productions of all kinds; 

(iii) Mediaset holds an equity interest in Videotime of around 99.2% of the share capital, with the 
remainder held by minority shareholders. In the interests of completeness, we report that RTI 
S.p.A., which presently holds a negligible number of Videotime shares, will sell and transfer to 
Mediaset by November 2017 its entire shareholding in Videotime, such that at the date of 
approval of the Draft Terms of Merger by the shareholders’ meeting of Videotime, RTI S.p.A. 
will no longer hold any Videotime shares;  

(iv) these Draft Terms of Merger were approved by the board of directors of Videotime on 10 
October 2017; 

(v) through the merger by acquisition of Videotime into Mediaset (the “Merger”), Mediaset and VT, 
for strategic and industry reasons, intend to rationalise and simplify Mediaset Group. 

Now, therefore, the board of directors of the Acquiring Company is called to approve these 
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DRAFT TERMS OF MERGER BY ACQUISITION 

 MERGING COMPANIES 

 Acquiring Company 

Mediaset S.p.A., public limited liability company listed in the Blue Chip segment of the 
Electronic Equity Market organised and managed by Borsa Italiana S.p.A., registered office in 
Via Paleocapa no. 3, Milan, Italy, share capital of €614,238,333.28 fully subscribed and paid-
in, Milan Business Register, tax identification and VAT registration no. 09032310154. 

1.0.1 Information on the share capital of the Acquiring Company 

At the date of these Draft Terms of Merger: 

(i) the share capital of Mediaset amounts to €614,238,333.28, fully subscribed and 
paid-in, divided into 1,181,227,564 ordinary shares with a par value of €0.52 
each; 

(ii) Mediaset holds 44,825,500 treasury shares in portfolio, equal to 3.795% of the 
share capital, the voting rights of which are suspended in accordance with Article 
2357 of the Italian Civil Code; 

(iii) no financial instruments have been issued which carry the right to subscribe 
newly issued shares;  

(iv) no share-based incentive plans are in place which entail the issue of new share 
capital, including bonus issues, as specified in greater detail in section 0. 

 Target Company 

Videotime S.p.A., public limited liability company, registered office in Via Paleocapa no. 3, 
Milan, Italy, share capital of €52,009,547.20 fully subscribed and paid-in, Milan Business 
Register, tax identification and VAT registration no. 06303760158. 

At the date of these Draft Terms of Merger, Videotime is subject to the management and 
coordination of Mediaset. 

1.1.1 Information on the share capital of the Target Company 

At the date of these Draft Terms of Merger: 

(i) The share capital of Videotime amounts to €52,009,547.20, fully subscribed and 
paid-in, divided into 100,018,360 ordinary shares with a par value of €0.52 each; 

(ii) Videotime has not issued Videotime shares that are not ordinary shares, and/or 
option rights, and/or convertible bonds or bonds-cum-warrant, and/or warrants, 
and/or other convertible financial instruments that confer the right to subscribe 
or purchase other Videotime shares, for which no such securities are outstanding. 

 BYLAWS OF THE ACQUIRING COMPANY – AMENDMENTS DERIVING FROM THE MERGER 

 Bylaws of the Acquiring Company 
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Following the Merger, Mediaset will not issue new share capital since (i) the Target Company 
shares owned by Mediaset will be cancelled without being exchanged, as Mediaset is the 
Acquiring Company; and (ii) the exchange for Target Company shares not held by Mediaset will 
be serviced by Mediaset treasury shares, as authorised by the Mediaset shareholders’ meeting 
on 28 June 2017, as described in greater detail in section 0 of these Draft Terms of Merger. 

The Mediaset Bylaws will not be amended as a result of the Merger. Accordingly, reference 
should be made to the bylaws currently in force, available on the corporate website 
www.mediaset.it.  

