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GENERAL INFORMATION
Directors, Officers and Company information

Board of Directors and Board of Statutory Auditors

Name Office Duration From To

of office
Zugno Fulvio Chairman of the Board of Directors* 2014-2017  24/04/2014  Aporoval of budget 2016
Coin Dimitri Indipendent Director 2014-2017 24/04/2014  Approval of budget 2016
Pietrobon Greta Indipendent Director 2014-2017  24/04/2014  Approval of budget 2016
Paron Claudio Indipendent Director ** 2014-2017  19/06/2014  Approval of budget 2016
Quarello Enrico Indipendent Director 2014-2017 24/04/2014  Approval of budget 2016

(*) Powers and attributions of ordinary and extdhoary administration, within the limits of the laand of the Charter and in observance of the
reserves within the competence of the Shareholi#éesting and the Board of Directors, accordingi®esolutions of the Board of Directors.
(**) Mr. Paron Claudio replaces Mr. Piva Bruno whas resigned.

Name Office Duration From To

of office
Bortolomiol Marcellino President of the Board of Auditors 2014-2017  24/04/2014  Approval of budget 2016
Biancolin Luca Statutory Auditor 2014-2017  24/04/2014  Approval of budget 2016
Alberti Elvira Statutory Auditor 2014-2017  24/04/2014  Approval of budget 2016

In-Company Control In-Company Control

From To From To
Committee Committee
Coin Dimitri 29/04/2014 Approval of budget 2016 Coin Dimitri 29/04/2014 Approval of budget 2016
Quarello Enrico 29/04/2014 Approval of budget 2016 Quarello Enrico 29/04/2014 Approval of budget 2016
Paron Claudio 19/06/2014 Approval of budget 2016 Paron Claudio 19/06/2014 Approval of budget 2016

Independent Auditors
PriceWaterhouseCoopers S.p.A.

Legal headquarters and Company data
Ascopiave S.p.A.

Via Verizzo, 1030

[-31053 Pieve di Soligo TV ltalia

Tel: +39 0438 980098

Fax: +39 0438 82096

Share Capital: Euro 234,411,575 fully paid in
VAT ID 03916270261

E-mail: info@ascopiave.it

Investor relations

Tel. +39 0438 980098

fax +39 0438 964779

e-mail: investor.relations@ascopiave.it
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Main economic and financial data of the Ascopiave Bup

Economic figures

Financial year % of revenues Financial year % of revenues
2016 2015
(Thousands of Euro)
Revenues 497,689 100.0% 581,655 100.0%
Gross operative margin 95,255 19.1% 80,983 13.9%
Operating result 72,137 14.5% 56,950 9.8%
Net result for the period 56,942 11.4% 45,362 7.8%

The gross operating margin (EBITDA) is the resefiobe amortization/depreciation, financial managenaad taxes.

Capital data

(Thousands of Euro) 31.12.2016 31.12.2015
Net working capital 63,905 56,689
Fixed assets and other non current assets 522,574 527,182
Non-current liabilities (excluding loans) (48,151) (49,698)
Net invested capital 538,328 534,173
Net financial position (94,119) (114,037)
Total Net equity (444,209) (420,137)
Total financing sources (538,328) (534,173)

Please note that ‘Net working capital’ is intendedhe sum of the inventories, trade receivabdesieceivables, other current assets, accounts
payable, tax payables (within 12 months), and otherent liabilities.

Monetary flow data

Restated

(thousands of Euro) FY 2016 FY 2015

Net income of the Group 53,635 43,014
Cash flows generated (used) by operating activities 68,461 69,249
Cash flows generated/ (used) by investments (18,348) (21,527)
Cash flows generated (used) by financial activities (69,593) (120,304)
Variations in cash (19,479) (72,582)
Cash and cash equivalents at the beginning of the period 28,301 100,882
Cash and cash equivalents at the end of the period 8,822 28,301
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REPORT ON MANAGEMENT

FOREWORD

The Ascopiave Group closed 2016 with a net conatdid profit of Euro 56.9 million (Euro 45.4 millioms of 31

December 2015), with an increase of Euro 11.6 ami]li+25.5% compared to the previous year.

The consolidated net assets at year-end amountro £4.2 million, (Euro 420.1 million as of 31 [@asber 2015)
and the net capital invested to 538.3 million (234illion as of 31 December 2015).

In 2016, the Group accomplished investments foroE20.8 million (Euro 22.0 million as of 31 Decemi)15),
mainly in the development, maintenance and modatioiz of the networks and plants of gas distributamd the

installation of electronic meters.
Activities

Ascopiave mainly operates in the sectors of distiiim and sale of natural gas, as well as in otkeetors related to the

core business, such as the sale of electric pdwat, management and co-generation.

The Group currently holds concessions and direstirasices for the supply of the service in 208 mipalities (208
municipalities as of 31 December 2015) and hastillition network extending for over 8,380k(over 8,200 km as

of 31 December 2015), and providing a service ¢datahment area bigger than 1 million inhabitants.

The activity of natural gas sale to end customersarried out through subsidiaries of the parempany Ascopiave
S.p.A,, controlled exclusively or jointly with othehareholders.

In the gas sale segment, Ascopiave is one of thia National operators with about 934 million ct.of gas sold in
2016 (961 million cu.thas of 31 December 2015).

Strategic objectives

Ascopiave aims to pursue a strategy focused omrigtion of value for its stakeholders, by mairitairthe level of
excellence in the quality of services offered hia tespect of the environment and social groupsictease the value of

the field in which it operates.

The Group intends to consolidate its leadershiptiposin the gas sector on a regional level antbiking to reach a
prominent position also at the national level, ngkadvantage of the liberalization process curyamtiderway.In this

respect, Ascopiave follows a development strategyose main guiding principles are dimensional growth

lThe data specified about the length of the distidounetwork and the volumes of gas sold are obthly adding each Group company’s data,
previously pondering the data of the companiesaareted with the equity method according to tHewant share previously pondering the data of
the companies consolidated with the equity methlwwdm@ing to the relevant share.
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diversification in other divisions of the energyct® in synergy with the core business and the awpment of
operative processes.

Management trend

The volumes of gas sold in 2016 are equal to 984llén cubic meters, marking a decrease of 2.8%gared to the

previous year.

The volumes of electrical energy sold were 384.9hGWarking a decrease of 6.0% compared to the quiswiear.

As to the activity of gas distribution, the volumeistributed through networks managed by the Graepe 873.4
million cu.m., marking an increase of 1.6% as compdo 2015. The distribution network as of 31 Deber 2016 has
an extension of 8,382 km (8,312 km as of 31 Decer2b5).

Economic results and financial situation

Consolidated revenues in 2016 of the Ascopiave feexual Euro 497.7 million, compared to Euro 58iillion of
the previous year. The decrease in the turnovewisly due to the reduction in the revenues onrahtas sale (Euro -

93.2 million), due to lower volumes sold and a éase in sale prices.

The Operating Result of the Group equals Euro Ralllon, marking an increase compared to Euro Siillion in

2015. The increase in the Operating Result is maiohnected to improved results of the gas saleiggtexplained by
improved results in gas and electricity sale, duginfg to the amount allocated to the Group by wrtof its
participation in the contract renegotiation initiat for long-term contracts pursuant to AEEGSI Rason

447/2013/R/gas (+Euro 11.1 million),

The Net Result, equalling Euro 56.9 million, mags increase compared to Euro 43.0 million of 20die to an
improvement in the operating result, which have ertbian offset the increased fiscal charges on iectawes and the

decreased result for the companies consolidatddthét equity method.

The Net Financial Position of the Group as of 3td&msber 2016 is equal to Euro 94.1 million, withimerease of Euro
114 million as compared to Euro 114.0 million a8bfDecember 2015.

The cash flow of the fiscal year (+ Euro 80.1 roitligiven by the sum of the net result, allocati@mprtization and
depreciations) and the management of the liquitdye generated financial resources for Euro 67l8omi The
investment activity has absorbed financial resaurfr Euro 19.3 million, whereas the managementeqdity
(distribution of dividends and dividends receivedtbe companies consolidated with the equity mekinas absorbed
resources for Euro 28.7 million.

The ratio between Net financial position and Netiggas of 31 December 2016 is equal to 0.21 (@&7of 31
December 2015).
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The structure of the Ascopiave Group

The table below shows the company structure ofgeopiave Group as of 31 December 2016.

Y
[ € o
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— <SS '3
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II.I_. %ﬁ'ﬁtfﬂ I'_ ._.'l
| _{Jﬁt"“m‘eﬂﬁkmﬂ (in liquidation) ()
i

As of 1 July 2016, company ASM Distribuzione Gasl8hanged its name to AP Reti Gas Rovigo S.r.l..
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Reference economic framework

Worldwide economic projections in 2016 show sighsngprovement in developed countries. However, thayain

vulnerable to risks. Global economy’s growth was $mallest since 2009, with increases below thecpses average.
Several uncertainties influenced the worldwide dreng. the referenda in the UK and Italy, the U®sjatential

elections, the persistence of terror attacks anctisis in the Middle East. Growth in Japan isl tilly moderate and
Chinese growth shows continuous signs of deceteratihich is affecting the othemerging economi%sRegardless
of these indexes, GDP and international trade lséoavn signs of strengthening during the second dfathe year,

thanks to the push of the world’s leading economies

Recent OECD projection suggest that in 2016 thddwmede domestic product increased by less than 8#tpared to
the previous year, and in the next two years itukhaoncrease considerably and attain 3.3%, thaokthé fiscal

initiatives implemented by the largest countrielse lyear growth percentage in 2016 and expectatioribe next years
remain below the pre-crisis average and severks i®uld negatively affect said growth; among théme, market
volatility, the disconnection between the finanamérkets and the main macro-economies as well radial or

political uncertainties. OECD also suggests thaitp@ outlooks on market values are often discotetk from real
economic outlooks.

In the next few years, the economic evolution ia duvanced countries will vary. The Euro zone fesirg 2017 and
2018 will confirm a growth of 1.6%, below the 20&ults (1.7%). The United Kingdom will slow doworin 1.8% in

2016 to 1% in 2018. Japan growth will be feeble, after acceleration in 2017 (1.2%, compared t0620%) should
decrease to 0.8% in 2018. The Chinese economy,stwhikintaining elevated growth, should show sigfis
deceleration and attain 6.5% in 2017 and 6.3% itB20'he outlook for the Indian and USA economiefai®urable:

the former will surge, going from 1.6% in 2016 td% in 2017 and 2.8% in 2018 and the latter widiréase by 7.3%
in 2017 (7% in 2016) and 7.7% in 2018.

As far as the overall outlook for tH&alian economy is concerned, in 2016 economic growth continueatigally,
whilst remaining below the European average. latedemand contributed positively to the trend & plast few years
while foreign demand decreased gradually and fageimced the national GDP negatively by 0.1%.

The cyclical nature of the manufacture sector seemnsently positive and the service sector is iasieg. However,
agriculture, forestry and fishing are decreasing.

In 2016, the GDP increase by 0.9% compared to tbeeiqus year and this growth is due to positivaatamn in end-
user consumption, for 1.2% as well as fixed grosgstments for 2.9%. As far as the foreign exchasg®ncerned,
export of goods and services increased by 2.4rapdrit by 2.9%.

As of December, the unemployment rate was +12%phseasonal employment oscillations, slightly irasiag from
the previous month (+0.3%) and higher than 20151(4% in 2015). Yearly, the amount of unemployed gheo
increased by +4.9%, while the number of employexpfeeis slowly increasing (+1.1% compared to Decemi®15).
The yearly average of average consumer prices asieby 0.1%, bringing Italian economy into dedlatiHowever,
in December 2016 the inflation increased by 0.4%mared to the previous month and by 0.5% compar&ktember

2015. This trend is mainly due to the increaserimigg of transport, unregulated energy and raw.food

Evolution of international energy prices

2 Brazil, China, India, Russia
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In 2016, the Euro/Dollar exchange rate recordedrarual average equal to 1.11 USD per Euro (inwitke the 2015
average), achieving a maximum of 1.16 USD per Hilay 2016) and a minimum value of 1.04 USD per Euro
(December 2016). At the start of the year the Hhwbar exchange rate favoured the EU currency,llasicig in a 1.15
-1.1 fork up to September and decreased only ifinlaémonths of 2016.

Euro/Dollar exchange rate trend2015 and 2016

125
1.20
1.15
110 Euro/US$ 2015
Euro/USS 2016
1.05 i
1.00
095 LD L L R L L L
N A N s WO~ 0 A AN
£ggg3sgs8s8883-44
e~~~ O W~ 0 0 0 d N SN S MmoSEosE W W
O NN O NN NN O N O N O N

Source: Banca d'ltali®laborated byAscopiave S.p.A.

During 2016, the costs of raw oil decreased sigaiftly. In January 2016, the price of oil (Brerttamted its lowest
annual point at 26.01, continuing the 2015 trendthie following months, the trend stabilized itsielfthe month of
April, within a 40-52 fork up to November. Durinpet last month of 2016 the oil barrel price increlagereach the
highest annual value at 54.96 per barrel at theoétiae year.

As far the Euro prices are concerned, the decreaasdess impactful due to the depreciation ofEbeo against the
US Dollar.

Quotations 2016 2015 2014 2013
Annual average brent quotation (Dollars per barrel) 43.67 52.32 98.97 108.56
Annual average Exchange rate Dollar/Euro 1.11 1.11 313 1.33
Annual average brent quotation (Euro per barrel) 4639. 47.13 74.41 81.74

Source: Banca d’'ltalia and EIA, elaborated by Asaep S.p.A.

The Brent trend displayed an increase in the secpmadter of the year, due to various factors. Amtmgm, the
interruptions in raw oil production by Kuwait, Catea Libya and Nigeria and the contraction in US oAWproduction.
During November, an agreement was reached betw®&CGnNd non-OPEC countries to limit daily productiSaid
production was further limited by an internal agneat of non-OPEC countries and supported the isergaraw oil

prices, which attained the maximum annual valubaend of 2016.

Brent trend year 2016
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Source: EIA, elaborated by Ascopiave S.p.A.
Gas sales prices applied to the protected marketdatermined based on the Dutch gas Stock Exch@RDE)
guotations. On the other hand, the purchase potéscopiave Group's supply agreements are maitijlys¢éed to the
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Source: Ascopiave S.p.A. elaboration

The gas market: the European scenario

The gas system in Europe:

During the calendar year 2016, the national consiempf Gas in Italy increased by 5.0% compare@@d5, up to

70.91 billion cubic meters (source: Ministry of Bomnic Development).
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Demand also increased compared to the previous yatr a 3.39 91 billion cubic metre growth, sigo#ntly

influenced by the indirect effect of the mild ecamo recovery.

The coverage of said gas demand was mainly satisfyeimport, that in 2016 attained 65.28 billiorb@meters, a
4.08 billion cubic meter increase compared to 204567%). The main gas supplier remains Russiaspeetively of a
decrease in gas amount that arrived through theisiarinterconnection point (-5.5%). The seconddigp is now

Algeria, with a significant increase in the amowofitgas through Mazara del Vallo (+160.5%). Gas irhplorough

Northern Europe (Passo Gries) decreased consigdr8ER6) and so did the import from Libya.

The gas amounts through the GNL Panigaglia termama the GNL Livorno terminal both increased (+808nd

+750.0% compared to 2015, respectively.

National gas production
In 2016, the Italian gas production totalled 5.78idm cubic meters and decreased by 14.6% comptorez2D15. It

covers 8.2% of national gas requirements.

Gas deposits in Italy are dwindling. Their conttiba to the national requirement will become insiagly marginal.

The gas system in Italy: import and re-gasificafifnastructures

The configuration of the import and re-gasificatimfrastructure for natural gas in Italy has renegirsubstantially
unchanged compared to the previous years.

The current new projects related to the introductid upgrades and/or new energy infrastructurelswahin the
strategic plan, which envisages an increasinglygmal importance of Russian natural gas supplydorgext in which
natural gas is the main national energy sourcehodigh in recent years consumption has slowed daventd the
economic downturn, the primary objective is to pmavgeopolitical instability that could jeopardittee stability of
supply. To this end, the supply should be divezdifi

In May, the works for the creation of the gas pipeITAP have begun. This pipeline will allow impaiftgas in Italy
through Albany and Greece, enabling replenishménatural gas from the reserves in the Caspian Bessia and the
Middle East.

