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REPORT OF THE AUDITORS ON THE CAPITAL INCREASE
WITH THE EXCLUSION OF SUBSCRIPTION RIGHTS
PURSUANT TO ARTICLE 2441.4, SECOND SENTENCE OF THE
ITALIAN CIVIL CODE AND ARTICLE 158.3 OF LEGISLATIVE
DECREE NO. 58/98

To the sharcholders of
YOOX S.pA

1 SCOPE AND NATURE OF THE ENGAGEMENT

In the context of the proposal [or a capital increase against contribution with the
exclusion of subscription rights pursuant to article 2441.4, second sentence of the ltalian
Civil Code detailed below, YOOX S.p.A. provided us with the direclors” report approved
by the board of directors on 7 March 2012 that sets out their report on the “Proposal [or a
capilal increase against contribution in one or more instalments, for a maximum amount
of €20,044.23 to be recognised as equity, with the exclusion of subscription rights
pursuant to article 2441.4, second sentence of the ltalian Civil Code, with subscription
reserved for the beneficiaries of the Stock Option Plan ...” (the “Report™). The Report
describes and explains the transaction.

According Lo the Report, the directors will submit the proposal lor “a capital increase
agains contribution in one or more instalments, for a maximum amount o [€20,044.23 to
be recognised as equity, with the exclusion of subscription rights pursuant 1o articie
2441.4, sccond sentence of the Ttalian Civil Code, through the issuing ol a maximum of
2,004,423 new ordinary shares of YOOX S.p.A. ..., with no indication of par value,
having the same characteristics as the outstanding shares to the sharcholders of YOOX
S.p.A. (the “Company” or “YOOX") for their approval.

The Report specifies that the capital increase, as proposed above Lo the sharcholders, is
intended Lo service an incentive and loyalty plan {the “Stock Option Plan™) reserved for
the executive directors of the Company. Accordingly, its purpose is “to create the
necessary shares (o service the Stock Option Plan ..., 1o be implemented by the free
granting of options ((he “Options™) 1o be used to subscribe newly-issued YOOX ordinary
shares™. To this end, in their Report, the directors have provided that:

e “The Options will be granted free of charge 1o the beneficiaries whom the Board ol
Dircctors or its delegated bodies will identify within the scope of the category of
recipients indicated in the Stock Option Plan ...
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*  ““the Stock Option Plan concerns a maximum of 2,004,423 Oplions, valid for the
subscription of a maximum of 2,004,423 YOOX ordinary shares, al a ratio of 1
ordinary share for every 1 Option granted and exercised under the terms and in the
manner cstablished in the Stock Option Plan™.

Based on the information and documentation the Company provided us with (in
particular, the information memorandum prepared pursuant to article 84-bis of Consob
(the Italian Commission for Listed Companies and the Stock Exchange) Regulation no.
1197171999 and report pursuant to arlicle 114-bis of Legislative decree no. 58/1998), the
heneficiaries can exercise the Options, “also in more than one tranche, on the basis ol a
third per year provided thal, ...., the objectives established by the Company’s Board of
Directors on a year-lo-year basis arc achieved, ...”. The capilal increase, i.c., 113
subscription [ollowing the exercise of the Options, will be carried out alter the Options
are granted. Morcover, based on available documentation, the 2012-2015 Stock Option
Plan will have a term of three years and the deadline for the subscription of the capital
increase servicing it is 31 December 2017,

Therefore, in connection with the above-mentioned proposat {or a capital increase ol a
maximum amounl of €20,044.23, the directors will also propose to the sharcholders the
following:

o that the issue price of the newly-issued shares should be determined on the basis of “a
price - naturally not less than the par value of the issue — equal 1o the weighted
average of the official prices recorded by YOOX ordinary shares on the electronic
slock markel (Mercato Telematico Azionario) organised and managed by Borsa
Haliana S.p.A. in the 30 (thirty) trading days prior to the date of granting of the
Oplions ...”;

s 1o conler the fullest powers upon the Board of Directlors for the implementation of the
capital increase described above, selting the deadline for its subscription at 31
December 2017.

Moreover, based on the Report:

e “The subscribed and paid-up share capital of YOOX is €553,459.40, divided into
55,345,940 ordinary shares™;

e I fully subscribed, the capital increase to service (he Stock Option Plan will cqual
approximately 3% of the Company’s fully diluted share capital, meaning the share
capital issued and subscribed in the event of full implementation ol the capital
increases already decided and intended Lo service existing stock option plans, laking
account of the options already granted and potentially capable of being granted o the
relevant beneficiaries”.