 FINANCIAL POSITIONS OF REFERENCE – SHARE EXCHANGE RATIO 

 Financial positions 

In accordance with and for the intents and purposes of Article 2501-quater of the Italian Civil 
Code, the Merger is to be approved, both as concerns Mediaset and as concerns Videotime, on 
the basis of their respective financial positions at 30 June 2017 (“Financial Positions”). 

 Share exchange ratio 

On the basis of the Financial Positions and the number of shares of the merging companies 
(net of their treasury shares), the share exchange ratio has been set at 0.294 Mediaset treasury 
shares per 1 Videotime share:  

 

 

  
Reference should be made to the Directors’ Report, prepared in accordance with Article 2501-
quinquies of the Italian Civil Code, for more information on the setting of the share exchange 
ratio. 

 Cash payments 

No cash payment is envisaged.  

 TERMS FOR THE ALLOTMENT OF ACQUIRING COMPANY SHARES 

 Allotment of Mediaset treasury shares servicing the Merger 

The exchange of shares owned by entities other than the Acquiring Company will be serviced 
by treasury shares held by Mediaset in portfolio, as authorised by the Mediaset shareholders’ 
meeting by resolution adopted on 28 June 2017. 

If the Target Company shareholders should not receive a whole number of shares in 
application of the share exchange ratio, when formalising the exchange Mediaset will round up 
the number of shares due to each shareholder to the next whole number, where the second 
decimal is equal to or greater than 5, and will round down the number of shares to the next 
whole number, where the second decimal is equal to or less than 5, to ensure the balancing of 
the transaction. 
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The Target Company shares owned by Mediaset will be cancelled as of the Effective Date of the 
Merger, as defined below. 

The share exchanges will be conducted by authorised brokers commencing as of the Effective 
Date of the Merger (as defined below).  

 Significant shareholders of the Acquiring Company post-Merger 

Given that the share exchanges will be serviced by treasury shares held by Mediaset in 
portfolio, at the Effective Date of the Merger the share capital and ownership structure of 
Mediaset will not change in any way.  

 DATE OF ENTITLEMENT TO PARTICIPATE IN PROFITS FOR ACQUIRING COMPANY 
SHARES ALLOTTED IN EXCHANGE 
The Acquiring Company shares allotted to shareholders of the Target Company, other than 
Mediaset, in the share exchange will be entitled to participate in profits commencing from the 
same date that shares already issued by the Acquiring Company at the date of these Draft 
Terms of Merger participate in profits. Accordingly, all Mediaset shares will have equal 
entitlement. 

 EFFECTIVE DATE OF THE MERGER – RECOGNITION IN THE FINANCIAL STATEMENTS OF 
THE ACQUIRING COMPANY 
In accordance with Article 2504-bis of the Italian Civil Code, the Merger will be legally effective 
commencing from the last registration made in the Business Register required by Article 2504, 
second paragraph, of the Italian Civil Code, or at a later date if specified in the Merger 
agreement (“Effective Date of Merger”). 

The transactions of the Target Company will be recognised in the financial statements of the 
Acquiring Company commencing from the first day of the financial year (i.e., 1 January) in 
which the Merger becomes effective, as set forth in the paragraph above. The tax effects of the 
Merger will begin as of the same date. 

 TREATMENT RESERVED TO SPECIAL CATEGORIES OF SHAREHOLDERS OR HOLDERS OF 
OTHER SECURITIES  

 Special categories of shareholders 

There are no special categories of shareholders in the merging companies. 

 Holders of other securities – Incentive plans 

The Acquiring Company has two incentive plans in place:  
- A variable short-term plan; and 
- A variable medium/long-term plan. 
For more information on the two incentive plans, reference should be made to the 
documentation published on the Acquiring Company’s corporate website www.mediaset.it. 

No special treatment will be reserved to the beneficiaries of said incentive plans as a result of 
the Merger.  
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 SPECIAL BENEFITS FOR DIRECTORS 
No benefits or advantages are reserved to the directors of the merging companies. 

* * * 
 
These Draft Terms of Merger may be subject to changes, if required for their registration with the 
Business Register. 
 