Due to the continuous tensions with Ukraine, Russibopt to discontinue the use of gas pipelineattpass through
Ukraine territory and will consequently discontiniie South Stream project, that was supposed ty 68r91 billion
cubic meters of gas from Russia to Bulgaria throWfnaine. Those gas volumes should instead passighrthe
Turkish Stream pipeline, which should connect ®Tap pipeline at the Turkish-Greek border.

However, the feasibility studies for the 1GI Posgigroject, a gas pipeline which, via Greece anddy would allow
Italy to import natural gas from the Caspian Sedthie Middle East, are still underway as well.

As concerns re-gasification plants, which have bera seriously competitive supply alternative tdhaee pipelines,
able to bypass the obstacles presented by theetirsliipment capacity available on the import gaslizies networks,
in Italy three plants are in operation: PanigagfiaLa Spezia, Porto Levante in Rovigo and Livornéfs@ore in
Livorno. Our Country has at its disposal at leasioaen of projects regarding the realization of néWs terminals.
Because of the bureaucratic difficulties, the #tigns filed by the local bodies, the technicabaeks and, above all,
the decisions taken by the potential investorofaithg the development prospects of the industry thedprofitability

of the investments, we believe that not all of thean be realized.
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Regarding this, during the first months of 2017 khiaistry of Environment authorized the creationaofegasification

plant in Gioia Tauro. At full throttle, said plasthould meet 10% of the expected national requirémen

Gas sale

Gas sale is the main activity of the Group in teafhisontribution to company revenues. This is ad#ized activity in
a free market, with direct competition with othgrecators, which will become ever fiercer in theufet In the current
phase of liberalization of the market, growth isedily connected to an organizational model thdtias territorial
presence and improvement of company operating.cdsts models are being researched that will tiestageholders
on their territory even more so that their distiisfping features can set them apart from their cditgps. These models
are paired with the introduction of industrial pl#rat would result in an augmented operating arghmizational
efficiency, through re-engineering and optimizatafrprocesses that will result in an improvementahpany cost-to-

serve.

Gas distribution

Gas distribution is the second activity of the Gramterms of contribution to company revenues.

This activity is carried out as a concession oedirallocation and, as such, is subject to stegulation by the public
authorities, with regards to both management metland tariffs.

As it is known, Legislative Decree no. 164/00 inimoed the compulsory allocation of the gas distidiouservice

through a call for tenders, assuming that a coripetmechanism involving the selection of the pd&riwould allow

for a limitation of costs for the end customer amdmprovement in the quality of the service suggpli

Law Decree 159/2007 (Law 222/2007) has introduéedthe first time, the concept of Minimum Terrii@r Tender

(Atem) for the management of the service, estalbigsthat the tenders shall be invited in minimunriterial areas.
The Atem tender was adopted as a basic rule fosdletor with Legislative Decree 93/2011, which Fabidden,

commencing June 2011, the launch of invitationgetader in the single Municipalities, ratifying tlobligation to

launch tenders exclusively in minimum territoria¢as.

Therefore, as to the distribution activity, the oréy of analysts foresee, in the medium term,rarg} concentration in
the offer, with a reduction in the number of operatand an enlargement of the average size ofdimpanies.

From 2011, with special reference to calls for &¥sdn territorial areas, the regulatory framewofkhe industry was
In particular:

1) the Decree dated 19th January 2011 issued by thistii for economic Development in agreement with
the Ministry for the Relationship with Regions ahdrritorial Cohesion, the territorial areas foruisg
calls for tenders to entrust the gas distributiervise were identified;

2) with subsequent Decree dated 18th December 20&Imthicipalities belonging to each territorial area
were also identified (the so-called Territorial AseDecree);

3) the Decree issued by the Ministry for Economic Depment and the Ministry of Employment and Social
Policies on 21st April 2011 contained provisionkngi the social effects connected to the assignroént
the new gas distribution concessions, thus impléimgmparagraph 6 of art. 28 of Legislative Decree n
164 issued on 23rd May 2000 (the so-called Worldd?ootection Decree);
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4) with the Decree issued by the Ministry for Econonilevelopment on 12th November 2011, the
regulations concerning the criteria to be appliectdlls for tenders and the evaluation of the oféer
assigning the gas distribution service were apptdtiee so-called Decree for Criteria

The issuance of ministerial decrees played a miajerin giving certainty to the competitive envirnant within which
operators will move in the coming years, thus lgyine foundations for allowing the process of madgening - that
started with the implementation of European dikeaxgi- to produce the benefits hoped for.

The Ascopiave Group - as indeed many other operatéavourably welcomed the emerging regulatoryniavork,
believing that it actually creates important oppoities for investments and development to qualifigperators of
medium size, going in the direction of a positiméanalization of the offer.

At the end of 2013, with Law Decree 23/12/2013, ©45, converted with amendments into Law 9/2014, Hs,
paragraph 5 of Legislative Decree 164/2000, whigdvides for the determination of the reimbursemeitie of the
plants due to the outgoing operator at the entle@bb-called “Transitional Period” was substantiaibdified.

In June 2014, the Decree of the Minister of Ecomomevelopment containing the “Guidelines for cidgeand
application procedures for the assessment of ihebtesement value of natural gas distribution neksbentered into
force, which, although formally aimed at explainitige criteria to assess the value of plants putstmmrt. 5 of
Ministerial Decree 226/2011, essentially estabbshgeculiar framework, which implements only tmiaimum extent
art. 5 above.

Subsequently, with Law Decree 91/2014, amendedcangerted into Law 116/2014, another substantiahge was
made to art. 15, paragraph 5 of Legislative Deaieel64/2000. The contents of the revised textiendvolution are
described in sections “National regulations” andé& and policies of the Group and descriptionigifst’ of this
financial report.

Finally, in mid-2015, the Decree of the Ministry BEonomic Development no. 106, dated 20th May 2@h%ended
the previous Ministerial Decree 226/2011, reforrtintp Article 5, concerning the criteria to calca@dhe value of the
plants. The new Decree has basically “transferrd@’ content of the Guidelines (mentioned above) itg text.
Concisely, this measure has made Article 5 comleatiwith the Guidelines, which would have been a

specification/clarification.

The regulatory framework

National regulations

Reference regulatory framework

With Decree MISE dated 13 May 2016 no. 94, the Btii of Economic Development approved the "Reguoifafor

the application of Art. 1 paragraph 154 of Law 208 dated 28 December 2015 (Italian TV tax in eleity bill)".

The Decree is the application of the Budget Stgbllaw dated 28.12.2015, no. 208 that introduceainf01.07.2016,
direct charge of Italian TV for private use taelectricity bill.

Specifically, this Decree set forth the accountimgciples of the regulation. It defined: the chaggmodalities of the
tax by the sellers; the communication and econdinies between the Sale Companies, the Purchasethendax
Authority; the responsibilities of the Purchaseptovide to the Purchase Companies all necesstrsmation for the

tax; the responsibilities of the Tax Authority terify domicile, family composition and possible weiis for the tax.
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Provisions of the Authority for electrical power, gas and water (AEEGSI)
The main provisions of the Authority for electrigadwer, gas and water include:

Update of the supply economic conditions

2 Quarter 2016

Natural Gas

In virtue of Decision 141/2016/R/gas dated 30.03.201®EEGSI updated the economic supply conditionstifie
consumer protection service for the April - Juné@Quarter.
The updates published with such resolution conceimg@articular: the CMEM component (fixing its ualat 4.064869
Euro/GJ); the PFOR,t element (element to covemnttaral gas procurement costs); the QTMCV elerfeletnent to
cover the surcharge elements of the CV variablege element applied within the transport sertacthe volumes
placed on the network, upstream from the Virtuadiing Point); the QTVt element (variable fee to emothe costs
related to self-consumption gas, network leakagd gas not recognized); the values of the UG3UI Bl@BFT
elements, the UG3 component (relating to theibigtion tariffs as well as coverage of payment diafor clients).
With 139/2016/R/com Decision dated 30.03.2016, ABE@Gpproved the updating as of 1 April 2016, of theff
components to cover the general system costs an@dbitional components of the electric sector.e phblished
updated mainly relate to the following tariff conmgmts: A, UC, MCT, GS, RE, RS, UG1, CVHg,
With Decision 173/2016/R/Gas dated 07.04.2Q018EEGSI determined the temporary reference tafiffsthe gas
distribution and metering services for 2016, bamethe preliminary financial data of 2015.
AEEGSI calculated that, starting 1 April 2016, teéerence price for Gas to the average Custonerdifamily with
autonomous heating and annual consumption of 1¢4b@ meters of gas) would be 69.38 Euro Centgtibic meter,
including taxes, divided as follows:
- Expense for gas raw material: 26.46% of the nagaa supply and for the activities related taitt 1% for
the gradual application of the reform on econonvaditions of the customer protection services dral t
renegotiation of multi-annual supply agreement20% for retail sale.
- Transport and meter management expenses: 19.21étsfobution, metering, transportation and disition
services, and quality.
- Expense for system costs 2.89% for the generadisysosts.
- Taxes: 40% including fuel taxes (22.03%), regiaudditional tax (2.93%) and VAT (15.18%).

Electric power

With Resolution 140/2016/R/eel dated 30.03.20M8EEGSI approved the update for the quarter Apdiline 2016 of
the economic conditions for the supply of the Rettd Customers (components PE and PD, amounts R&EPRE as

well as the DISPbt r component for the commerdcidian of electric power).
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With the Resolution 139 /R/eel dated 30.03.2018EEGSI approved the update as of 1 April 2016 h&f tariff
components for the for the coverage of generalgdsaof the electric sector and additional companefithe updates
specifically concern the A, UC and MCT components.
With Resolution 233/2016/R/eel dated 12.05.20&EGSI approved temporarily the reference tariéfs year 2016
for the electrical power distribution services émmpanies that supply more than 100,000 acces$spoin
AEEGSI calculated that, starting 1 April 2016, tkeéerence price for Electricity to the average Gustr (i.e. a family
an annual consumption of 2,700 kwWh and a usageld¥ 3 would be 17.91 Euro Cents for kilowatt/hoincluding
taxes, divided as follows:

- Raw expenses for energy: 33.80% for supply c8s4t% for retail commercialization.

- Transport and meter management expenses: 18.42 ésfobution, metering, transportation and disition

services, and quality.
- Expense for system costs 25.74 % for the genestdiycosts.

- Taxes: 13.60% including VAT and power taxes.

3 Quarter 2016

Natural Gas

With Resolution 355/2016/R/gas dated 28.06.2Q01BEEGSI updated the economic supply conditions thoe
consumer protection service for the July - Septerab&6 quarter.
The updates published with such resolution conceim@articular: the CMEM component (fixing its ualat 4.313042
Euro/GJ); the PFOR,t element (element to covemnttaral gas procurement costs); the QTVt elemeantiglle fee to
cover the costs related to self-consumption gasyark leakage and gas not recognized).
With Resolution 352/2016/R/com dated 28.06.2016e values of the components for the coverage nérge costs
including the obligatory tariff for the distributioservice as well as other components have beeateghd The
published updated mainly relate to the followingftaomponents: GS, RE, RS e UG1.
AEEGSI calculated that, starting 1 April 2016, teéerence price for Gas to the average Custonerdifamily with
autonomous heating and annual consumption of 1¢4b@ meters of gas) would be 70.70 Euro Centgtibic meter,
including taxes, divided as follows:
- Expense for gas raw material: 27.32 % of the nhggaa supply and for the activities related tati03 % for
the gradual application of the reform on econonvaditions of the customer protection services dral t
renegotiation of multi-annual supply agreement87 26 for retail sale.
- Transport and meter management expenses: 18.32 ésfobution, metering, transportation and disition
services, and quality.
- Expense for system costs 3.06 % for the genertdsysosts.
- Taxes: 39.67 % including fuel taxes (21.62%), regladditional tax (2.87%) and VAT (15.18%).

Electric power

With Resolution 354/2016/R/eel dated 28.06.20M8EEGSI approved the update for the quarter Apdiline 2016 of
the economic conditions for the supply of the Rettd Customers (components PE and PD, amounts R&PRE.

Ascopiave Group — Financial Statement 2016 17



Ascopiave Group

Compared to the previous quarter, an increaseeiptice of electricity was registered, mainly doghe increase in the
supply component of the tariff.
With the Resolution 352/2016/R/com dated 28.06.2Q18EEGSI approved the update as of 1 July 201heftariff
components for the coverage of general chargeshefetectric sector and additional components. Updates
specifically concern the A, UC and MCT components.
Following the initiative of the Consumer and Snfilted Company Association, the Appeal Court of Lardly with
single Judge decision no. 911 dated 19.06.2016esdsgl the applicability of 354/2016/R/eel and posgd its
discussion in court.
AEEGSI withResolution 410/2016/C/eel dated 20.07.2Q0X6quested the repeal of said court sentence. tawthe
same Judge with sentence 982 confirmed the sentizted 28.07.2016
AEEGSI acknowledged said sentence with a presagelalated 29.07.2016. It also specified that, pendne
suspension of applicability of 354/2016/R/eel Rasoh, the economic conditions approved with
Resolution140/2016/R/eel dated 30.03.2016 of tkeipus quarter would be applicable instead.
Subsequently, following the Order no. 1185 dated)9.@2016 of the Appeal Court of Lombardy, 354/2GRi6él
Decision was applied for the entire reference quarfhe Appeal Court of Lombardy should reach findive verdict
during the hearing scheduled for 16.02.2017.
AEEGSI calculated that, starting 1 July 2016, thierence price for Electricity to the average Conp(i.e. a family
an annual consumption of 2,700 kwh and a usage kM/Bwould be 18.67 Euro Cents for kilowatt/hourcluding
taxes, divided as follows:

- Raw expenses for energy: 36.23 % for supply c8s1€) % for retail commercialization.

- Transport and meter management expenses: 17.66 &sfdbution, metering, transportation and disition

services, and quality.
- Expense for system costs 24.60 % for the genestdsycosts.

- Taxes: 13.41 % including VAT and power taxes.

4 Quarter 2016

Natural Gas

For the period of time between 01.10.2016 and 320117, via theResolution 166/2016/R/gas dated 01.04.2016
AEEGSI defined the modalities of calculation of @®E®IEM component (coverage of the supply cost fa&)gand CCR
(coverage of costs of activities and their relaisls connected to the supply modalities of gadgrading the thermal
year by one quarter, in consideration of the ddtenithe price protection scheme would be dropped.

With Resolution 535/2016/R/gas dated 29.09.201&EEGSI updated the economic supply conditions thoe
consumer protection service for the October - Ddirr@016 quarter.

The updates published with such resolution conceimg@articular: the CMEM component (fixing its ualat 4.840993
Euro/GJ); the PFOR,t element (element to covemnttaral gas procurement costs); the QTVt elemeatiglle fee to
cover the costs related to self-consumption gasyark leakage and gas not recognized) as well @$XhFi element
(fee to cover gas transportation costs from théudlrTrading Point to the transport network).

With Resolution 534/2016/R/com dated 29.09.2085the values of the components for the coveragesoéral costs

including the obligatory tariff for the distributicservice as well as other components have beeateghdl he published
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updated mainly relate to the UGl component, while values of the other components remain unchanged.

With Resolution 774/2016/R/gas dated 22.12.201t6e obligatory tariffs for the services of distrilmn, metering and
commercialization of natural gas have been approsedvell as the amounts for price adjustment tier ddvanced
quarter of 2017 for the gas distribution services.
AEEGSI calculated that, starting 1 October 2016 rdference price for Gas to the average Custoreer(family with
autonomous heating and annual consumption of 1cdB& meters of gas) would be 71.91 Euro Centstibic meter,
including taxes, divided as follows:
- Expense for gas raw material: 21.54 % of the nhtgaa supply and for the activities related t@®if)2 % for
the gradual application of the reform on econonoaditions of the customer protection services dral t
renegotiation of multi-annual supply agreement85 84 for retail sale.
- Transport and meter management expenses: 17.81 &sfdbution, metering, transportation and disstion
services, and quality.
- Expense for system costs 3.01 % for the genertdisysosts.
- Taxes: 39.26 % including fuel taxes (21.26 %), oagl additional tax (2.82 %) and VAT (15.18%).