The above proposal will be submitted (o the sharcholders during their extraordinary

meeting called for 24 April 2012 (first call), 26 April 2012 (second cali) and 27 April

2012 (Lhird call).
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As disclosed in the Report, article 2441.4, second sentence of the Italian Civil Code
“stipulates that the issue price of the shares must equal their market value and that this
must be confirmed in a specific report prepared by the independent auditors in charge of
the audit of the Company’s financial stalements™.

Accordingly, in relation (o that proposal for a capital increase, we have been requested o
issue the report of the auditors pravided for by article 244 1.4, second sentence ol the
ftalian Civil Code and article 158 of Legislative decree no. 58 of 24 February 1998.

Pursuant to article 2441.4, second sentence of the Italian Civil Code (and article 158.3 of
Legislative decree no. 58 of 24 February 1998}, we will express later on our conctusion,
in these specific circumstances, on the fairness of the criterion o determine an issuc price
of the shares that equals their market vatue when the Board of Directors will grant the
Options to the relevant beneficiarics. The criterion will be proposed 1o the sharcholders
during their extraordinary meeting.

NATURE AND SCOPE OF THIS REPORT

As already mentioned, under article 2441.4, second sentence of the Itatian Civil Code, the
issue price of the shares issued as part of a capital increase with the exclusion of
subscription rights 10 the extent of 10% of a company’s existing share capital, should
correspond Lo the share’s market value, which should be conlirmed 1n a specilic report
prepared by the independent auditors in charge of the legally-required audit.

With respect to the legal requirement for consistency of the issue price with the share’s
markel value, in the case under analysis, the Board ol Direclors has decided o propose 10
the sharchoiders a criterion on which basis it will determine the issue price when il wiil
carry oul the capilal increase, the deadline of which is 31 December 2017, rather than
proposing an cxact and “definitive” issue price.

The propoesed criterion makes reference (o “a price - naturally not less than the par value
of the issuc - cqual to the weighted average of the official prices recorded by YOOX
ordinary shares on the electronic stock market (Mercato Telematico Azionario) arganiscd
and managed by Borsa Italiana S.p.A. in the 30 (thirly) trading days prior to the date ol
granling of the Options”. The directors have specifically described the criterion in their
report that they approved on 7 March 2012

Considering the peculiarity and characteristics of the transaction described above, as
reported by the directors and set out later on, for the informational purposes of the
sharcholders whose subscription rights have been excluded from the proposed capital
increase under examination, we express our conclusion solely on the fairness of the
criterion proposed by the directors to determine the issue price of the shares that equals
their market vajue when the Board of Directors will grant the Oplions to the relevant
heneliciaries.

This report describes the criterion identified by the directors Lo determine the issue price
ol the new shares and any valuation difficultics they may have encountered. It also sets

al
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oul our consideralions about the fairness, in (he circumstances, of that criterion in (crms
of its reasonableness and non-arbitrariness, for the calculation ol an issue price of the
shares that equals their fair value when the Board of Directors will grant the Options, as
specified in paragraph 1.

The scope ol our engagement did not include a valuation of the company’s cconomic
value, which we did not perform.

DOCUMENTATION USED

We obtained the documentation and information deemed useful for the scope of our
engagement from the Company or its advisors.

We analysed such documentation, specifically:

the directors’ report to the sharcholders at their ordinary and extraordinary meetings
(ordinary: 24 and 27 April 2012 - first and second call, respectively; extraordinary:
24, 26 and 27 April 20112 - first, second and third call, respectively), which includes:

- areport on the “Proposal for a capital increase against contribution in one or
more inslalments, for a maximum amount of €20,044.23 to be recegnised as
equity, with the exclusion of subscription righls pursuant to article 2441.4,
second sentence of the Tlalian Civit Code, with subscription reserved lor the

beneficiaries of the Stock Option Plan .7 (the “Report™);

- arcport pursuant (o article 114-bis of Legislative decree no. 58/1998 on the
“Stock Option Plan relaling to YOOX S.p.A. ordinary shares, reserved for
executive directors of the Company .75

the minutes of the meeting of 7 March 2012, during which the directors approved
their report 1o the shareholders at their ordinary and extraordinary meetings detailed
above;

“Information memorandum on the Stock Option Plan relating to YOOX S.p.A.
shares submitted to the sharcholders for approval”, drawn vp in accordance with
article 84-bis of the Consob Regulation endorsed with Resolution no. 11971 of 14
May 1999, as subscquently amended and integrated;

market price trends of the Company’s share over the six months before the date of
this report and other market information, such as share volatility and average daily
trades {source: Bloomberg);

the company’s current articles of association, for the purposes of this engagement;
additional accounting, non-accounting and statistical documentation deemed Lo be
uselul for the purposes of preparing this report;

YOOX S.p.A.s separate and consolidated Iinancial stalements as al and for the year
ended 31 December 2011 and condensed interim consolidated [inancial stalements
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as al and for the six months ended 30 June 2011, accompanied by the related reports
thereon issued by us,

Finally, with the representation letter issued on 2 April 2012, YOOX management
specifically and expressty confirmed that, 1o (he best of its knowledge, no signilicant
changes have taken place with respeet o the data and information used by us to carry oul
our engagement,

VALUATION METHODS ADOPTED BY THE DIRECTORS TO DETERMINE THE ISSUE
PRICE

As already mentioned, as part of the capital increase under analysis, the Board of
Directors will propose the sharcholders approve a criterion (o determine the issue price ol
the new shares, on which basis it will determine the issue price when it will carry out the
capital increase, rather than proposing the approval of an exact and definitive issue price.