Milan, 7 November 2017 
Mediaset S.p.A. 
 
____________________________________ 
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REPORT OF THE BOARD OF DIRECTORS OF MEDIASET S.P.A. 
AS PER ARTICLE 2501-QUINQUIES OF THE ITALIAN CIVIL CODE 

 

The purpose of this report (the “Report”), prepared in compliance with the provisions of Article 2501-
quinquies of the Italian Civil Code, is to illustrate the legal and economic aspects of the transaction 
for the merger by acquisition of Videotime S.p.A. (“Videotime” or the “Target Company”) into Mediaset 
S.p.A. (“Mediaset” or the “Acquiring Company”). Whereas: 

(i) Mediaset, a company listed in the Blue Chip segment of the Electronic Equity Market organised 
and managed by Borsa Italiana S.p.A., is the parent company of Mediaset Group, engaged 
primarily in television broadcasting in Italy and Spain; 

(ii) Videotime is a Mediaset Group company engaged, also through it wholly-owned subsidiary 
Videotime Produzioni S.p.A., in the creation, making and production of movies, commercials, 
television shows, documentaries, animated cartoons and, in general, television and movie 
productions of all kinds; 

(iii) Mediaset holds an equity interest in Videotime of around 99.2% of the share capital, with the 
remainder held by minority shareholders. In the interests of completeness, we report that RTI 
S.p.A., which presently holds a negligible number of Videotime shares, will sell and transfer to 
Mediaset by November 2017 its entire shareholding in Videotime, such that at the date of 
approval of the Draft Terms of Merger by the competent corporate bodies of Mediaset and 
Videotime, RTI S.p.A. will no longer hold any Videotime shares. 

This Report has been prepared in compliance with Article 70 (2) of Consob Regulation no. 11971 of 
14 May 1999 and subsequent amendments and additions thereto (the “Issuer Regulation”), and Table 
1 of Annex 3A of the Issuer Regulation. 

1 ILLUSTRATION OF THE MERGER TRANSACTION 

 Key legal aspects of the Merger 

The transaction envisages the merger by acquisition of Videotime into Mediaset, in accordance 
with and for the intents and purposes of Article 2501 of the Italian Civil Code (the “Merger”), as 
per the draft terms of merger submitted for approval to the Board of Directors of Mediaset on 
7 November 2017 and approved by the Board of Directors of Videotime on 10 October 2017. 

In relation to the legal framework of reference, the Merger will be subject to the ordinary 
provisions of Articles 2501-quater, 2501-quinquies and 2501-sexies of the Italian Civil Code, 
as the simplified procedure contemplated by Article 2505-bis(1) of the Italian Civil Code does 
not apply.   

In relation to the financial positions of reference, as per Article 2501-quater of the Italian Civil 
Code, the decision to approve the Merger, both as concerns Mediaset and as concerns 
Videotime, will be taken on the basis of their respective financial positions at 30 June 2017, 
prepared in accordance with financial reporting regulations. The financial positions for the 
Merger were approved on 26 September 2017 respectively by the Board of Directors of each 
merging company. 

In consideration of the equity interests between the Acquiring Company and the Target 
Company: 

- Target Company shares owned by shareholders other than Mediaset will be exchanged for 
Mediaset shares, at the share exchange ratio reported in section 4 of this Report. The 



 
 
 

 

 

4 
 
 

share exchange will be serviced by treasury shares held by Mediaset in portfolio, as 
authorised by the Mediaset shareholders’ meeting by resolution adopted on 28 June 2017; 

- the Target Company shares owned by Mediaset will be cancelled without being exchanged.  

Since the share exchange will be serviced exclusively by treasury shares held by Mediaset, new 
share capital will not be issued to service the merger and no amendments are envisaged to the 
bylaws of the Acquiring Company. 