Electric power

With Resolution 536/2016/R/eel dated 29.09.2018EEGSI approved the update for the quarter Octeli@ecember
2016 of the economic conditions for the supplyha Protected Customers (components PE and PD, #&nead and
PPB.
With Resolution 465/2016/R/gas dated 29.09.20BEEGSI approved the update as of 1 October 201 etariff
components for the coverage of general chargehefetectric sector and additional components. Updates
specifically concern the A, UC and MCT components.
AEEGSI calculated that, starting 1 October 201&, ibference price for Electricity to the averagestGmer (i.e. a
family an annual consumption of 2,700 kwWh and agasaf 3 kW) would be 18.463 Euro Cents for kilowaitr,
including taxes, divided as follows:

- Raw expenses for energy: 35.15 %

- Transport and meter management expenses: 18.11 &sfdbution, metering, transportation and disttion

services, and quality.
- Expense for system costs 25.09 % for the genestdsycosts.

- Taxes: 13.46 % including VAT and power taxes.
1 Quarter 2017
Natural Gas
With Resolution 819/2016/R/gas dated 29.12.201&\EEGSI updated the economic supply conditions tioe
consumer protection service for the January - M&@h7 quarter.

The updates published with such resolution conceimg@articular: the CMEM component (fixing its ualat 5.640006

Euro/GJ); the PFOR,t element (element to covemnttaral gas procurement costs); the QTVt elemeanighle fee to

Ascopiave Group — Financial Statement 2016 19



Ascopiave Group

cover the costs related to self-consumption gasyaork leakage and gas not recognized); the QTRnela (fee to
cover gas transportation costs from the Virtualding Point to the transport network), the QTPSVhelat (fee to
cover costs of transportation from the ltalian leordo its destination), the CPR component (whiclvecs the
mechanism for the renegotiation of long-term ndtges supply agreements), which has decreased fré6nto 0.84
Eurocent/Smc.
With Resolution 814/2016/R/com dated 29.09.20%6e values of the components for the coverage nérge costs
including the obligatory tariff for the distributioservice as well as other components have beeateghd The
published updated mainly relate to the GS, RE, R&@G1 components, while the values of the othenpmments
remain unchanged. The provision also updatesdhees of compensation for the charges for gas gupptustomers
with economic defaults for year 2017.
Additionally, starting from 1 January 2017, the apb to the QVD component as envisaged byRBsolution
817/R/gas dated 29.12.201ave also been applied. The provision confirmenhitary value for said component for
the entirety of the country. Specifically, for thaluing of the component up to 31.12.2016: thedimmount increases
from 58.83 Euro/PdR to 59.65 Euro/PdR (+ 0.82 Eu®&) for single households and increases from 7E26/PdR
to 78.35 Euro/PdR (+ 1.09 Euro/PdR) for condomirsuifihe variable part is maintained for both type<{7946
Eurocent/Smc.
The Resolution 733/2016/R/gas dated 13.12.208@termined the reference tariffs for the distribntservices and the
gas metering for years 2009-2015, following reqgaiést adjustments of financial data and correctbmput mistakes
by several distribution companies.
The 775/2016/R/gas Provision dated 22.12.20%6llows 68/2016/R/gas Decision dated 25.02.2016h wihich
AEEGSI started an infra-period adjustment procedauréariff requlation for the distribution and neeing service. The
provision set forth the new version of the Tari#drlation for the distribution and metering sersider gas in the
regulation period 2014-2019 (RTDG)
AEEGSI calculated that, starting 1 January 201¢ rétierence price for Gas to the average Custoneem(family with
autonomous heating and annual consumption of 1¢4b@ meters of gas) would be 75.27 Euro Centgtibic meter,
including taxes, divided as follows:
- Expense for gas raw material: 32.71 % of the nhtgaa supply and for the activities related tdlLig8 % for
the gradual application of the reform on econondaditions of the customer protection services drel t
renegotiation of multi-annual supply agreementg2 8% for retail sale.
- Transport and meter management expenses: 17.64 ésfobution, metering, transportation and diaition
services, and quality.
- Expense for system costs 2.87 % for the genertdisysosts.
- Taxes: 38.18 % including fuel taxes (20.31 %), oagl additional tax (2.69 %) and VAT (15.18%).

Electric power

With Resolution818/2016/R/eel dated 28.12.201AEEGSI approved the update for the quarter Janultgrch 2017
of the economic conditions for the supply of thetBected Customers (components PE and PD, amoutsiR&E PPE
With Resolution 814/2016/R/com dated 28.12.20M8EEGSI approved the update as of 1 October 201tBeotariff

components for the coverage of general chargeleoélectric sector and additional components (§peally concern
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the A, UC and MCT components). The provision algdaies the values of compensation for the chaagesidctricity
supply to customers with economic defaults for y&&7.
The 1/2017/R/eel Decision dated 12.01.20BEEGSI updated the values of the electrical bampward, to comply
with what was set forth in Ministry Decree dated1292016. The Decree envisages a reduction of ¢osthe average
user with an electrical bonus up to 30%.
With Decisions 815/2016/R/eel and 816/2016/R/eel dat&d12.2016 the values for dispatching in 2017 have been
established as well as the RV and DISPBT comporehtes for the commercialization of electrical povirom
01.01.2017.
AEEGSI calculated that, starting 1 January 201&, réference price for Electricity to the averagestGmer (i.e. a
family an annual consumption of 2,700 kWh and agasaf 3 kW) would be 18.635 Euro Cents for kilotiadur,
including taxes, divided as follows:

- Raw expenses for energy: 36.22 % for supply c8st8 % for retail commercialization.

- Transport and meter management expenses: 21.22 ésfdbution, metering, transportation and disttion

services, and quality.
- Expense for system costs 20.36 % for the genestdsycosts.

- Taxes: 13.42 % including VAT and power taxes.

With 633/2016/R/eel Decision dated 04.11.20M&EGSI approved the “Service of Reformed Advancedtd®tion
and the Tutela SIMILE for the liberalized marketfarm of the conditions of supply of service of Aaced Protection
and definition of their respective PRC and PCV” Tarevision follows the Decision 369/2016/R/eel amktcifically
envisages:

- changes in the supply conditions for the Advancexidetion service enforced as of 1 January 201 fofRed
Advanced Protection - MTR);

- completion of the discipline of Tutela SIMILE;

- introduction of information obligations by the cemnt providers of the Advanced Protection service;

- modification on discipline on electrical contractrtsfers.

As far as the economic conditions of the Reformedlivakhced Protection service (MTR) are concernedyas
established that:

- the PED amount to cover the costs for the supplyldv@ontinue to be updated every quarter, with the
introduction of a modification in the calculationodalities so that starting from 1 January 2017 update
would be based on the quarterly average estimatBeoélectrical power supply costs, rather thanaeual
estimate;

- the estimate of the purchase costs for electrisityld be based exclusively on the price of the yeadrket
for energy (market of the previous day and dailydpicts);

- the PE and PD elements include the recuperatioruanioe. the amount needed to correct possibléakes
deriving from the calculation of the PED amountaetmined as the difference between the supplys dost
electricity for the advanced protection servicelaf previous quarter and the revenues of the sngpdif the
advanced protection services applying the PED eptievious quarter.

The Decision established: the value of the PPE atoucover system adjustment imbalances in thelgugsts to be
applied for the entire year 2017 (0.180 cEuro/kWthe PCV amount to cover the risks of commercidion of
electricity for the period 1 January 2017 - 30 JAA&8 (57.7884€ / PODl/year for household client$ 318.3777€ /
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PODl/year for other clients and clients 0.317€ / A@Br for public lighting, the PCR amount for thmserage of risks
related to the supply modalities of wholesale eleity, applied only to Tutela SIMILE clients (0.Q8/kWh as per
PPE amount).

Finally, the Resolution introduces specific obligas for the advanced protection suppliers in ortterensure
information to the final customers regarding TutSIMILE and it introduces the option, for custometigjible to the
advanced protection service, to request the tranéfectly to the supplier of the Tutela SIMILE tead of the current

provider.

Following the DCO 420/2016/R/eel Resolution, witi8/2016/R/eel Resolution 22.12.20M8EEGSI updated the
obligatory tariffs for the distribution servicesdcathe energy metering for final non-household ¢teor year 2017, as
well as the economic conditions for power netwookreections. The regulation of reactive energy taxeand input
in/from high and very high tension networks, witte tapplication of their pricing as of 2016, withtension up to 31
December 2017.

The transmission, distribution and metering sewitgiffs with household clients (TD tariff) havedn updated with
Resolution799/2016/R/eel dated 28.12.2016, that, similarly ®esolution 778/2016/R/eel for estimate purposes for
2017, uses pre-balancing data supplied by thaldlision companies for year 2016.

With Resolution782/2016/R/eel dated 22.12.2016
“Implementation of the reform of network tariffsdtariff components to cover general system castshie electrical
power customers”, AEEGSI implemented, with cori@usi the second step of the reform that starteld Résolution
582/2015/R/eel.
Specifically, as of 1st January 2017
- The progressive nature of the tariff amounts fdmwoek systems (transmission, distribution and niatgrhas
been eliminated. The tariff amounts therefore hthve same threefold TD regime irrespectively of the
condition of first domicile.
- The tariffs to cover general system costs have begefined. They will be organized in two brackeftsnnual
consumption (from 0 to 1,800 kW/h/year and ovefQ,BW/h/year);
- The consumption brackets above shall also be usdtié¢ application of the DIPBT component;
- For general system costs and DISPBT component cgtipln for household clients only the distinction
between household and non-household is considered.
Several temporary measures are envisaged, to camihlyhe invoice systems issued up to 31 March7201
The regulation also envisages that, from 1 April2@nd for 24 months, the fixed amount contribution power
variation for household clients will be broughtziero, the yearly amount for power increase up & &kll be reduced
by 20% extra measures to protect the “right to geawf heart” of clients that decide to increase @tlice their power
or vice versa.
Finally, the tariff conditions for household clisnthat adhered to the tariff experimentation foatheumps (former
tariff D1) have been modified. From 2017, the etyirof the non-progressive tariff that was suppdselde applicable

to all household clients from 2018 will be applied.

Other resolutions
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Natural gas and Electricity Sector

With Resolution 17/2016/R/com dated 21.01.201%rovisions on minimum content for motivated respsnto
customer complaints on case of invoicing of anommlamounts for gas and electrical pow&EEGSI introduced a
new set of regulations as of 1 July 2017 to pretleatsuspension of supply, by informing the clienfull in case of
complaints on invoicing.
Specifically, a new definition of “invoicing of anmlous amounts” has been given. It extends thanest in which a
bill can be considered “anomalous” and for whichg¢ase of failure to respond to the complaint, equest for supply
suspension may be forwarded to the distributor.
Specifically, “Invoice of anomalous amount” is c@esed any instance in which the amount of theebitieeds:

- 150% (household clients) and 250% (non-househddatsl) of the average bill amount in the last 12nhthe

for the electric power;

- double the highest amount in the last 12 month#egas market.
With the same resolution, AEEGSI defined the mimimeontent of the motivated answers to the firseticomplaints
and to the written requests of adjustment thatliradinvoices with anomalous amounts. Furthermibiairoduced the
obligation by the seller to make available in itebsite and its front desks a specific form for teritcomplaint or

written request for adjustment of invoices with amaous amounts.

With Resolution 100/2016/R/com dated 10.03.201Brovisions on the issuing of closing invoice fermination of
supply of electrical power or natural gad his document is the continuation 485/2015/R/com, with which AEEGSI
disciplined the measures for issuing invoice fami@ation of supply of electrical power or natugas as of 1 June
2016.

The application of the provision pertains final trusers:

- low-tension connections (with the exclusion of powepply for public lighting), for the electric gec;

- Consumption of less than 200,000 smc/year for ahtgas, whether it is in the protected market @& th
liberalized market.

Specifically, the provision targets customers teaminate their supply i.e. when the supply cortiaderminated for
any reason, including change of supplier, deacdtimadf the supply or transfer.
The main new elements introduced regarding termimalicing include:

- Change in the timeline of terminal invoice issuifidnie invoice shall be issued within maximum two glay
before the end of the six-week period in case sifaint delivery (digital billing) or maximum of 8 ymbefore
the end of the six-week period from the terminatddsupply in all other cases.

When issuing the invoice, the seller must followpecific priority order for measurement data comicated
to the distributor (specifically: effective measment data, validated self-readings and estimatezsorement
data). In case of failure by the distributor to\pde the data and without validated self-readifgsgeller shall
still issue an invoice (with self-reading data commicated by the end user but not yet validated Hey t
distributor, when applicable, or with estimatedesetiata in other cases) informing the client that invoices

shall be balanced by the seller as soon as thedataare available.
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- Procedures for the usage of self-reading#n case of change of seller or transfer in suppiyngs that do not
use smart meters for natural gas and single-tirke-t@ points for electrical power, the followingtalare

requested:

o the time interval and the modalities of communimatof the self-reading from the end-user to the

seller, the data validation activities by the gedle well as the modalities of transmission of datdne

distributor;

o information obligations regarding the possibility ose of self-reading and the modalities and

timetables to use it.

- Automatic indemnification by the seller. In case terminal invoice is issued beyond the set tethesseller
shall include in the terminal invoice an indemrafion of Euro 4.00 in case of delay up to 10 dayl®ing
the deadline and additional Euro 2.00 for eachtadil 10 days of delay, up to a maximum of Eurcd0RZor
delays up to and over 90 days.

Regardinghe obligation of measurement data readindor the termination of the supply, the resolution:

- Disciplines the activities that the distributor klgeerform in case of self-reading and discontimabf supply,
specifically, the distributor shall validate thealap to the termination day and communicate fh&end user.
Several provisions regarding the information preessbetween the seller and the distributor aresagei
regarding data transmission for the terminatiothef supply, including integration of regulationdases that
are not yet disciplined by the Authority (self-reaglin case of change of commercial counterpartteanasfer
in the electrical sector).

- The resolution sets the indemnifications by thérithistor, that are divided in two different cateigs:

o Afirst type of indemnification to the seller ingmof failure to comply with the terms of transrigas

of data in all cases of termination of supply. Vadue of said indemnification is Euro 4.00 in ca$e

delay up to 10 days following the deadline and tholall Euro 2.00 for each additional 10 days of
delay, up to a maximum of Euro 22.00 for delaysaipnd over 90 days;

o0 The second type of indemnification to the end tliencase the distributor does not make available
the reading data for the supply within useful titn@ssue the terminal invoice. The indemnification
shall be corresponded to the client if the distdbdails to make available the data within 30 daf/s

discontinuation of the supply. The value of theemmhification is Euro 35.00 and it shall be allodate

in the invoice issued by the seller and based enétter’s estimated data.
Finally, the resolution envisaged the creation ofmanitoring activity for seller, in order to evateapossible
modification of structure and of the indemnificai$o In addition to said data, information by ak ttiistributor will be
gathered in order to assess the efficiency of thalability of the measurement data for the purpo$esupply

discontinuation.

With Resolution 102/2016/R/com dated 10.03.2018Regulation of utility transfer in the gas sectodamodifications
to Annex A of Authority Decision 398/2014/r/eAIEEGSI defined the functional provisions regardimgplementation
via the Integrated Information System (SlI) of tit#ity transfer process in the natural gas sedinjlarly to what has
been set forth for the electrical sector with 393/4&/R/eel.
Specifically, the Resolution

- Introduced a modification in the definition of ity transfer in terms of variation of the name bé tuse as

well as the counterpart of a supply contract, mdtef just the variation of an existing contrachids
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modification is extended by the Resolution to tHeckic sector so that the seller, during the tfans
procedure, may propose to the customer other tiftdrare different from the one that is alreadyvact

- Confirmation of the timeline of two working daysrfthe seller to carry out communication to the costr
and the SlI, for the activation of a contract;

- The Resolution describes the management of insdapicéilure to accept a transfer request by thstiex
counterpart that shall, as an exception to cumegilation concerning minimal time for unilaterathdrawal
of the seller, withdraw from the existing supplynt@ct on the date of request of transfer for thygpsy point
in question, communicating it to the distributodahe final customer;

- Disciplines the management of measurement datagatiduring the transfer, about points that areread
monthly with daily detail, envisaging that the #ottition

- Defines certain general principles that the distidn company must abide with regarding the managgm
modalities for a request of transfer when pairethwequest for other services regarding the sarmpglgu
point.