The criterion identified by the directors to determine the issue price

As part of the transaction described above, the divectors held that the requirements of
article 2441.4, second sentence of the Italian Civil Code are complicd with by identifying
a criterion (o determine an issue price of the shares that equals their market value when
the Options are granted.

In this case, the Board of Directors held it appropriate to identily the issue price as the
price equal to the weighted average of the official prices recorded by YOOX ordinary
shares in the (hirty trading days prior (0 the date of granting of the Options.

[n the Report, the Board of Directors states that it considers this “to be an adequale
criterion for ensuring that the issue price of {he ordinary shares equals their market valuc,
since it allows reference 1o be made (o a sufliciently long period ol time 1o eliminale any
oceurrences of volatility that may affect the financial markets, thus reflecting (he vatue
attributed to the Company’s shares by the marke(™.

The Report states (hat the criterion adopted “is an appropriate criterion for arriving al a
fair valuation of the shares, and therefore also of the Company, in the conlext of share-
based incentive schemes™.

Therelore, in this case, the Board of Directors held it appropriate to take into account the
weighted average of the official prices recorded during a period of time that makes
reference 1o the date of granting of the Options.

VALUATION DIFFICULTIES ENCOUNTERED BY THE BOARD OF DIRECTORS

The Reporl does not set out any difficulties encountered by the Board of Dircelors in
connection with the identification of the criterion it proposes and set out in paragraph 4.
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PROCEDURES PERFORMED

We carried out our engagement mainly by performing the following procedures:

critical reading of the report on the proposal for a capilal increase with the exclusion
of subscription rights pursuant o article 2441.4, second sentence of the Italian Civil
Codce;

analysis, for the purpose of this engagement, of the Company’s current articles of
association;

analysis, for the purpose of this engagement, of the minutes ol the Board of
Directors’ meeting held on 7 March 2012 relating (o the approval of:

- the proposal for the adoption of a Stock Option Plan relating to YOOX S.p.A.
ordinary shares, reserved for executive directors ol the Company;

- the proposal for a capital increase against contribution in one or more
instaiments, for a maximum amount of €20,044.23 to be recognised as equily.
with the exclusion of subscription rights pursuant o article 2441.4, sccond
sentence ol the Italian Civil Code, with subscription reserved for the
beneficiaries of the Stock Option Plan;

analysis, for the purposc of this engagement, of the information memorandum on the
Stock Option Plan drawn up in accordance with article 84-bis of the Consob
Regulation endorsed with Resolution no. 11971 of 14 May 1999, as subsequently
amended and integrated;

anatysis, for the purpose of this engagement, of the report drawn up pursuant to
article 114-bis of Legislative decree no. 58/1998 on the Stock Option Plan;

critical analysis of the criterion adopted by the directors (o determinge the share issuc
price to check, in the circumstances, its fairness, reasonableness and non-
arbilrariness;

analysis of the elements necessary (0 check that the criterion is technically suitable,
in the circumstances, in lerms of reasonableness and non-arbitrariness, for
determining an issue price of the shares that equals their markel value when (he
Oplions are granted;

check of the reasons given by the Board of Directors for the adoption of that
criterion for completeness and consisiency;

analysis of the market price trends of the Company’s share over the thirty days
before the date of this report and other information, such as, without Hmitation, the
reference timeframe, relevance of the price considered, type ol average used, [oat
characteristics, share volatility and average daily lrades,

6



YOOX S.p.A.

Report of the auditors pursuant (o article 2441 4.
second semtence of the lalian Civil Code

2 Apit 20142

e sensilivity analysis of the market price (reads of the Company’s share over the six
months before the dale of the Report, covering also other periods prior (o the date of
the Report;

o receipt of the representation letter signed by the Company’s legal representatives
about the valualion elements made available to us and confirming that, (o the best of
their knowledge, no significant changes have taken place with respect (o the data and
information used by us to carry out our engagement at the date ol this report.

Company management provided us with a dralt of some of the documen(s necessary (0
carry oul our engagement before they had been approved by the Board of Directors on 7
March 2012. Therefore, we also carried out our procedures on those draft documents. We
have nonetheless checked their deflinitive versions subsequently approved by the Board of
Directlors.