In relation to the expert reports on the fairness of the share exchange ratio required by Article 
2501-sexies of the Italian Civil Code, we report that, in response to the joint application of 
Mediaset and Videotime to the Milan Court on 28 July 2017 for the appointment of a joint 
expert, on 3 August 2017, the Milan Court appointed PricewaterhouseCoopers S.p.A.  

The draft terms of Merger will be submitted for approval, for the Target Company, to the 
Shareholders’ Meeting of Videotime, and, for the Acquiring Company, to the Board of Directors 
of Mediaset (as expressly contemplated by Article 23 of the Bylaws in force and in accordance 
with Article 2505-bis (2) of the Italian Civil Code, with the decision drawn up and certified in 
due legal form. The provisions of Article 2505, third paragraph, of the Italian Civil Code apply. 

In accordance with Article 2501-septies of the Italian Civil Code, copies of the following 
documents will be available at the registered offices of the merging companies and published 
on the corporate website www.mediaset.it for thirty days in advance of the decision regarding 
the Merger and until a decision on the Merger is taken, for inspection by shareholders: 

1) the draft terms of merger and this report; 

2) the financial statements of the merging companies for the last three years, with the reports 
of the entities tasked with administration and statutory auditing; 

3) the financial positions at 30 June 2017 of the merging companies. 

The documentation required by Article 2501-septies, points 1) and 3) and this report will be 
made public at the registered office and through the channels contemplated by the Issuer 
Regulation at least thirty days before the Mediaset Board of Directors’ meeting called to decide 
on the Merger. 

In accordance with Article 2503 of the Italian Civil Code, the Merger may only be implemented 
after sixty days from the last registration required by Article 2502-bis of the Italian Civil Code, 
save for the exceptions contemplated in the same article. If none of the exceptions apply, 
creditors may contest the decision within the aforementioned sixty-day term. 

As stated in the draft terms of merger and in accordance with Article 2504-bis of the Italian 
Civil Code, the Merger will take legal effect commencing from the last registration made in the 
Business Register required by Article 2504, second paragraph, of the Italian Civil Code, or at a 
later date if specified in the Merger agreement. 

The obligation to publish the prospectus required by Article 70 (4) of the Issuer Regulation is 
not applicable to the Merger, as Mediaset has chosen to apply the opt-out set forth in Article 
70(8) of the Issuer Regulation. 

The transaction described is a related-party transaction and as such the procedural rules 
required by Article 14 (2) of the Issuer Regulation and the provisions of Article 7, point d) of 
the Mediaset Procedure for Transactions with Related Parties do not apply. 
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2 MOTIVATIONS FOR THE MERGER TRANSACTION 

 Strategic and industry motivations for the Merger 

The Merger is motivated and justified by the need to simplify the structure of Mediaset Group 
and shorten the shareholding structure, an implication of which will be a reduction in general 
costs. 

3 INFORMATION PURSUANT TO ARTICLE 2501-BIS OF THE ITALIAN CIVIL CODE 
Conditions do not exist for the application of Article 2501-bis of the Italian Civil Code. 

4 SHARE EXCHANGE RATIO AND RELATIVE ASSESSMENT CRITERIA 

 Introduction 

In order to set the share exchange ratio, the directors of the merging companies estimated the 
economic value of each of the merger companies, which were then compared to set the share 
exchange ratio.  

The consensus in corporate theory and standard assessment practices, in accordance with the 
underlying provisions of the Italian Civil Code with regard to mergers, is that the estimation of 
economic value should be conducted and based on the following guidelines: (i) the relativity of 
values: the primary objective is not to calculate the economic value of the merger companies 
per se, but rather to determine relative values that are comparable for the purposes of setting 
a share exchange ratio; (ii) plurality of criteria: this involves the identification, where possible, 
of suitable assessment methods that are consistent with the objective of estimating the 
economic value of each company on bases such as their business and sector of reference; (iii) 
uniformity of criteria: this implies applying the plurality of assessment criteria identified 
according to uniform rules and parameters that are consistent with the specific nature of each 
company; (iv) stand-alone basis: this means that the assessment should be made considering 
the separate economic value of each company, excluding any synergies or benefits that could 
arise from their integration after the merger transaction. 