These regulations shall be enforceable for trassésr of 31 December 2016, except for the regulatiegarding
metering and availability of measurement, whichldba enforceable as of 1 June 2016, as they ateumental for the

application of the approved regulations in mattérerminal invoicing.

With Resolution 143/2015/R/com dated 30.03.2018pdate and modifications to the 2.0 bill regulasbr AEEGSI

integrated and modified the regulations regardiiiigZ20 (Resolution 501/2014/R/com and 200/2015¢R4¢ regarding

bill amount aggregations and natural gas user @tgss

Specifically, the resolution, following requests fdarification of the operators, set forth certaides regarding the

correct exposition modalities of the “municipal $&¢ariff component, for which no item was envisdge the 2.0 Bill

that required such item.

Specifically, the regulation:

- Integrates and updates the dispositions regardith@.B, envisaging that said tariff componentnsluded in

the aggregation of amounts “expenses for transp@ntand management of meter”, with specific infation
for the client regarding invoicing and, in item a@étincluded the fixed instalment.

- Updates the Glossary accordingly.

With Resolution 209/2016/E/com dated 05.05.201@&doption of the integrated text in matters of extrdiciary
resolution of controversies with clients or finaews and operators or managers of sectors regulatethe AEEGSI —
Integrated Settlement Text (TICOG)AEEGSI approved the “integrated text in mattefsxtra-judiciary resolution of
controversies with clients or final users and ofmesaor managers of sectors regulated by the AEEGBItegrated
Settlement Text (TICO)". This text disciplines tkgolution of obligatory attempts of settlement la¢ tSettlement
Service or other entities as a condition to acgedigial ruling in case of controversies with clisror final users and
operators or managers of sectors regulated by BfeGSI, pursuant to Law no. 481 dated 14 Novemb®8b Ehd the
Code of Consumption.

This new discipline, valid as of 1 January 2017%li@s to all controversies between low-pressurekitmpgas user,
final users of low and/or medium tension electripalver, prosumers or final users and operatorsoasdppliers.

The main provisions introduced by the TICO arefdilewing
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Regardingapplicability and the effects of the obligatory sdtement it is decided that the entertaining
condition to access to judicial ruling is met ietfirst meeting at the Settlement Service doegemilt in an
agreement, which includes the cases in which thateopart is a no-show. In case the settlementeiue is
successful, the minutes signed by the parties be@menforceable document.

Regarding the procedure of tisettlement Service the resolution envisages that the first meetingtnbe
scheduled within 30 days of the submission of dwest for settlement and at least 10 days afteddle has
been communicated to the parties. The general giopviof a maximum period of 90 days for the Setdam
remains valid, which may be extended up to 30 d&egarding the timeline of request submission, the
resolution confirms a minimum term of 50 days isethe complaint is not answered and a maximurmef o
year to submit the complaint to the operator oiptiap

The obligatory settlement effort may also be cdroet through other procedures of extra-judiciagotution
of controversies, such as the Chambers of Commproeedures for entities in the ADR consumer Bsich
as peer settlement and settlement mediated by faig settlement entities registered in the Miyisegistry
pursuant to Legislative Decree 28/2010.

The settlement effort does not preclude the enigniant of urgent or suspensive judiciary actions.

With the application of the TICO, the Settlement&ge discipline envisaged with the Resolution 280/2/E/com s no

longer applicable, except as a temporary measurepdémding settlement procedures at the Service oupheir

conclusion.

With Resolution 302/2016/R/com dated 09.06.201®Modalities and timeline for the discipline of withdval from
supply contractsAEEGSI follows up on DCO 40/2016/R/com and intugds a new discipline for withdrawal right

from supply contracts for small-sized customers gintiltaneously overturns Resolution 144/07.

The provision follows the reform of the switchingapline, as envisaged by Resolutions 258/201%iR/¢for gas) e

487/2015/R/eel (for electrical power), which set #xecution time for a switching service to threseks.

The main provision is matters pertaining withdraslall be applicable from 1 January 2017 and dleNalid for all

contracts signed after this date. They include:

The confirmation that the right efithdrawal may be exercised without penalties or dsure costswhen
performed within the envisaged deadlines (posgiblealty or cost inducing clauses included in car$rahall
be null);

The resolution defined witlscope of applicationof the withdrawal regulation as far as the gadoseis
concerned and it pertains household final customm@nsdominiums with residential usage and sundages
with consumption up to 200,000 smc/year; as fathaselectricity sector is concerned, it shall apilyall
household low-tension customers, non-residentidlran-public lighting low tension users and prostaref
low-tension that have a contract for low-tensiowpobup-take from the public grid.

The following contracts are not included in theotadgon: public counterparts, contracts with seadaor
recurrent utilities and multi-site clients wheredst one of the provisions may not be applied.

The Resolution confirms that the right to withdrgwaithin the set deadlines, may be exercisgdthe
customer at any time;

The Resolution introduced new timelines for thehtrigp withdrawal, envisaging that when said right i
exercised by the client to change supplier, thgang supplier must be notified at least within fit¢h day of

the month prior to the change of seller;
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The communication modalities of the withdrawal hg ingoing seller via SlI shall be defined withudufe
Resolution. Meanwhile the communication of withdahwhall be forwarded to the outgoing seller (witthe
10th day of the month before the change of sellith) Certified Email;

- The Resolution envisages the possibility for thgoing seller to exercise the right to revoke swiigh
pursuant to TIMG and TIMOE in case of payment difau

- When the right of withdrawal is exercised to teratea supply, the notice may not exceed one month;

- The variation in the modalities of right of withdval by the final customer and the transmission haf t
communication by the ingoing seller.
In case of change of supplier, when the new conwib the ingoing seller is signed, the clientlsissue to
the seller a proxy to withdraw on his or her beffiatin the outgoing seller. This proxy must be osage and

durable support, so that it cannot be alteredraptaed.

In instances where the right of withdrawal is nelated to a change of seller, the withdrawal praoeds
entirely up to the client.

When a client with Advanced Protection or specialtgctions terminates a free market contract, hgheris
not required to send a notice of withdrawal to fkdvanced Protection seller; the term of servicetlof

protected or specially protected supply in thissdasset from the first day of the new supply.

The resolution set the modalities for the exerciBéhe right of withdrawal by the seller. The sellas the
right to withdraw with a notice of at least six ntlos if the client is not a protected client andafd option is
envisaged by the contract.
Additionally, the resolution envisaged modificatioto the 138/04 (gas) Resolution. In case of teation of a supply
contract the Seller is required to request the athtnative discontinuation of the distribution see; except for
instances when the termination of contract derivem a request of switching with termination. Fenrtmore, the
resolution sets the deadline for communication ty Distributor of the administrative discontinuation case of

withdrawal with change of supplier.

In virtue of Resolution 413/2016/R/com dated 21.07.2016New integrated text of the commercial quality desa
services and changes to the adjustment of the cocrahquality of electricity and natural gas proias service, to the
code of business conduct and to bill 2:0AEEGSI approved a new integrated text for tlemmercial quality
adjustment of sales services, and amended isslseddo changes of the quality of electricity agab provision
services, as well as to the business conduct code.

Specifically, the provision has first of all madsignificant reform to the TIQV by:

- setting four types of provisions, three of whiclbjsgat to a specific standard and to automatic corsaion
(response time to written complaints, modificattone to billing and modification time to double Ibig) and
one subject to a general standard (response timetten requests for information);

- increasing the compensation in cases of violatibthe specific standard from 20,00 to 25,00 Eutosthe
event the seller fails to meet both the standanshatfvated response to complaints and of billingisiinents,
the customer receives a total compensation of 5810@. The maximum time for compensation payment is
also reduced from 8 to 6 months;
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- providing two general volunteering standards tddvanonitor the response times to complaints basethe
expected update of the specific standard (fronp4&0tcalendar days for written complaints and f@&@hto 60
calendar days for billing adjustments);

- ruling that the information shall be disclosed ljless to the Authority regarding the cases memibavery
year, as for the procedure followed for data ondtwmercial quality of the provision. Furthermattee data
reported from 2018 for the complaints and requistinformation shall be classified by topic and dopic
(for both sellers and distributors), as required’bple 5 TIQV;

- providing the Annual complaints and disputes repestablishing that the seller shall always madslavle
an e-mail address or telematics channel for comsglai

The resolution also introduced tbleange of the TIQE and the RQDGby:

- revising the rules governing the provision timestlod technical data requested by the seller, imetuthe
extension of the possibility for vendors to requesata to distributors in case of telephone compdaiand
requests in case of joint mediation;

- raising the compensation and summing it for eleityriand gas, which must be paid by the distribwitothe
seller (30 euro);

- reducing to 6 months the maximum time for the payn& the compensation due in the event of non-
compliance with specific standards on the provisibtechnical data.

Finally, the resolution has strengthened the rdmgulaon the disclosure requirements for sellergvigled more
information shall always be given to all customémth on the website and in contracts, about thesipdity to access
to the Conciliation Service and, eventually, toestbodies for the mandatory attempt of conciliatwath free access
whose procedures they are committed to participeite. same information shall be present only inrdsponses to
unsolved complaints. Furthermore, the informatibow the eventual automatic compensation due toctistomer

shall be reported on the responses to complafrttse iconditions, the amount and the deadline aae m

With resolution463/2016 /R/com dated 04/08/2016'Provisions relating to the billing period, competisa paid by
the sellers and by the distribution companies amthér obligations of these companies about measara$ — after
the consultations with the DCO 405/2015/R/ com 206/2016/R/com, AEEGSI approved:
- theintegrated text on invoicing of the retail sales sgice (TIF) which aims at setting the whole procedure
of invoicing to small end customers;
- specific actions, both related meeasurement and payment in instalmentsboth aimed at making the current
regulatory provisions consistent with the new Tilkes.
The provisions of the TIF shall apply to all domesind non-domestic customers using low voltagetedsty - for the
electricity sector - and to all customers consuni@sg than 200,000 cubic meters/year - for therahgas sector, while
for customers holding supplies for public admiritibns only the provisions relating to the selfelieg shall apply.
The main changes introduced by the TIF, with effieotn 1** January 2017 (except for some provisions having a
different timing), are as follows:
- Issuing and scheduling of an invoice for a certaiperiod: The provisions provide for a certain invoicing
schedule (shown in the tables attached to TIF)clwhhay be waived to the free market sellers. lo als
introduces a time constraint to the invoice issuirgy 45 days from the last day of consumptiororegul on

the invoice. In the open market the seller may $pacdifferent time constraint.
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- Protection/Enhanced protection market and Free marlkt: the provisions of the TIF apply to all supplies o
the enhanced protection market, gas protectionsdRtLE Protection Service; in the free market, gadlers
are required to encompass, in their basket, a acntith billing contractual clauses equal to thofehe
protection schemes, while they are free to waiesehclauses for other offers, as reported by thke iflsuch
cases, however, some disclosure requirements ®orb#nefit of the end customer that subscribes ffer
covering the derogated clauses shall be provided.

- Scope of use of the measurement datthe seller is required to use, in the invoiceatea to a certain period,
some measurement data in the following order: &dechemsuring data provided by the distribution comypa
self-readings communicated by the final customed aalidated by the distribution company; estimated
measurement data (provided by the distribution agpr estimated by the seller).

In case the seller uses his own estimates, he datdtmine the measurement data based on the mr&oactual

historical consumption provided by the distributioompany and eventually supplemented with otheorimétion

deemed useful. These estimates, moreover, shdkteemined by minimizing the gap between the actaabumption
and the estimated consumption.

This clause might be derogated since each vendiviedfee market may set a different order of [iyioif he issues an
invoice for the actual consumption at least ongeax.

- Mixed invoices:if the invoice reports the actual consumption,ékttmated consumption shall not be added in
the following cases:

a) if the billing frequency is every month;

b) if the final measurement of the period is a-se#fding;

¢) in case of non-compliance, even isolated, obilimg frequency.

In the free market, the seller may derogate froenpttovisions of letter a) and b) but he shall, heavealways comply
with the prohibition of issuing mixed invoices iases of non-compliance of the invoicing frequeneitdr c).

- Recalculation and other invoicing rules:the seller shall recalculate (settlement) the art®previously calculated
based on estimated measurement data only in casebsgquent availability of the actual measurendatda made
available by the distribution or self-reading commpalt is furthermore prohibited to invoice consuiops related to
periods subsequent to the invoice issuing. Sualsekashall not be waived in the free market.

- Self-reading: The seller is obliged to:

o for all points of the electric sector consideredaading to a fixed rate plan and for all pointstioé gas
sector with different reading frequency from thentidy one with daily detail, provide a self-reading
communication method for the customer within a tifreane reported on the invoice. This information
shall be collected by the seller unless it is obsip wrong (being at least one of a different ordér
magnitude different from the last available dataj aommunicated to the distribution company within
working days;

o for all the points of the electric sector divideg fixed rate plan and for all points of the gastsewith
monthly reading frequency and daily detail, proviie customers with at least one self-reading mode,
where one or more invoices for measurement dataatstd for at least 2 consecutive months have been
issued (this requirement will come into force ShAbril 2017). The self-reading shall be collectgdtbe
seller unless it is obviously wrong (being at lease of a different order of magnitude from thet las

available data) and communicated to the distrilbutiompany within 4 working days;
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o collect and communicate the self-readings eventualteived by written or telephone complain to the
distribution company for their validation (such iglation shall be effective fron™April 2017);
o inform the end users about the possibility of comivating their self-reading.

- General standards for quantifying the estimated cosumption: in case of use of estimated data, a general
standard regarding the quality of these estimateséd to identify the problems related to pargidulrelevant
over- or under estimates. To test the compliandi wWie quality standard of the estimates of théedbil
consumption of electricity and natural gas, a dualdicator of the incidence of estimated consuompt
compared to the actual consumption is used.

- Compensation to the final customer paid by the sall for delays in the invoices issuinglf the invoice is
issued after 45 days from the last day of the coydion billed, the seller shall pay, with the finsseful
invoice, an automatic compensation to the end custdased on the number of days of delay (comp@ared
the limit for issuing invoices) and amounting to:

0 6.00 € for a delay of up to ten calendar days dftetime limit for issuing invoices;

0 increased by € 2.00 every 5 days of further delgyto a maximum of € 20.00 for delays equal to or
exceeding 45 calendar days after the time limiigsuing invoices;

o 40,00 € if the delay after the time limit for issgiinvoices is between 46 and 90 calendar days;

o or 60,00 € after the time limit for issuing invagcis more than 90 calendar days.

- Compensation to the final customer paid by the disibution company for failure to detect actual data
for the points considered by fixed rate planif the electricity distribution company, regardithe customers
considered by fixed rate plan, estimates the measemt data for two consecutive months, it shall jpathe
end customer, through the seller, a compensatioal ég 10.00.

The right to any reimbursement as stated above bhagffective from T January 2017, with the exception for the
compensation to the end customer; in the first,ceséact, the compensation may be paid within dgaetwice as
much as the period normally set by the provision.

- Monitoring: The Authority shall monitor the invoicing perioldefyond those already under way and relating to
the final invoice) and furthermore verify the compke with the quality standards of consumptioineses
reported on the invoice.

As for further provisions introduced by the reswmint they are as follows:

- Actions relating to measurements for the electric ector: the measurement data collection frequency is
increased: for fixed rate points with power noteedaing 16.5 kW, a reading attempt will in fact bguired
every 4 months (currently is an attempt per yefar)fixed rate points, a reading reiteration obliga in the
case of at least two consecutive failed readirgngtts and absence of validated self-readings asratyuired,;
the validation procedure of all the self-readingatdy the seller to the distribution company (atithg those
coming from end-customers ‘complaints) is furtherencequired;

- Interventions relating to measurements for the gasector. a validation procedure of self-readings from the
end-customers ‘complaints that the seller shaligerthe distribution company is required;

- Actions relating to measurements for both sectors:

o the distribution companies are required to recdrel tauses (appropriately coded) of the failed repdi
attempts;
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o the distribution companies are required to provdidmpensations to the seller in case of late prowisif the
measurement data; such compensations are in lithethdse already provided for by the regulation el
may be subject to appropriate revisions accordirtfe first outcomes related to their application;

- Actions relating to the instalment plan:

0 obligation to pay by instalment for protection seevand gas protection service providers even gesaf
abnormal amounts invoiced for all sampling pointscases of non-compliance, also occasional, of the
invoicing frequency provided for by the TIF;

0 same obligation to pay by instalment reported abalsd for sellers of the free market, which mafgoéven
improved instalment modes.