COMMENTS ON THE FAIRNESS OF THE METHODS USED BY THE DIRECTORS TO
DETERMINE THE SHARE ISSUE PRICE

The directors” decision to propose that the shareholders approve a criterion (o delermine
the issue price rather than proposing an exact issue price is in line with the relevant
market praciice and theory,

Morcover, in these circumstances, the directors’ reference to the market price of the
YOOX shares is consistent with the requirement of identifying an issue price of the
shares (hat equals their market value when the Options are granted, as the Company 1s
listed on a regulated markel.

Specifically, (he directors’ decision to use the weighted average of the official prices of
YQOX ordinary shares recorded in the thirty trading days prior to, in this case, the date of
granting of the Options, which limits the risks arising from significant short-tcrm
fluctuations in market prices, is in line with general practice for incentive plans thal have
characteristics similar 1o YOOX's,

SPECIFIC LIMITATIONS AND OTHER SIGNIFICANT ISSUES THAT AROSE DURING
THE ENGAGEMENT

The main difficulties and limitations encountered during our engagement are as loilows:

o the provisions set out in article 2441.4, second senlence, of the alian Civil Code
have been implemented in Italian fegislation only recently. Therelore, the related
theory availabie is currently limited and the concepts of “markes value™ and thal the
issue price “equals™ il are stilf open 10 interpretation;

¢  the Board of Directors’ proposal for a capital increase sets oul the maximum number
of shares to be issued, bul it does not establish their issue price. Rather, it presents a
criterion according to which the issue price of the newly-issued shares should be
determined on the basis of a price - naturally not less than the par value of the issue -
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equal to the weighted average of the official prices recorded by YOOX ordinary
shares on the electronic stock markel (Mercato Telematico Azionaric) organised and
managed by Borsa Italiana S.p.A. in the thirty trading days prior (o the date ol
granting of the Options. Therelore, our engagement did not entail checking that the
issue price of the shares equalled their market vajue, We only assessed the fairness,
in the circumstances, of the criterion proposed by the direelors in lerms ol #s
reasonablencss and non-arbitrariness, for the catculation of an issue price of (he
shares that equais their fair value when the Board of Direclors witl grant the Options;

stock exchange prices flucluate in line with financial markes performances and,
hence, may vary significantly especially in the short term, due to uncertainties in the
national and international general economic climate. Moreover, price trends may be
affected by speculation or external extraordinary and unloresceable [actors,
unrelated to the individual companies’ financial outlook. During the period under
examination, the YOOX share did not perform irregularly. However, given that the
share issuc price will be determined after the date of this report, the occurrence of
unforesecable events alfecting it may not be excluded;

the Board of Directors has not applied another method to check the market price
method, since, according to the general practice in the case ol similar capital
increases servicing stock option plans, the market price method is usually considered
suilable to determine a company’s value, including taking into account its growth
potential, as it is not affected by subjective factors, as it is the outpul ol & market
valualion.

Morcover, we draw your allention to the following important matlers:

the criterion identified by the direclors makes relerence 1o a luture, definite and
limited interval, which is specifically referred to in their Report. This may have an
impact on the determination of the market price and, therefore, the issue price of the
shares, arising from the market’s use of that information;

there are no restrictions on the transfer of the shares acquired [ollowing the exercise
of the Options;

the directors have also stated that, il necessary Lo enable the beneliciaries of the
Stock Option Plan {o exercise their rights, they will request that the relevant
corporate bodies implement any procedures necessary for amending the option
exercise method and terms in the event of mergers and demergers, capilal decreases
duc 1o losses or cancellation of shares, or other events;

as set out in the Report, the Board of Direclors will be responsible [or granting the
Options provided for by the Plan in accordance with the method (o be approved by
the sharcholders. Given that the criterion to determine the issue price of the new
shares adopted by the Board of Dircctors refers (o the Option grant date and is Hinked
to future market trends, the issue price resulting from its application wili equai the
market value of the shares when the Options provided [or by the Stock Option Plan
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will be granted and, hence, updated at a date thal is prior (o that of the capital
increase,
9 CONCLUSIONS
Thal being said, based on the documentation examined and the procedures detailed
ahove, considering the nature and scope of our engagement described herein and subject
1o that reported in paragraph 8, we believe that the application method for the criterion
identificd by article 2441.4, second sentence of the Italian Civii Code 1o determine an
issuc price of the share that equals their market value when the Board of Dircctors will
grant the Options Lo the beneliciaries of the Stock Option Plan is fair, reasonable in the
circumstlances and is not arbitrary.

Bologna, 2 April 2012

KPMG S.p.A.

(signed on the original)

Gianluca Geminiani
Director of Audit
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