While it is true that theory places the emphasis on there being a plurality of criteria and on 
their uniformity, it should be stressed that such principles are subordinate to the fair and 
reasonable estimation of the absolute value of the merger companies, and to the consideration 
of the specific characteristics of the companies. Accordingly, a fair estimation of the absolute 
economic value of the companies, which is reflected, as a result, in the setting of a fair share 
exchange ratio, must have priority over the application of a plurality of uniform assessment 
methods, in case the latter are not suitable, reasonable or appropriate for assessing the 
economic value underlying the identification of the share exchange ratio. 

 Criteria adopted to set the share exchange ratio 

Considering the context of reference and the purpose of the assessment exercise, and in 
accordance with the guidelines stated above, the directors conducted their assessment taking 
into account (i) the specific characteristics of each company and (ii) the nature of the merger 
transaction and the context of reference. 

4.1.1 Considerations on the specific characteristics of the merger companies 

Videotime 
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In relation to Videotime, the Directors took into particular consideration its 
nature as a captive company for the Group, which is reflected in the specific 
cost-plus structure of its margins, which is typical of production companies 
that are part of international broadcasting groups. A general characteristic of 
captive companies, as in the case of Videotime, is that their margins are 
aligned with the rate of return on capital invested required, without, therefore, 
generating extra income. Another characteristic of Videotime is that it does 
not have any off-balance sheet intangible assets or assets that are not 
designated at fair value, which could suggest the presence of goodwill or that 
net equity at current values is significantly higher than its carrying amount. 

Mediaset 

In relation to Mediaset, its nature as a listed company was taken into 
consideration, which meant that market information could be accessed which 
was not available for Videotime. In particular, the stock market price was taken 
into account, which can be considered to express the current value of the 
economic capital of a listed company, as endorsed by theory and standard 
assessment practices. The representativeness of the stock market price was 
also carefully analysed, taking into consideration indicators such as the free 
float and trading volumes. 

4.1.2 Considerations on the nature and context of the Merger transaction 

Regarding the specific nature of the Merger transaction, the Directors report 
that the transaction falls within the context of internal Mediaset Group 
transactions aimed solely at the corporate restructuring of the subsidiary 
Videotime, with a view to rationalising the organisational structure of the 
Group in relation to television production operations, which is the core 
business of Videotime. 

Thus it is clear, given the key characteristics identified above of Videotime and 
its wholly-owned subsidiary Videotime Produzioni (captive companies with 
technical assets instrumental to their operations), and given the nature of the 
Merger transaction, that the Merger is not of a strategic nature for Mediaset 
Group, but, as stated, it is merely aimed at rationalising the corporate 
structure. 

 Assessment criteria adopted 

On the basis of the considerations concerning the specific characteristics of the companies and 
the nature of the Merger transaction, the Directors decided to adopt methods based on income 
for Videotime and on stock market capitalisation for Mediaset to identify the economic value of 
the companies and set the share exchange ratio. The following subsections provide greater 
details on the choice of assessment methods and a summary of the analyses conducted by the 
Directors on the assessment criteria adopted, as well as additional considerations. 

4.2.1 Videotime (income method) 

Within the scope of the recent transfer by RTI to Mediaset of its shareholding in 
Videotime, in anticipation of the Merger, an assessment was conducted of Videotime. 
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For the purpose, the directors of the merging companies engaged the support of an 
external advisor, Epyon Audit Srl (“Epyon” or the “Advisor”), which identified the 
economic value of Videotime at 31 December 2016.  

In consideration of the fact that the work performed by Epyon served the same purpose 
of setting a share exchange ratio (assessment of the economic value of Videotime), and 
referred to the same context (intercompany transaction), the directors conducted an 
analysis of the assessment exercise performed by the Advisor to determine whether it 
would be reasonable to make use of it within the scope of the Merger transaction. 