Finally, by this resolution, AEEGSI opens a prodegdto be finalized by June 201% revise the rules on non-

economic contract terms aimed, among other thiagdefining the standard offer

With subsequentesolution 738/2016 /R/comdated06/12/2016- "Billing and rules for payment by instalment:
changes to the rules set by the Authority's reemiud63/2016/R/cofn— AEEGSI has made changes to the Resolution
463/2016/R/com and to its Annex A (TIF) as welltaghe TIV, TIME and TIVG for aspects relating tdlihg and
rules for payment in instalments.

In addition to correcting several errors, the psai amended the law concerning:

- Invoicing frequency and accounting of consumptions

- Frequency:Possibility, also regarding the protection seryitceincrease the billing rate (usually quartefty)
the gas customers that consume less than 500 ww@bérs/year;

- Billing in advance:lt is allowed an exception to the prohibition af/dicing the consumptions accrued after
the issuing date of the invoice, provided the exise of specific conditions;

- Mixed invoicing Specifying that the prohibition of adding the samptions estimated after a self-reading
applies only to cases of self-readings capturethénwindow and of removal of the prohibition to aithe
estimated consumptions in the first invoice follogia set of invoices.

Self-reading

Communication from the seller: the self-readinglidb@ communicated from the seller to the distrivuio later than 4
working days from its collection.

Timeframe: the seller shall collect self-readingsnmunicated by the end customers in periods outhigléimeframe,
even in different cases from those already providedthrough complaints or phone complaints);

Adjustment: in case of self-readings communicatgdviitten or phone complaints, the seller may isaneamending
invoice even without waiting for the result of ttiistributor’s validation (which anyway shall be véed)

Late communication: In case of late communicatibthe self-reading by the seller to the distributibie latter is not
obliged to proceed to the validation.

- Compensations

The causes of exclusion from the payment of congté@ms (even for causes falling under the respditgibf third
parties) are integrated, and are established tteefdan which the 6 months for the payment of thenpensations on
the invoiced period and the reason to be repodeddch compensation on the invoice that inclutles i

- Payment in instalments

Free market: The scope of application of the céisuisr the payment in instalments are providedtfa contracts in

force at the date of validity of the TIF;
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Invoicing block and abnormal invoicing: The rules foayment in instalments for the cases added lsolReon
463/2016/R/com.

- Entry into force

Existing contract: Provisions are made for spedfszlosure requirements for outstanding contratthe date of entry
into force of the TIF;

Effectiveness: The effectiveness of the TIF pravisi and of Resolution 463/2016 provide, in paréicuthat all
forecasts are effective as of Januaty2D17, with reference to the invoicing period refeg only to consumptions
made after this date while, for invoices referringconsumptions made before Januafy217 and after that date, the
sellers may apply the regulatory framework precgdie entry into force of the TIF, provided suchaites are issued
no later than 31 May 2017.

Gradual application of the indemnity ex art. 1k TIF: the forecast for all 2017 is that the cemgation pursuant to
Article 17 shall apply after 3 consecutive monttwgf the estimated data.

- Scope of application

The exclusion from the scope of application of thistomers served in the last instance schemeg(saft FUI, and
default distribution) is set.

With resolution795/2016 /R/com dated 28.12.2016"Amendments to the regulation on the commercial iyuaf
electricity and natural gas distribution servicedato the regulation on the commercial quality of #ales service for
the provision of technical data required by thdesel- AEEGSI has regulated, within the provider's disatesof the
technical data requested by the seller, factsrttagt be attributed to the category "other compleknéal data .

A few complex cases were identified, rather thadaray list of simple cases, provided the distributan reclassify a

request from simple to complex, if an audit atRezlelivery Place is required.
Natural gas sector

With resolution10/2016 /R/gas dated 14.01.2018EEGSI approved theUpdate of the interest rate for determining
the compensation, to the outgoing providers, ofltinep sum for paying the tendferes for entrusting the natural gas
distribution service'. The resolution updates, with validity for tHede-year period 2016-2018, the interest rate to be
applied for determining the reimbursement to thigoimg providers of the amounts for the coverageheftender costs
referred to in decree 226/11, as set by the Augfisniesolution datedBJuly 2014, 326/2014/ R/gas.

With resolution20/2016/R/gas dated 21.01.2018EEGSI approved theDetermination of the bonuses and penalties
related to the recovery of the natural gas disttibn service for 2013 The resolution sets, for the year 2013, the
bonuses and penalties for the security recovemh®matural gas distribution service for 167 ndtges distribution

companies.

With resolution95/2016/E/gas dated 10.03.2018EEGSI approved thePfogram of telephone checks and inspections
of gas distribution companies with regards to 24shoepair service for the year 2016The resolution starts the
campaign of telephone checks and audits in cong@iavith the discipline in the field of gas 24-hoepair service for
the year 2016.
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With resolution99/2016/R/gas dated 10.03.2018EEGSI approved theDetermination of the definite reference fees
for gas distribution and measurement services lier Year 2015 The resolution sets the definitive references fem
gas distribution and measurement services for &z 2015, calculated based on the balance sheefatathe year
2014, pursuant to Article 3 (2) (b) of RTDG. Foretlpurpose of this determination, the applicatioos the
redetermination of fees and for the applicationhef office fee shall be implemented from 2015 dmdlaims for the

adjustment of balance and physical data received by 'S ebruary 2016 shall be considered.

With Resolution 223/2016/R/Gas dated 12.05.2016Provisions dealing with the insurance for gas eoalstomers,

for the four year period *lJanuary 2017 — 31 December 202BEEGSI set the criteria that shall rule the irmswce
against the risks deriving from the use of gas dadmeam the point of delivery for the end-custonuodrgas distributed
through local gas pipelines and transport netwbeefit from ' January 2017 to 31 December 2020, and the drawing
up of the related insurance contract.

The resolution, which closes the consultation psedaunched in March by the DCO 93/16, introducepairticular the
following novelties:

- duration of the policy extended to four years, instead of the curremtethr

- confirmation of thetalian Gas Committee (CIG) as contractor of the isurance on behalf of the
final customers and of theonsumer Energy Desk as information office

- identification of theinsurance beneficiarieslimited to all coverage points for home and howdds
as defined by the TIVG and to the re-delivery peiptovided with gauges of class not higher than
G25 relating to public service activities and tit for different uses, as defined under the TIVG;

- increase of theompensation limitsfor the fire and accident section;

- reduction of thepayment terms for the minimum annual bonus, for which the Energyd
Environmental Services Fund (CCA) pays to CIG thkevant amount and confirms the current
timing of the collection flows for covering the umaince costs (from the end-customers insured to the
sales companies, from the sales companies to #tgbdtion companies and from the distribution
companies to the CSEA);

- possible replacement of tliermination clausein the event of an accident, exercisable only ley th
contractor, with a&lause of unilateral termination, exercisable by both parties for justified reasons
on an annual basis and with a notice of not less 80 days;

- regarding theclauses of participation to profit from fire and acaident sections the possibility of
providing percentage values for the calculatiornihef "share for contractors" not lower than 75% of
the participation reference;

- reduction of themaximum bonus for the insurance re-delivery point(from 0,75 to 0,70 euro),
auctioned for the purpose of the tender procedure.

The resolution also provides that AEEGSI defineith wubsequent decision based on the outcome of the

tender, the annual unit cost that will be paid bg £nd customers (currently 60 cents of euro/year),

providing for an annual update depending on théahifity of the Insurance Account of the CSEA avfd

the related revenue needs.

With resolution 280/2016/E/gas dated 31.05.201&AEEGSI approved theAudit schedule on the

detection and disclosure of measurement data fovigers of natural gas. The resolution provides for
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the performance of an audit at natural gas dididbhucompanies dealing with the detection and dsale
of measurement data to end customers.

With resolution294/2016/E/gas dated 09.06.2018EEGSI approved theAudit program for natural gas

distribution companies in the field of service safecovery for the year 2016

With resolution320/2016/R/gas dated 16.06.2018EEGSI approved theDetermination of bonuses and
penalties for the security recovery of the natugak distribution service for 2013 and initiation thfe
proceeding for the redetermination of the trendstli@ years 2014-2019, for Egea Ente Gestione Haerg
e Ambiente SpAThe resolution sets the bonuses and penaltiethéosecurity recovery of the natural gas
distribution service for the year 2013.

With resolution389/2016/E/gas dated 14.07.2018EEGSI approved theTéchnical audits on gas
quality for the period % October 2016 — 30September 2017

With resolution465/2016/R/gas dated 04.08.2016Public evidence procedures for the identificatidn o
last appeal depositors and of the distribution détfaervice providers as of'IOctober 2016. Changes to
the TIVG, to the TIMG and to Attachment A to théhArity Resolution 102/2016/r/crAEEGSI defined
the criteria and procedures for identifying the tnproviders of last appeal services (SUI) - FUI and
default of distribution — also intervening on thisaipline of the aforesaid services, in particuar the
activities of liability of the distribution compaes related to the delay in payment as well as §e ad
transfer.

The Annex A of the resolution contains the criteaiad procedures for selecting the last appeal cervi
providers (FUI) and of the distribution fault sexi(FDD) for the next two thermal years (frorfi 1
October 2016 to 30September 2018), subject to the eventual redudtidghe period, consequent to the
deletion of the protection following the entry irftrce of the legislative resolution on competition
Compared with the previous procedures, there adestvintegrations to the admission requirements an
to the information to be made available to the ptigé participants (e.g. number of closure requésts
delay of payment). The customers served in SUI ngitkive different economic conditions based oir the
stay time to encourage their exit. The next resmutvill define an equal distribution mechanism to
ensure that the revenues are determined basedeopattameter offeredp(or y) from the selected
suppliers.

Lastly, the sums covering the fess for delay ofpamt (INAUI) were updated from 0.5 €/ GJ to 0.6 &/G
while the invoicing frequency was increased - th& bill by 4 months and then quarterly (Articlét8s4
and 33.3 TIVG).

The resolution also intervened on some provisidrth® Sales Integrated (TIVG) and Delay of Payment
(TIMG) texts, mainly in order to modify the obligans of the distribution companies, as follows:

- Acknowledgement of the distribution company’s rightaccess the premises where the measuring plant
is located (Articles 33.11 and 34.2 of the TIVGheTnatural gas sales contracts shall report aricixpl
reference to the end customer's takeover of thigation to allow the distributor to disconnectitime
PdR in case of default of the customer himselfitdet19.1 h TIMG);
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- The distributor is relieved from the obligation perform disconnection attempts and to execute legal
proceedings in the event of a stay in the defasttidution service by a client activated for reesather
than the delay of payment, that continues to faifil payment obligations (deletion Article 35.4 T3y,

- In cases where the disconnection authorizationotsawailable after six months from the distribwgor'
request, the intervention is expected to be claskifvith a negative result, therefore allowing tades
company to file a request for administrative cassabecause of the impossibility of power supply
interruption ex art 13 TIMG (Article 11.2bis TIMG);

- Athreshold is introduced, based on the custonésterical consumption (500 cubic meters/year),vabo
which the distributor is required to undertake lggaceedings (Article 13bis.1 TIMG);

- As for the information obligation of the distriboiti user who has obtained the administrative cessat
art 13 TIMG, both the mode of transmission to tistrihutor and the content of the documents toseslu
during the judicial proceedings are amended (Aetk3.7 19.1 g TIMG). Specifically, the documentatio
shall now be sent within 15 days from the requgsthle distributor via certified registered mailgiead
than within 15 days from the communication of thesifive result of the administrative cessation) by
integrating it with the copy of the contract resmn and certificate of receipt, as well as of thgply
contract, if available;

- In the time span from the request for administeatiessation because of the impossibility of inf&fon
and the activation of the default because of defgyayment, it shall be possible to allow the dstror
to continue the power-cut attempts (Article 13.81G).

- The distributor may invoice the clients for the tsoimcurred for the legal proceedings, unless esgbye
ordered by the court during the decision aboutdbgts of the proceeding (Article 13 bis TIMG), by
binding the customer’s re-activation for the sami#RPor other point always managed by the same
company for the payment of such charges (Articldit3,7,8 TIMG)

- Lastly, the terms of the proceedings pursuant tapau 39ter.2, 39ter.3 and 39ter.4 of the TIVG are
anticipated by a business day so that, followirggréquest to the supplier of the interruption felagt of
payment, the forwarding withdrawal of the switclgquwest by the incoming seller is performed within 2
business days before the sixth from last day ohtbath.

Finally, the resolution intervened by modifying tin@nsfer process.

In the event of non-acceptance of a transfer reaqoes the former sales counterparty that unildtgra
withdraws from the contract, the Authority shallt monsider appropriate at this stage to providettier
activation of the FUI service office for the newstamer requesting the transfer, if he has the
requirements for accessing to that service. Instaadctivation upon request of the concerned mesto

is preferred, provided in the communication refgsiihe transfer request the vendor specifies the
possibility of appeal to the FUI, communicatingthe customer the references and the terms of gervic
delivery.

- If an end customer wishes to own the PdR providedeifault, the Authority shall point out that, whan
distributor receives an activation request fromeavrcommercial counterparty, the disconnection shall
occur in a "fictitious" way in order to stop thefal@t and at the same time to activate the pointtie
new customer, by continuing the supply.

With resolution486/2016/R/gas dated 08.09.2018FEEGSI approved theUpdate of the percentage
values required for the definition of the standaednpling profiles for the thermal year 2016-2017
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The percentage values reflect the provisions ofa# TISG according which, by the beginning of the
thermal year, AEEGSI defines and updates with\ita provision these values, to be used for the pgerio
01% October 2016 — 30September 2017.

The daily percentage values of the standard sampliafiles (Article 5 TISG) are calculated basedaon
specific algorithm that considers the parametdierniag to the different "gas uses"; the profiles ased

by the distributor, based on actual readings andhenannual consumption attributed to each PDR
(CAPDR), to set the reading estimates (and thesafonsumption) for the purposes of:

- invoicing the careering service;

- setting the switching reading;

- setting the procedures.

Additionally, the seller may be directly involved using the above profiles if he uses the standard
sampling profile method for estimating the consuons invoiced in advance to the end customers.

With resolution 2016 686/2016/R/gadated24™ November, AEEGSI approved theDetermination of
the bonuses and penalties for the security recoeérhe natural gas distribution service for theaye
2014'. The provision sets the bonuses and penaltiethéoyears 2014 related to the security recovefies
the natural gas distribution service for natura destribution companies.

With Resolution 704/2016 /R/gas dated 01.12.20T®rovisions on the identification of costs related t
investments in natural gas distribution netwdrREEGSI set up a joint technical working table argo
the distribution companies, through the sector @atons and the Authority Offices, to define argth
pricing structure to identify the costs relatedth@ investments in natural gas distribution network
starting from the investments made in 2018. Theesagsolution introduces a limit to the unit capital
costs for start-ups born from investments madeiti’2

With Resolution no. 755/2016/R/gas dated 22.12.2016'Infra-period update of the fees for gas
distribution and measurement services for the t#yesr period 2017-20T79 AEEGSI approved, as from

1% January 2017, the new fees for the gas distributiod measurement services for the adjustmentgerio
2014-2019 (RTDG), following the changes of the afiag costs, of the fee to cover the costs of
metrology audits, of the costs for remote readambfite management systems and for concentrators, and
of the standard costs for electronic measuremenipg; for the three-year period 2017-2019.