For its assessment of Videotime, Epyon applied a perpetual income method that took 
into consideration the following data and parameters: (i) EBIT of approximately €2.9 
million, calculated on the basis of the 2017 budget estimate prepared by the Directors 
of the company and normalised to take into account amortisation and depreciation in 
line with expected investments in perpetuity; (ii) a level of average future investments in 
perpetuity of around €8.5 million; (iii) growth in net working capital was considered 
immaterial due to the low long-term growth rate applied; (iv) amortisation and 
depreciation in perpetuity in line with investments; (v) a discount rate, calculated on the 
CAPM method, of 7.0%, considering a panel of broadcasting companies comparable to 
Mediaset, with captive companies within the group; (vi) a long-term growth rate of 0.5%; 
(vii) the net financial position (NFP) at 31 December 2016. 

The Directors believe that the normalised income, discount rate and long-term growth 
rate figures assumed by Epyon are still representative and reasonable estimates of 
expected value in perpetuity, considering (a) the fact that in 2017 (i) no significant 
changes have emerged in the market of reference and in the company’s business and (ii) 
no major changes have been seen in macroeconomic parameters and interest rates; and 
(b) the findings that (iii) first-half 2017 earnings are aligned with 2017 budget estimates 
and (iv) NFP at 31 December 2016 can be considered representative of average NFP in 
perpetuity (the cost-plus remuneration structure of the company within the Group 
implies that annual earnings will substantially break even, and hence no significant 
variations are expected). 

In consideration of the foregoing, the Directors decided it was reasonable to confirm 
Epyon’s estimate of the economic value of Videotime of approximately €97.7 million. 

As stated earlier, Videotime is characterised as a captive company within Mediaset 
Group, with a cost-plus structure of margins and earnings that substantially break even. 
These characteristics would imply that it is reasonable to expect that the economic value 
of the company should not be significantly different to its book value. Accordingly, the 
Directors compared the economic value calculated on the assessment method applied 
(income method) with the net equity of Videotime at 31 December 2016, equal to €96.3 
million, considering the profit forecast in perpetuity to be nil. As can be seen in the 
comparison, net equity was aligned with the value estimate obtained using the income 
method, which confirms that the quantitative and qualitative considerations made and 
the reference parameters used were reasonable. 

The Directors additionally took into consideration the possibility of applying other 
assessment methods. Accordingly, the methods most commonly used in standard 
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practice to calculate the economic value of companies for the purpose of setting share 
exchange ratios were analysed separately, and it was found that, in the case at hand, the 
methods were not applicable. Specifically, the Directors found that (i) methods based on 
expected future cash flows produced outcomes that were largely aligned with the figure 
obtained using the income method, due to the approach adopted for calculating 
normalised income in perpetuity, and (ii) the use of market multiples tied to earnings 
figures could not guarantee reasonable outcomes, as it implied applying market metrics 
based on broadcasting companies, which earn market-based margins, to a company 
that earns a cost-plus margin. 

4.2.2 Mediaset (stock market capitalisation) 

As reported in section 4.2.2, the Merger transaction is an intercompany transaction 
aimed at rationalising the corporate structure of television production operations, and as 
such it is not of a strategic nature.  

The Directors, considering:  

(i) the nature and purpose of the Merger transaction;  

(ii) that the Merger transaction will take place through the allotment of treasury 
shares representing Mediaset stock on the regulated market to current minority 
shareholders of Videotime, in exchange for securities that are by their nature 
illiquid;  

(iii) that no discount was made in the assessment of the economic capital of 
Videotime for such illiquidity, and as such the share exchange rate implicitly 
awards a liquidity premium to the minority shareholders of Videotime; 

(iv) that Mediaset holds an equity interest of around 99.2% of Mediaset and, 
therefore, that the determination of a fair share exchange rate substantially does 
not affect the equity interests held by current shareholders of Mediaset; 

believe it is reasonable to treat the value to be awarded to current minority shareholders 
of Videotime as being cash-equivalent in its nature and characteristics. 