In particular, the resolution, following the cornstion on DCO 629/2016/R/GAS, dealt with the
following aspects:

- definition of the annual reduction rates of thetwaists for the operating fees for the managemktiteo
natural gas network infrastructures - confirmatafrthe annual reduction rates for 2015 and 201 al
for updates of the years 2017, 2018 and 2019 (2f&¥distribution companies belonging to the
dimensional class up to 50,000 delivery points &rdthose belonging to the dimensional class over
50,000 and up to 300,000 delivery points; 1.7%dompanies belonging to the dimensional class over
300,000 delivery points);

- definition of the annual reduction rates of thetwoists for the management of the network infrastme
of the gas distribution service other than natges. Confirmation of the annual reduction ratesdifor
the updates of the years 2015 and 2016, equal t@aB%for the years 2017, 2018 and 2019;

- definition of the annual reduction rates of thetuwuosts for the operational fees of the measurement

service - Confirmation of the productivity recovaaygets for installation and maintenance actisiaed
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for data collection, validation and recording aitids, equal to 0% in the first three years of therth
adjustment period and starting the specific moinigpof the costs incurred by companies to verify th
impacts arising from the development of smart nsetemmissioning programs;

- definition of the annual reduction rates of thet woists for the marketing service; increase inuthié cost
of the marketing service, in line with the actuakts incurred by the companies based on the data
reported in the separate statements of accounthdoyear 2015, providing for an annual cost reduact
rate equal to 0% for the updates of the parameteéngl the fourth adjustment period;

- revision of the componemCVERunit, t, - Waiting for further analysis (to lbempleted in time for the
determination of the definitive reference rates204.7) on the audits performed since 2014 and en th
related costs, in order to introduce a unit rectgmifor each audit performed rather than for each
delivery point, provisional reduction of the unilue of the component from 60 to 50 euros per each
delivery point;

- determination of the components covering the cénéh t (tel) and t(con) costs for the remote
reading/remote management costs and the costs afathcentrators — Performance of in-depth studies
with companies (to be completed by 2017 in ordeowercome the current determination of the final
costs already in relation to the costs incurre@ddh8) aimed at introducing some criteria for thénigon
of costs based on output based logics, driven byptirsuit of the efficiency, while complying withet
principle of neutrality on the make or buy choieesl between technological solutions (with or withou
concentrator). In the details of the conclusiomeéast that the costs incurred up to 2017 are ipatide
final balance, introducing in any case a limit floe costs incurred in 2017, based on the averaigeast
incurred by the companies which have adopted ahpsing solutions and based on the number of
redelivery points actually equipped with smart mete

- definition of standard costs for measuring groupsthe year 2017 — Equal to 135 €/ gdm for meters
belonging to the G4 class and 170 €/gdm for thd<g6oclass; confirmation of the levels already feet
2014 for meters over the G6 class;

- definition of the costs for the commissioning of & G6 measurement groups in 2016

- assessment of the investments based on the acstapaid, with a limit of 150% of the standard ¢ost

following the provision applied in 2015.

With resolution821/2016/R/gas dated 29.12.2018EEGSI approved Urgent provisions on remote
management of gas smart metewss for security requirements, it is possible fatural gas distributors
to postpone the remote closure of the electro-evaldstalled on gas smart meters G4 and G6 to ttie@en
2017.

- By resolution 806/2016 /R/gas dated 28.12.2Q1AEEGSI approved thePtoposals for updating the
network code of the company Snam Rete Gas. Sjp& measure endorses the proposed updatingeby th
company Snam Rete Gas for adopting Resolution P16/2R/Gas, which approved the first directives
on market processes relating to the introductiohiofmethane in transport and distribution netwarks

natural gas.

Electric Energy Sector
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By resolution 39/2016 /R/com dated 04.02.2018EEGSI fixed some material errors found in the TIT
and TIC approved by resolution 654/2015/R/eel gmthted the definitions contained therein, in linthw

the provisions of the primary legislation.

By resolution 208/2016 /R/eel dated 28.04.2016Functional provisions for starting the reform okth
switching process in the retail electricity markbtough the use of the Integrated Information Syste
and consequent regulatory simplificatioAEEGSI introduced some modifications and inteigrag to the
TIV, TIMOE, to the resolutions 153/2012/R/com ar&7#2015/R/eel, relevant for the implementation of
the switching reform in the electricity sector &od the reduction of the switching execution timethe
gas sector. Furthermore, the resolutions ARG/é&{l1Rand 602/2014/R/eel were repealed.

With resolution 369/2016/R/eel dated 07.07.2016Reform of the existing market mechanisms for the
protection of domestic customers and small-comaimi¢he electricity sector. Setting up of the SIMI
Protection Service for the free market. Furtherigélions for electricity and natural gas distribati
companies', following the consultations initiated with tHeCO 421/2015 /R/eel and 75/2016 /R/eel,
AEEGSI provided for:

- revision of the conditions for the provision of gter protection service (Reformed Greater Protactio
Service - MTR);

- definition of the so-called "SIMILE Protection Sex@" in the free electricity market (SIMILE Protert
Service).
As for the SIMILE Protection Service, the relevdidcipline is reported in Annex A of the provision.
As for the Reformed Greater Security Service, AEEG&s postponed the revision of the related
(contractual and economic) terms to a subsequentgion.
The start of the SIMILE Protection Service andlaf teformed greater security service is envisaged f
01.01.2017.
The SIMILE Protection Service is a supervised tngdenvironment (central site of the Single Buyer)
where customers can compare the offers from preljoadmitted providers- based on specific
requirements through a specific AU procedure — ewehtually stipulate a one-year standard elegyricit
supply contract, characterized by a one-off boraidy each operator. The participation in the SIKIIL
Protection Service and the conclusion of a SIMILBtéction Service Agreement are optional for both
customers and suppliers who have the necessariyesmnts.
The Central Site managed by the AU guaranteesdhtact between eligible customers and suppliers as
from 01.01.2017 until switching to the greater patibn service.
BT-powered customers (other than public lightingydathe right to participate in the SIMILE Protecti
Service if they are:

- served by the greater protection service;

- entitled to the greater protection service, only dases of request for transfer or activation ofeav

withdrawal point or previously disconnected withdah point.
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The conclusion of the SIMILE Protection Service égment by a single customer is only allowed once
(except for cases where the “first" Supplier fadsmeet the requirements; in SUCH cases, the cestom
may sign a new SIMILE Protection Service Agreenwithh another Supplier).

The resolution has ruled that the sales companggkimg in the free market may apply for the SIMILE
Protection Service, both in the electricity andtle natural gas sectors, provided they meet specifi
honourableness and size requirements. With redarthe size requirements, the sales companieschad t
serve as of 30.09.2016, both in the free marketiante respective protection services, at leagd@D
PoDs for the electric end customers who were edtiib the greater protection service of electriergp,

or at least 100,000 PODs for electric end custoraatdor delivery points of natural gas end cust@mer
entitled to the relevant protection services, respely, of TIV and TIVG.

These requirements shall be maintained for theeedtiration of the SIMILE Protection Service by the
eligible vendor, subject to thex-nuncexclusion.

The online conclusion of the SIMILE Protection SeevAgreement — except for transfers and activation
of a new withdrawal point (POD) for which the caar is entered by the usual terms and times prdvide
for by the regulation in question — through a datlid web page provided by the licensed vendor is
therefore considered as a remote contract. Any BEVRProtection Service contracts entered in differen

ways are forbidden.

With subsequentresolution 541/2016/R/eel dated 29.09.2016 AEEGSpproved The SIMILE
Protection Service for the free market. Approvaltled regulation for identifying suppliers and for
monitoring the SIMILE PROTECTION Service and amemdm to the Authority's resolution
369/2016/R/eel’

The provision follows the communication by the $&n&urchaser (AU) to AEEGSI of the Regulation
(AU Regulation) provided for by Resolution 369/2(RBE through which AU has:

- set up the admission procedure to the SIMILE PtmtecService for suppliers, the monitoring of the
good functioning of the SIMILE Protection Servicadathe exclusion from the SIMILE Protection
Service;

- set up a special Audit committee, also by mentigris tasks.

It considers requests for clarification and amenune the rules introduced by Resolution 369/2016
/R/eel received by AEEGSI.
In particular, it provides for:

- approval, with amendments, of the AU Regulation;

- amendments to the resolution 369/2016 / R/eel (Am)e
The main amendments to Annex A to Resolution 36832R/eel deal with:

- the duration of th&SIMILE Protection ServiGeAEEGSI points out that the participation to tBMILE
Protection Servic¢hrough the Central Website will be effective mmf 01.01.2017 until overpassing the
Greater Protection Service, and in any case no tagn 30th June 2018. Such time limit appears
consistent with the termination of the protectiegimes from 01.07.2018 set by the DDL on Competitio
discussed during the X Senate Industry Committeg carrently on the agenda of the Senate Assembly.
In any case, the duration of each individual cartmaf SIMILE Protection Service fixed for 1 year

remains.
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- The Suppliers are required to comply with the dafebe admission procedure.
With subsequentesolution 689/2016/R/eel dated 24.11.2016 "Discipline for the facilitators of the SIMILE
Protection Service in the electrical market. Ameadts to the Authority's Resolution 369/2016/R/efIEEGSI:

completed the SIMILE Protection Service disciplibg,providing details of the facilitators ‘operatio
and of the cost coverage mechanism paid by theasdet the end customers in understanding and
subscribing to the service;

introduced further amendments to Resolution 36B2@/eel.

The provision, in particular:

introduces insights into the possibility of the touser entitled to the greatest protection of resplits
activation, even if previously covered by the SIEIProtection Service Agreement;

considers the communications received by AEEGShfthe Consumer Associations regarding the
identification of the Facilitators ‘activities;

following Del. 369/2016 /R/eel2, by which AEEGSI gtponed to subsequent resolutions the
definition of the amount to be paid by the Faditita for the costs incurred to support the endauser
for further investigation and conclusion of SIMILFrotection Service contracts, and of the way to
pay this amount;

foresees the modification of the provisions dealmith information to the final customer at the
expiration of the Simplified SIMILE Contract;

provides for a clearer definition of the facilitetorole;

identifies the value of the amount paid to thelfi@tor for the conclusion of the SIMILE Protection

Service Contracts and the provisions regardingothgnent of contributions made to the facilitators

themselves.

With regards to what has already been introducedrbyl1.6 Annex A Del. 369/2016/R/eel, the fordsasonfirm that,
by the third month before the expiration of the fiiffred Protection Contract, the authorized suppBball send a
written communication to the customer by partiattpdifying the content. In particular, it shall repthe customer’s
possibility to ask for the activation of the saneevice to the provider of the greater protectiorvise. It is further
reported that the "automatic" application by théhatized provider of the contractual and econoricditions applied
in the free market pursuant to a standard framevdafined by AEEGSI shall be performed in the abseot a
voluntary conclusion of a free market contract with same provider of the SIMILE Protection Senacevith another
supplier, or of activation of the greater protectgervice. In this way, the customer accessingsthelified Protection
Service shall not necessarily continue to be seseéely in the free market.

With regards to the Facilitator’'s role, the resmotamends art. 13 of Annex A to Resolution 369&Rleel, by
establishing that the Facilitators shall have tfoim the customers not only about the terms of Smmplified

Protection Service and about the options availalpen expiry of the contract, but also about theation of the
contract; help the customers to understand thewsmffers of the SIMILE Protection Service andctmpare them to
the greater protection service; assist the endbmests when accessing the Central Website for tijistration and for
receiving the reservation code; assist the custenimethe eventual conclusion of the contract, aedbehalf of the
customer; work with the due impartiality, by aveidito take advantage of situations of profit-shguam of obvious
conflict of interest, so that competition betweawpmiers may not be altered; refrain from any reéirlg or

commercial advertising activity.
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With regards to the definition of the amount angrpant method to the Facilitators of the conclusiea for the
SIMILE Protection Contracts, the resolution hasasseamount for each contract concluded equal to:
- 15,00 euro in case of end-users who are owndP©Odis for households powered by BT;

- 25,00 euro in case of end-users of PODs for atkes powered by BT.

By resolution 378/2016 /R/eel dated 07.07.2Q18EEGSI approved Urgent provisions on the billing of the
subscription fee for private television

The resolution followed the communication datedd@8016 by which the Revenue Agency reported to BEEthe
need to provide sellers with a specific indicatafrthe different terms to be introduced into thi foir charging the
subscription fee to the television service, comgariéh that already provided for by Resolution 5014 /R/com (Bill
2.0).

Specifically, the provision envisaged the amendnoéithe description to be reported on the eledtribills below the
total amount (Private subscription fee for private televisiprand the obligation for electricity providers apply the

new caption already from the first useful bill isguafter 01.07.2016.

With subsequentresolution 589/2016/R/eel dated 20.10.201&\EEGSI approved the update of the technical
specifications of the Integrated Information Systlmthe identification of end customers to whore RRAI (ltalian

Public Television Service Company) fee is chargedhe bill, in order to manage the unpaid fees.

By resolution 632/2016/R/eel dated 04.11.2018EEGSI approved, with amendments, the Regulatibout the
tender procedures for the identification of thetpction service providers for the years 2017-20@8articular, the
resolution sets the procedures for admission tgtbheedure, the ways to implement the procedusectimmunication

requirements for the parties involved and the arttirat the tenderers shall pay for performingpifection service.

On 10.11.2016, AEEGSI approvdgesolution 649/2016 /R/gas "Reform of the Authority, Gas Market 2013 -
Mechanism for promoting the renegotiation of my#ar natural gas supply contracts in the years 202@16.
Definition of the definitive amounts to be paid dadt provisions'As part of the second phase of the reform of the
economic conditions since October 2013, the promigjuantifies the definitive amounts to be paidh® companies
admitted to the renegotiation of long-term consagverned by resolution 447/2013/R/gas. For meteild and for a

description of the impacts on Ascopiave Group,tBeesection "Other relevant aspects” in this finaneport.

Efficiency and energy saving obligations

The Letta Decree, in article 16, paragraph 4, sttat natural gas distribution companies mustuysuenergy saving
objectives and the development of renewable enssgyces.

The definition of the national quantitative objges and the criteria for the assessment of thdtseshtained was
requested from the Ministry for Economic Developmém agreement with the Ministry of the Environrh@md Land
Protection, which led to the issue of the ministiediecree of 20 July 2004.

With the Decree dated 2December 2007, the Ministry for Economic Developtmeviewed and updated the Decree
dated 28 July 2004, on the following points:

- the 2008 and 2009 objectives were reviewed initta bf an excess of offer of energy efficiency iigs recorded

on the market;
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- the objectives for the three-year period 2010 -2@kre defined, considering the target of reductbmenergy
consumption fixed by the action plan as of 201&atp 10.86 MTOE;

- the efficiency and energy saving obligations factegear following 2007 were extended to distribsitatho, as of
31 December of two years prior to each year ofgaltion, connected more than 50,000 end custometiseto

distribution network.

The energy saving objectives, that count both dural gas and electric energy distributors, seétbguhe Decree of
20" July 2004, integrated by the Decree of Plecember 2007, are equal to:

- 0.10 Million TOE for the year 2005;

- 0.20 Million TOE for the year 2006;

- 0.40 Million TOE for the year 2007;

- 1.00 Million TOE for the year 2008;

- 1.40 Million TOE for the year 2009;

- 1.90 Million TOE for the year 2010;

- 2.20 Million TOE for the year 2011;

- 2.50 Million TOE for the year 2012.

The fulfilment of energy saving is attested throtigd distribution of energy efficiency certificatélse so-called 'White
Certificates’. In order to fulfil the obligations apecified by the Decree dated"2luly 2004, integrated by the Decree
of 21° December 2007, and to thus see their White Ceatifis recognized, distributors can:

- carry out direct interventions to improve the Eneefficiency of technology installed or related trads of use;

- acquire the White Certificates directly from thpdrties, by means of bilateral contracting or tigtomegotiation

in an appropriate market set up at the Electricaikdt Administrator (GME).

With Decree dated 2Becember 2012, new objectives of annual primarygneavings were defined for the period
2013-2016 for the obliged distributors, and in jgattr:

- 4.6 Mtoe in 2013;

- 6.2 Mtoe in 2014;

- 6.6 Mtoe in 2015;

- 7.6 Mtoe in 2016;

For natural gas distributors, the quota of the abmentioned obligations corresponds to the follgwinhite
certificates:

- 3.04 million white certificates to be achieved Bil2

- 3.49 million white certificates to be achieved DB

- 4.28 million white certificates to be achieved DiLB

For years 2013 and 2014, the obligor must delivguata at least higher than 50% of its annual aliligy that must be
compensated in the next two years in order to apeithlties. For years 2015 and 2016 the minimuraevéd set at

60% of the obligation, and it is always possibledmpensate in the next two years in order to apeithlties.
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In addition, Decree dated ®@ecember 2012 gave effect to the provisions ofr®e@8/2011 which sets that the
activities of management, evaluation and savingsfication related to energy efficiency projectsdertaken as part of
the mechanism of white certificates are transfetoetthe GSE - Gestore dei Servizi Energetici.

The Decree also extended to parties other thamikdison companies and the Energy Saving Companycédled

ESCO), the opportunity to present projects in otdeybtain white certificates.

The companies of the Ascopiave S.p.A. Group andyamDistribuzione S.r.l., are subject to the oliayes set out in
Decrees dated #Qluly 2004, 2% December 2007 and 2®ecember 2012, and are obliged to meet the ersagng

requirements established annually by the GSE.

The GSE has the task of checking that each distnibia in possession of energy efficiency certiiisathat comply
with the annual objective assigned to it (incredsgdny additional shares for compensation or wgati&llowing the
introduction of new national quantity objectives)daof informing the Ministry for Economic Developnte the

Ministry for the Environment and the Protectiontioé Territory and the Electric Market Administra{@ME), of all

certificates received and the outcome of the inspes.

If a distributor does not meet the agreed objeciiveould be subjected to an administrative pgnaidtposed by the
Authority, implementing Law no. 481 dated™Movember 1995 and to the indications of decreediad’ December
2012.

The next targets for the distributors subject t® dbligations about the period 2017-2020 will bérael by taking into
consideration the provisions of the National Enefjyategy and the Legislative Decree 102/2014, dsd by
evaluating the new operating framework that will fesised soon with the updating of the new guiddifior the
mechanism. To this end, the consultation documénthe Ministry of Economic Development issued iyJA015
(“Proposals for the upgrading and qualificatiorttoé white certificates mechanism”) seems to eatailajor review of
the mechanism, mostly affecting the “tau” coeffitiaised to correlate the technical life and thefuldée of the
facilities, but also the controversial concept ddliéionality and the extension of the scopes ofliapfion (see the water
sector and electrical networks). White certificai@sprojects involving the replacement of fossikls with renewable
sources will also be revised and it is likely thia¢ evaluation methods of the savings will be agho allow the
operators to manage them more easily.

For further information on efficiency and energyisg relating to the companies of the Group, pleses® paragraph

“Efficiency and energy saving”.
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Ascopiave S.p.A. share trend on the Stock Exchange

As of 30" December 2016, the Ascopiave share has registegedtation of Euro 2.742 per share, marking arease
of 24.7 percentage points as compared to the distinthe beginning of 2016 (Euro 2,184 per shaferred to the
guotation of 31 December 2015).

Capitalization of the Stock Exchange as df B@cember 2016 was equal to Euro 638.10 mﬁ'li(was Euro 516.08

million on 31 December 2015)
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During 2016, the quotation of the shares showssitipe performance (+24.7%), in line with the treoidthe main
national indexes: FTSE Italia Star: +3.7%; FTSHdt&tar: +6%; FTSE Italia All-Share: +7.1%.

In the following table, we report the main shared atock-exchange data as of 30 December 2016:

Share and stock-exchange data 30™ december 2016 30" december 2015
Earning per share (Euro) 0.26 0.12
Net equity per share (Euro) 1.89 1.77
Placement price (Euro) 1.800 1.800
Closing price (Euro) 2.724 2.184
Max. annual price (Euro) 2.910 2.460
Min. annual price (Euro) 2.010 1.760
Stock-exchange capitalization (Millions of Euro) 638.10 516.08
No. Of shares in circulation 222,310,702 222,310,702
No. Of shares in share capital 234,411,575 234,411,575
No. Of own share in portfolio 12,100,873 12,100,873
3

The Stock exchange capitalisation of the maitedicompanies active in the local public servid®4, Acea, Acsm-Agam, Hera and
Iren) as of 38 December 2015 equalled 12.4 billion Euro. Borakaha website (www.borsaitaliana.it).
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Control of the Company

As of 31 December 2016, Asco Holding S.p.A. dingcthntrols 61.562% of the Ascopiave S.p.A. shapétah

The share composition of Ascopiave S.p.A., accgrttinthe number of shares held, is as follows:

Share composition of Ascopiave S.p.A.

33.276% ‘. Asco Holding S.p.A.

# Own shares

# Market

61.562%
5.162%

Internal processing on information received by Asage S.p.A. pursuant to art. 120 Consolidated riérza Law.

Corporate Governanceand Code of Ethics

During 2016 Ascopiave S.p.A. continued its operatimprovement process of the corporate governamaengd
during past years, strengthening its managemenérmsysntroducing further improvements to the towisorder to

defend investors’ benefits.

Internal audit

The activity plan of the Internal Audit structure approved yearly by the Board of Directors of @@mpany. In
particular, the audit activities included in theoab-mentioned activity plan, formulated before skrassessment
involving the main decisional processes, concerth laveas of compliance and business processe&detatthe

business areas deemed highly strategic.

Appointed Manager

The Appointed Manager, helped by the Internal Agéitvices, has reviewed the adequacy of the admatiiee and
accounting procedures and has continued to mothisoimportant procedures for the drafting of finahanformation.
To this end, the Company has adopted new toolsoofimuous auditing, allowing the automation of ttentrol

procedures.
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Organizational, management, and controlling model prsuant to Leg. Decree 231/2001

Ascopiave S.p.A. and all its subsidiaries have &etbpn Organizational, management and controllindeh) they have
also adhered to the Code of Ethics of the Parenpany Ascopiave.

The Company, availing of the activity of the Supsovy Board, constantly monitors the efficiency aquacy of the
Model adopted.

The Company has also continued its promotionafusiibn and understanding activity of the Code ofiéd as
concerns all its interactions, esp. with businegsiastitutional parties.

The 231 Model and the Code of Ethics can be redlteioorporate governance section at www.gruppoascojiiave

Transactions with related and affiliated parties

The Group has the following transactions with edigparties with the following types of costs:
v' Purchase of IT services from subsidiary ASCO TLE/&;
v" Purchase of materials for the production processna@intenance services from the affiliate compaBYy BN
CENTER S.r.l;
Credit transactions in favour of ASM Set S.r.linjty controlled company;
Administrative services for ASM Set S.r.1., jointgntrolled company;

Purchase of gas from the affiliate company Sineitgieane S.r.l., in liquidation;

SNEENEE NN

Administrative services and services of personhé&lrogas Distribuzione S.r.l., jointly controlledmpany.

The Group has the following transactions with edigparties with the following types of revenues:

v' Leasing of owned real properties to the subsideBZO TLC S.p.A,;

v' Leasing of owned real properties to the affiliateeggie Italiane S.r.l. in liquidation;

v" Relations of active current accounts correspondemé&M Set S.r.l. jointly controlled company;

v" Administrative services and services of personhdéiscopiave S.p.A. to ASM Set S.r.l., Unigas Distizione
S.r.l,, Sinergie Italiane S.r.l. in liquidation aB&VEN CENTER S.r.l.;
Sale of electricity to ASM Set S.r.l., jointly coolied company.

\

Relationships deriving from tax consolidation withco Holding S.p.A.:

Ascopiave S.p.A., AP Reti Gas S.p.A., Ascotrade/S, AP Reti Gas Rovigo S.r.l., Edigas Esercizigtbbuzione Gas
S.p.A., Pasubio Servizi S.r.l., Blue Meta S.p.Ad &feritas Energia S.p.A. have also adhered to dmsaidation of tax
relations held by the Parent company Asco Holdinm/4s, highlighted in the current assets and lities.

We would like to point out that these relations enaracterized by the highest transparency anddrkehconditions.
About each relationship, please see the Explan&totgs.

The table below shows the economic and financialreaof the transactions described above:
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(Thousands of Euro) Trade Other Trade Other Costs Revenues
receivables receiva payables payable Goods Services Other Goods Services Other
Parent company
ASCO HOLDING S.P.A. 36 4,925 7,738 0 20,982 0 61 0
Total parent company 36 4,925 0 7,738 0 0 20,982 0 61 0
Affiliated companies
ASCO TLC S.P.A. 110 0 0 0 533 0 0 121 347
SEVEN CENTER S.R.L. 40 0 69 0 2 248 6 0 37 0
Total affiliated companies 150 0 69 0 2 781 6 0 158 347
Subsidiary companies
Estenergy S.p.A. 36 0 75 0 0 0 0 0 0
ASM SET S.R.L. 1,659 21 19 3,412 20 48 9 6,521 443 57
Unigas Distribuzione Gas S.r.I. 31 0 2,533 0 0 9,056 0 100 62 1
SINERGIE ITALIANE in liquidazione S.R 13 8,193 0 0 58,151 27 0 0 66 0
Total subsidiary companies 1,739 8,214 2,627 3,412 58,17 1 9,131 9 6,621 572 58

Total 1,925 13,139 2,697 11,150 58,173 9,913 20,998 6,621 790 405

Significant events during FY 2016

On 18th January 2016, Ascopiave, along with otherperators, filed an appeal before the Council of Sta against

the judgment of the Regional Administrative Court d Lombardy no. 2221/2015, about regulations governg gas

distribution tariffs.

In February 2016, Law no. 21/2016 was approvedchvitontains provisions governing the distributidngas. In

particular, Article 3 establishes that the timeilgrfor the publication of the tender notices eaged in the earlier
legislation should range from a maximum of 14 merttha minimum of 5 months, depending on the grtoughich

the Minimum Territorial Area belongs. Subsequentthe expiration of the time limits within which thewarding

entities designated by the Towns should have phddisthe tender notices, the new legislation proviteat the
competent Region for the Area grants six extra mgnafter which it may invite tenders by appointig acting
Commissioner. If two months elapse without suchoapment, the Ministry of Economic Development aigreement
with the Region, may intervene by appointing itsnoa&cting Commissioner. The law has also abolishedpenalties
under the scope of the Towns established by theiqure legislation in the event of delayed publicatiof tender

notices.

Establishment of AP Reti Gas S.p.A.

On 18th March 2016, the company AP Reti Gas S.was established, with a share capital of Euro B60gand, fully
paid-in, 100% controlled by Ascopiave S.p.A. OnJidlyy 2016, it was entrusted with Ascopiave S.fdsiness unit
in charge of natural gas distribution, in compliamdgth the unbundling obligations that require sieparation between

sales and natural gas distribution integrated eénstime corporate group.

As part of a strategic plan aimed at streamlinihg torporate structure, strengthening the focusindividual
businesses and ensuring compliance with unbundliteg, AP Reti Gas S.p.A. governance structurebieas defined.
AP Reti Gas S.p.A. Board of Directors consists rehtiof members of Ascopiave’s Senior Management &
particular Mr Roberto Gumirato, General Managercdjsave S.p.A., who serves as Non-executive Directbe
Board of Directors also includes Mr Antonio Vendiaelli, Mr Giacomo Bignucolo, Mr Riccardo Paggiaand Ms.
Chiara Gabrel.
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Combination of Veritas Energia S.p.A.

On 10th February 2014, the purchase from VeritasAS of the remaining percentage of Veritas Enef@ia.A. share
capital was finalized. As a consequence, the taiatrol of the company was acquired, against theneat of Euro 4
million. Therefore, the company Veritas Energia.&.pvas fully consolidated by the Ascopiave Groepnenencing T
January 2014.

The acquisition agreement envisaged, under theesgbferitas S.p.A., a guarantee on third partenables existing
at the closing date in order to cover the eventari-collection within the 24 subsequent monthstaifEuro 5,000
thousand.

For this purpose, the seller had paid AscopiaveAS.p guarantee deposit, bearing interests, equéuro 2,838
thousand, recognized until 31 December 2015 initdra financial liabilities, and this liquidity wasonnected to the
purchase of two-year “repurchase agreements”. Tiierehce between the maximum amounts of the gteeaset
forth in the agreement, equal to Euro 5,000 thodisamd the deposit amounting to Euro 2,838 thousaad
guaranteed by Veritas S.p.A. to Ascopiave S.p.Aauph a suitable letter of guarantee issued bygonepany itself.

On 10th February 2016, the restriction on the ar®tecreived by the seller expired and, consequethtlyamount of
the compensation that the seller should have padopiave S.p.A for the non-collection of the reabies was
calculated, to the tune of Euro 396 thousand. Sules#ly, the residual deposit was returned, aloith the letter of
guarantee issued by Veritas S.p.A. The compensatianbooked in “Other income” pursuant to the psimris of the

IFRS 3 accounting standard, as the business cotidrinaas already definitive after 12 months of dsijion.

Shareholder’'s Meeting held on 28th April 2016

The Shareholders’ Meeting of Ascopiave S.p.A. comeein its ordinary session on 28th April 2016, i by Mr
Fulvio Zugno. During the meeting, the 2015 yeatigteament was approved and the Meeting agreed tobdie a
dividend of Euro 0.15 per share. The dividend waisl pn 11th May 2016 with ex-dividend date on 9thyMP016
(record date on 10th May 2016).

Furthermore, the Meeting has approved the remuparpblicy of the Company, set out in compliancéhwArt. 123/3
of the Unified Finance Law as well as a new purehasd sale plan of treasury shares under the tefraticles 2357
and 2357-ter of the Italian Civil Code, to replacel revoke the previous authorization of 23rd APBIL5.

Sale of cogeneration plants to the subsidiary Veudts Energia S.p.A.

On 30th June 2016, Ascopiave S.p.A. sold to theididry company Veritas Energia S.p.A. its cogetiengplants.

DCO 205/2016/R/gas and DCO 456/2016/R/gas
On 28th April 2016, the Authority issued the comatibn document DCO 205/2016/R/gas concerning ¢daegnition
of costs related to investments in the naturaldistsibution networks built commencing 2017. Thewdment presents
the initial guidelines of the Authority and envisadgurther analyses, in order to issue the finasuee by the end of
December 2016. The Authority has expressed itsiinte — about new investments — to supersede tirerducriterion
of recognition of historical costs and to adopt, as alternative, criteria based on benchmarks, naisgu three
alternative hypotheses:

1. the evaluation of the costs recognized based olatd costs;

2. the application of the price cap method;

3. the different application by minimum territorialear of the price cap rather than the evaluationcdbase
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standard costs, based on the presence in thefamethane plants and the estimated developmehedfervice.

On 4th August 2016, the Authority issued the camsgian document DCO 456/2016/R/gas illustrating fimal
guidelines for defining the criteria for investmerist recognition. As against the three optionsfegh in the
consultation document 205/2016/R/gas, the new ambr@nvisages evaluation criteria based on starmizst$, and
that such criteria shall apply commencing 2019 eabse investigations are still to be conductedegamding the
investments made in 2018. The Authority also bekethat adequate mechanisms are necessary foromogithe
efficacy of the method, especially when appliedontexts where renewal activities of the existietpworks prevail. In
order to develop the method, the Authority intetalaccept the proposal submitted by some consuitatarticipants: a
joint technical working group should be set up agdeng the distribution companies and the Authdsit@ffices, so as
to define a shared price list structure.

The Management is participating in the consultatpyocess, assessing the potential organizational famancial
impacts of the regulatory evolution.

With 704/2016/R/gas Resolution dated 01.12.2016&pDsitions in matters of recognition of costs ofeistment on
natural gas distribution networks” AEEGSI formegbat discussion panel between distribution companivith the
help of industrial categories and the various Atithicoffices. The purpose of this panel was to teem shared price
listing that would recognize for investments in tiaural gas distribution networks starting froml80With the same

Resolution, a maximum amount of value for singlgiteé costs is set for the starting venues staffiiom 2017.

AP Reti Gas, a company of the Ascopiave Group in elnge of managing natural gas distribution and meteing
services, started operations on 1st July 2016

AP Reti Gas S.p.A., a wholly owned subsidiary o€égiave S.p.A., started its operations on 1st 206 with about
170 employees and manages the natural gas digtriladrvice in 150 Towns in the Provinces of TreyMicenza,
Venice, Padua, Rovigo, Belluno, Varese, PiacendaPavia, totalling approximately 6,800 Km of netlwand over
335,400 redelivery points.

Ascopiave is still the holding company and actshasGroup’s reference in the stock market, focugis@ctivities on
the provision of services to other companies ofAkeopiave Group.