On the basis of the foregoing, the directors believe that the best approximation of value 
that is closest to the cash-equivalence concept can only be given by the market value of 
the company, which is its stock market value. 

Considering that theory advises against the use of spot values and instead recommends 
the use of short/medium-term values, and in order to mitigate contingent effects on the 
stock value, the directors decided to apply the typical approach adopted in practice for 
setting share exchange ratios of observing stock performance over three- and six-
months periods. The application of such an approach gives an economic value of 
Mediaset capital equal to €3.661 billion on the basis of the average closing price over 
the last three months (last day observed 29 September 2017) and €3.889 billion on the 
basis of the average closing price over the last six months (last day observed 29 
September 2017). On the basis of these findings, the directors decided it was reasonable 
to take the intermediate value of the range, equal to €3.775 billion, as the value of 
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reference. These values have not fluctuated significantly in the period between 29 
September 2017 (last day of stock market prices observed) and the date of approval of 
the draft terms of merger and this report by the Mediaset Board of Directors.  The 
directors also compared the value obtained from the company’s stock market 
capitalisation with the implicit economic value derived from the most recent target 
prices posted by analysts (as shown on the Bloomberg database), which amounted to 
approximately €3.7 billion, finding that it was aligned with the stock market 
capitalisation figure. 

4.2.3 Summary of outcomes 

The table below provides a summary of the outcomes obtained from the assessment 
methods applied.  

 Values in €/000 

Mediaset 3,775,092

Videotime 97,693 

 

 Difficulties encountered in the assessment 

In the assessment exercise, the only key issue found concerned the need to identify 
assessment methods that were consistent with the specific characteristics of the companies 
and the nature of the Merger transaction, while satisfying the guidelines provided by the 
regulatory framework, prevalent theory and standard assessment practices in merger contexts 
for setting share exchange ratios. 

 Setting of the share exchange ratio 

On the basis of the economic values of the companies reported in section 4.3 and the number 
of shares of the companies (net of treasury shares), the boards of directors of the companies 
decided to set the share exchange ratio at 0.294 Mediaset treasury shares per 1 Videotime 
share:  

 

 
 
                                                         
 

5 TERMS FOR THE ALLOTMENT OF ACQUIRING COMPANY SHARES 
The share exchanges will be conducted by authorised brokers commencing as of the Effective 
Date of the Merger (as defined in the Draft Terms of Merger).  
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The ordinary shares of the Acquiring Company allotted in the exchange will be listed on par 
with the company’s outstanding shares and managed through the Central Securities Depository 
of Monte Titoli S.p.A. in dematerialised form, in accordance with law.  

If the Target Company shareholders should not receive a whole number of shares in 
application of the share exchange ratio, when formalising the exchange Mediaset will round up 
the number of shares due to each shareholder to the next whole number, where the second 
decimal is equal to or greater than 5, and will round down the number of shares to the next 
whole number, where the second decimal is equal to or less than 5, to ensure the balancing of 
the transaction. If convenient, Mediaset will provide a service to enable the rounding up or 
down of the number of Mediaset ordinary shares due in application of the share exchange 
ratio, without the application of costs, duties or fees. Alternatively, other methods may be 
arranged to ensure that the transaction balances as a whole. 

The ordinary shares of the Acquiring Company earmarked to service the share exchange will be 
released as of the effective date of the Merger, if the date falls on a trading day, or as of the 
first following trading day. The date will be announced through the channels required by law. 
At the same time and through the same channels, further information on the attribution 
methods adopted may be provided. 

 Date of entitlement of Acquiring Company shares allotted in the share exchange 

All ordinary shares of the Acquiring Company that are allotted in the share exchange will have 
the same entitlement as ordinary Mediaset shares outstanding at the effective date of the 
Merger and entitle their holders to the same rights attaching to ordinary shares outstanding 
today. 

6 COMMENCEMENT DATE FOR THE RECOGNITION OF TARGET COMPANY 
TRANSACTIONS IN THE FINANCIAL STATEMENTS OF THE ACQUIRING COMPANY, ALSO 
FOR TAX PURPOSES 
The transactions of the Target Company will be recognised in the financial statements of the 
Acquiring Company commencing from the first day of the financial year (i.e., 1 January) in 
which the Merger becomes effective. The tax effects of the Merger will begin as of the same 
date. 

7 TAX EFFECTS FOR THE MERGING COMPANIES 
 

For income tax purposes, the corporate merger is governed by Article 172 of Italian 
Presidential Decree no. 917 of 22 December 1986 (“Presidential Decree 917/1986”). 

From a tax perspective, company mergers do not entail the realisation or distribution of capital 
gains and losses on the assets of the merging companies. As of the effective date of the 
merger, the acquiring company will acquire the rights and obligations of the target company in 
relation to income taxes, except where provided by sections 5 and 7 of Article 172 of 
Presidential Decree 917/1986. 

The merger companies have a domestic tax consolidation arrangement in place, as per Articles 
117 et seq. of Presidential Decree 917/1986 and the implementing Ministerial Decree of 9 June 
2004.  
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As a result of the Merger, the tax consolidation arrangement between Mediaset and Videotime 
will lapse without any impact on Mediaset and the other companies scoped into consolidation, 
in accordance with Article 11 of the Ministerial Decree of 9 June 2004. 
 
Mediaset and Videotime have opted, for the year 2017, for the Group VAT settlement 
procedure provided in the last section of Article 73 of Presidential Decree 633/1972 (“Group 
VAT”).  
As an effect of the Merger, Videotime will no longer be eligible to participate in Group VAT, 
while the procedure will continue to apply to Mediaset and other subsidiaries. 

The Merger transaction is exempt from VAT under Article 2 (3) point f) of Italian Presidential 
Decree 633 of 26 October 1972; the merger agreement is subject to fixed registration tax as 
per Article 4 (b) of Part One of the Rate Schedule annexed to Italian Presidential Decree no. 131 
of 26 April 1986.  

8 OUTLOOK FOR THE SIGNIFICANT SHAREHOLDER BASE AND FOR THE CONTROLLING 
INTERESTS OF THE ACQUIRING COMPANY POST-MERGER 

 Outlook for the significant shareholder base 

Given that the share exchange will be serviced by treasury shares held by Mediaset in portfolio, 
new share capital will not be issued for the purposes of the Merger. There will be no change 
whatsoever in the significant shareholder base. 

 Outlook for the controlling interests of the Acquiring Company post-Merger 

No changes are expected in the controlling interests of the Acquiring Company post-Merger. 

9 EFFECTS OF THE MERGER ON SIGNIFICANT SHAREHOLDERS’ AGREEMENTS AS PER 
ARTICLE 122 OF ITALIAN LEGISLATIVE DECREE 58/1998 
At the date of this Report, there are no shareholders’ agreements, as per Article 122 of Italian 
Legislative Decree 58/1998, in place. 

10 ASSESSMENTS OF THE ADMINISTRATIVE BODY REGARDING WITHDRAWAL RIGHTS 
The Merger will not give rise to conditions that would entitle shareholders of Mediaset to 
exercise the right to withdrawal as per Articles 2437 and 2437-quinquies of the Italian Civil 
Code, as (i) none of the grounds for withdrawal set forth in Article 2437 of the Italian Civil 
Code apply; and (ii) after the Merger, Mediaset shares will continue to be listed on the 
Electronic Equity Market organised and managed by Borsa Italiana S.p.A. 

No conditions exist that would entitle shareholders of Videotime to exercise the right to 
withdrawal as per Article 2437 of the Italian Civil Code. 

 
 
Milan, 7 November 2017 
For the Board of Directors’ Report of Mediaset S.p.A.

 
_________________________________________________ 
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