The transfer of the gas distribution business to R®i Gas ensures compliance with the provisionstaioed in
AEEGSI resolution 296/15/R/com (Article 17), whi@nvisages unbundling for the distribution and tlades

companies in the natural gas and electricity sector

Expected tariff adjustment for the recognition of the costs of investments in the natural gas distriliion

networks

In 2016, the AEEGSI started a consultancy procedareéecognize the costs for investments in the rahtgas
distribution networks made from 2018. The Authonitgted its intention was to update current recagmitriteria

based on historical costs and adopt an alternatethiod based on parameters.
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With Decision 704/2016/R/gas dated 1st December6 2 Authority formed a joint discussion panelwesn
distribution companies, with the help of industri@tegories and the various Authority offices. Thepose of this
panel was to create a shared price listing thatdvacognize for investments in the natural gasidistion networks.
The Authority envisaged the adoption of this peremmesolution within October 2017.

On 1st July, ASM DG S.r.l. became AP Reti Gas RovigS.r.l.
On 1st July, in compliance with AEEGSI's unbundliegulations, ASM Distribuzione Gas S.r.l., a compaf the
Ascopiave Group operating in the gas distributiecter in the area of Rovigo, changed its name tdrRai Gas

Rovigo S.r.l.

The Aeb-Gelsia Group and Ascopiave sign a letter afitent for the development of a future business
combination

On 12th July 2016, the Aeb-Gelsia and Ascopiaveu@ssigned a letter of intent defining the guidedimnd principles
of a program aimed at the combination of the gab emergy sales and distribution businesses in Lotybavhich

could also be extended to other areas.

Ascopiave has been awarded, on an interim basis,aliender relating to the purchase of shares belongg to
Pasubio Group S.p.A., a company operating in the diribution of natural gas in 22 Towns in Veneto, wth over
88,000 clients
The Town of Schio, the contracting authority foddigoverning the sale of 100% of the share capg&inging to
Pasubio Group S.p.A., on 12th September resolved 2 temporarily awarding the tender to Ascopi&vp.A.
Pasubio Group S.p.A. is the holding company ofcupgroperating in the distribution of natural ga2 hTowns in the
provinces of Vicenza and Padua, with a client bafseearly 88,000 users. Based on estimates drawAsegpiave
regarding the aggregate figures pertinent to theu@rthe 2015 consolidated revenues of Pasubio (G&p.A.
amounted to Euro 12.6 million (Euro 12.7 million20814), Ebitda was Euro 4.7 million (Euro 4.4 roifliin 2014), net
operating margin stood at Euro 2.7 million (Eur@ #illion in 2014) and net profit was Euro 1.5 ol (Euro 0.7
million in 2014). The Group’s shareholder’'s equig, at 31 December 2015, amounted to € 21.1 milpogsenting a
net financial indebtedness (adjusted to factordooants payable relating to concession fees owatidaespective
issuing Towns and falling under pre-2015 fiscaliges) to the tune of € 6.9 million. The concessiorenaged by the
Group were mostly awarded (20 out of 22) basedeaddrs pursuant to Legislative Decree n. 164/2@®9go-called
Letta Decree); they will expire between 2018 an@42@ver 70% of clients fall under those concessiexpiring in
December 2024). The economic conditions offeredégopiave S.p.A. have the following main features:
1) the purchase of the entire 100% share capital sfitta Group at an equity value of Euro 16.3 million
2) a commitment by Pasubio Group to disburse to s@sgirig Towns (and its current shareholders) a fine-o
supplementary fee amounting to Euro 5.1 million;
3) acommitment by Pasubio Group to disburse to tite Bawns, commencing 2017, the annual concessies fe
as originally envisaged i.e. prior to the amendmémforce between the parties;
4) a commitment by Pasubio Group to make an antiaippseyment to the said Towns corresponding to the
annual concession fees relating to the years 20d2@a18.
Focusing on 2016 figures, Ascopiave S.p.A. estigtitat the higher annual fees that will be paid tdube

commitment stated in point 3) above, will lead tghier costs and a consequent drop in operatindtsester the next
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years, to the tune of approximately Euro 1.6 millper year.

The bid features a price adjustment in relatioth&ovariation in the net financial position, froh Becember 2015 to

the share transfer date. Furthermore, Ascopiavéspovides guarantees with regard to the upkeegurfent
employment levels, an improvement in the compaisyadfing and the reinforcement of headcount in llaxffices.
Ascopiave, in the event of the final official awandd successful completion, will finance the pusehhy resorting to

debt financing.

In October 2016, the second-place company filedppeal before the Regional Administrative Cour¥eheto against
the Municipalities that sold their interest shasgsl Ascopiave S.p.A., demanding annulation, suli@girotective
orders, of the award of the tender to AscopiaveAS, jpr the call for tenders and all subsequert,aejuesting that the
tender be awarded to the appellant or, subordinaielrepublished.

The affected Municipalities participated as pariieshe appeal, supporting the legitimacy of theedyave S.p.A.
victory.

On 7 December 2016, the Regional Administrative CourtVeheto, with Sentence no. 644/2016 overruled the
protective order of the second-place competitorfamy.

With the same Sentence, the claimant filed an d@iehe Council of State dated 19 December 2016.

The Aeb-Gelsia Group and Ascopiave extend the terntf the period of exclusivity in negotiations
On 27th October 2016, the parties agreed to extenterms of the period of exclusivity in negotats until 31
January 2017.

First instance decision of the litigation on Miniserial Decree 22.05.2014 (Guidelines for the determation of the
residual industrial value of natural gas distribution plants)

Ascopiave, along with other industry players, hiéetifan appeal before the Regional Administrativen® of Latium —
Rome against the Minister of Economic Developmenttlie cancellation of Ministerial Decree dated @2hay 2014
concerning the introduction of Guidelines for thetetmination of the residual industrial value oftunal gas
distribution plants. As part of the same proceeglinigsues emerged regarding constitutional legdymand/or
preliminary ruling as concerns Laws 9 and 116 of4£0n the section which has modified art. 15, geaph 5 of
Legislative Decree 164/2000 (retrospective deduaadioprivate contributions and time limit of agresmts’ validity).
On 1st October 2015, Ascopiave, together with ttheroappellants, filed an appeal against Ministebiecree 106
dated20th May, amending Ministerial Decree 226/2@ilith “additional grounds” with respect to the maippeal. The
latter, in fact, at least regarding Article 5, hasrely introduced the regulations of the Guidelimgs Ministerial
Decree 226/2011.

Subsequent to the outcome of the hearing dated&8ih2016, the judgment was delivered.

With Judgment no. 10341 dated 17th October 20%6 Ribigional Administrative Court of Latium rejectis appeal
with additional grounds and barred the main apfreah further proceedings. The Company, togetheh e other
appealing parties, on 16/01/2017 filed an appetileaCouncil of State and its scheduling is cutygménding.

Other important events

Evolution of the mechanism for the promotion ofrdreegotiation on long-term supply agreements @ted APR)
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In 2013, the Authority for electricity, gas and emi{AEEGSI — “Authority”) reformed the structure ghs tariffs
intended for protected customers in the civil segimeferencing them to TTF Dutch hub (spot pride)this context,
the Authority introduced, with Resolution 447/20RRfas, among the compensation instruments for pgerators
which had signed long-term agreements, an optionathanism “to promote the renegotiation of longrter
procurement agreements” The reference period of AR mechanism corresponds to the three thermalsyea
2014/2016.

In 2013, the AEEGSI, upon assignation of gas vokin® Ascopiave Group, decided that the total marimu
compensation for the three-year period of thisesysivould be Euro 11.2 million and, in case of inedrtrend between
the supply price and the spot price, it envisageetaction to final customers up to three timesitiitéally set amount:
approximately Euro 33.5 million.

It being understood that the Ascopiave Group diddsem it appropriate to adopt the APR mechanistherprevious
years, as its functioning was unfavourable to thmgany. It appealed the Resolution at the Admiatiste Court of
Lombardy, demanding an emergency suspension.

The positive outlook of the market in the recenbiyear period and the reasonable scenarios propogeithe
management led to a more positive approach towhedAPR mechanism.

During November 2016, after updating the third dadt Ptop index for thermal year 2016, with Deadisio
649/2016/R/GAS 10 November 2016 AEEGSI determined the balance ammfuthie compensation to be Euro + 11.1

million. The amount has been accounted in FY 2Gl& decrease in the supply price for the year ueximination.

Communication of adjustment balance amounts foff taavenues in 2015

In November, the Bank for Energy and Environmestlices communicated to the Group companies tfigitie
results of the adjustment for year 2015. Said conication highlighted that, for the companies ingggd with the
equity method, there will be a positive balance parad to the adjustment values that had been enierte 2015
Statement for Euro 1.2 million. This amount hasrbaecounted for in 2016.

The difference is mainly due to a discrepancy ahluation of the revenues, as the adjustment atadar year 2015
had been calculated based on the temporary refetanffs pursuant to 147/2015/R/GAS Resolutionilstithe actual
amounts communicated by the CSEA were calculatedtran definitive reference tariffs publish with the
99/2016/R/GAS Resolution.

Sale of natural gas and electricity

The Group sells gas and electricity through the mames Ascotrade S.p.A., ASM Set S.r.l., Esten@gyA., Blue
Meta S.p.A., Veritas Energia S.p.A. Pasubio SeSizil., Etra Energia S.r.l. and Amgas Blu S.r.l.
The companies ASM Set S.r.l. and Estenergy S.péAcansolidated with the equity method.

Gas market

During the last year, the traditional gas markes$ wearket by a structural decrease in demand. kevarnrincreasingly
competitive market that withessed a contractiothetraditional business marginalities of the Grahere is a distinct
necessity for a market repositioning, paired witdfetice strategies to preserve the current markaeslas well as

internal and external growth.
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During the first phase of market liberalizationtbé energy markets, the ties with the territoryev@gen as a hindrance
to company growth as it would imply the progresdading of the ties with the main stakeholders.exal growth was
then pursued by aggregating companies with coredidersize that would be an aggregating factor them smaller
companies. Today, however, we think differentlynfréhat time. External growth is the product of agamization
model that enhances territory presence and theowepnent of the company operating margins. The Gisupoking
for new models that would tie the main stakeholdeth their territory even more deeply, so thatitllistinctive traits
can set them apart from the competitors. The desdrimodels are paired with the introduction of stdal plans that
pursue even greater operating and organizatiofialesfcy, through re-engineering and optimizatidrpoocesses that
would increase the company cost-to-serve.

As far as institutional communication is concernedyironmental and social issues are becoming raate more
important, with the aim of improving the impactafmpany activities in the territory.

Regarding raw material prices, it is noted howeiinationally, the spread between spot prices cir\anarkets (Japan
and Korea) and the Northern European markets (Dotdh TFF) has reduced and brought back interest {GNL
producers (Middle East and USA) to the Mediterranagea, where Italy plays a key role due to itstfwseng. This
dynamic determines a market price that is increggiliquid, competitive and volatile. The trend rfices in the last
months of the year was increasing for gas, irrespeof these dynamics: the Brent value surgedn{fB9D.69 $/bbl in
January to 53.60 $/bbl in December), the TFF valsge increased (from 13.88 €/ MWh in January to 3EZMWh in
December), the value the Dollar compared to Eunatfrem 1.0859 €/$ in January to 1.0542 €/$ in Delger.

During the year, both the AEEGSI and the Authodty Competition intensified their control activitiés ensure that
companies would correctly perform their communmatiiuties and/or did not perform illicit actionsanquisition and
subsequent uptake of new clients. Penalties raggtiese matters have been considerable and tlystdd especially
contact modalities and persuasion to attract custenthat were not deemed compliant to current etiguis.
Companies that did not monitor enough the companiebarge of client acquisition were targetedrifeest.

The increasing use of outsourcing and third comgmaiis well as the increase of the so-called puechesups is
generating a new segment in the industry, betwdensale companies and the actual final customeient€
purchasing through intermediate parties are natedyioyal to the company and therefore sale camgsof the Group
discontinued this type of arrangements and onlyimeqew customers through direct company emplqyeesf today

with very positive results.

Electricity Market

Wholesale prices for electrical power did not flate greatly during the year, except for the lastrger of 2016 where
prices increased considerably, with a high degfe®latility.

During 2016, the value of “Pun” increased from #6&MWh in January to 56.44 €/ MWh in December, wéth
average value for the last quarter of 55.95 €/MWh.

The surge in prices is mainly due to the prolongexh-programmed maintenance of the power plantsadin(or to be
halted in the near future) of the French Nucleargroplant system (12 plants for approximately 12dted GW). This
situation is probably going to continue in thetfijsiarter of 2017.

During the year, the AEEGSI, with Resolution 369/@0R/ee, instituted the Reformed Additional PrdteciService
(MTR) and the SIMILE Tutela protection system (baliscribed in the paragraph “Resolutions of thehérity for
electricity, gas and water” herein). Among the camps of the Group, Ascotrade S.p.A. was the tmsdidate for this

service and as of 1 January 2017 it was one oBthstakeholders to have access to this type of ehafimong the
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companies that were allowed to join there has lzediscrepancy in behaviour. Some of them, expedtracquire a
large number of clients and earn their loyalty witthe annual terms of the Tutela SIMILE contragisyposed very
high bonuses, while others opted for a more comgieesapproach.

Following the introduction of the so-called 2.0 Eme Bill, AEEGSI is currently defining the structurof
communication files between active Operators inethergy sector, specifically as far as respednwdlines and quality
of response to customers are considered. In #lid &is well, the number of penalties by the Autiydd companies is

increasing.

Interventions of the Authority and Government fottbthe gas and the electric sector
As far as gas is concerned, with Decision 312/2Rg&s AEEGSI approved the Integrated Balancing b (TIB),

which adopts the European Regulation 312/2014 asdy@s a central role to the balancing superviSma Rete
Gas). This resolution aims at maintaining the tpansation network within its operating limits, inttucing incentives
for this purpose.

The new system envisaged the introduction of dalhlancing pricing, for purchase and sale, on #tedaily result.
Prices are determined by the

Regarding electricity, it is noted that AEEGSI, ander to resolve the massive increases in the tugpdifnponent
(revenues/costs of Terna due to unbalancing) isauResolution 444/2016/R/eel. The resolutions efdbcument were
enforced on the 1st August — 31 December 2016 ghdap the first one and the second for 1st Jan2&d/7. The
resolution envisaged a single pricing mechanism uobalancing that are included in a specific taleea band,
calculated on the post-MI take-up. During the fipstriod of implementation the band has been set t15% to be
reduced to £7.5% (as of 1 January 2017). A pondéuadi pricing method is envisaged outside saiddolee band.

Ascopiave Group: Management trend

The volumes of gas sold to the final market in 286$5.00% consolidated companies are equal to &ddlidn cu.m.,
marking a decrease of 2.2% as compared to 2015th&se volumes, we must sum the volumes sold by the
proportionally consolidated companies (Estenergy/S.and ASM Set S.r.l.), which in 2016in totald@74.1 million
cu.m. of gas, marking a 5.9% decrease from 2015.228 the previous year).

Regarding the electricity sale activity, in 2018 #imount of electricity sold by the 100% consokdatompanies was
equal to 339.9 GWh, marking a decrease of 5.2%agpared to 2015 (358.7 GWh as of 31 December 201b)hese
volumes, we must sum the volumes sold by the ptapwlly consolidated companies (Estenergy S.pnd. ASM Set
S.r.l.), which in 2016in total sold 108.2 Gwh, martka decrease of -7.3% as compared to 2015 (1I3®9/R as of 31
December 2015).

Distribution of natural gas

The Group is active in the gas distribution setitoough the companies Ap Reti gas S.p.A., Ap Res Govigo S.r.l.,
Edigas Esercizio Distribuzione Gas S.p.A. and UsiDéstribuzione S.r.I. The company Unigas Distribue S.r.l. is

consolidated with the equity method.

Activity of distribution of natural gas
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In 2016, the process revision and refinement coetin with the aim of reducing operating costs, anptnting actions
and increasing the capacity to produce value witiernal resources. The purpose is to create the gmessible
conditions to confront our competitors in termsyanagement efficiency with a view to the invitasaf the territorial
tenders.

In this perspective, the Work Force Managementesysh support of the workforce for field has all@whe Group to
pursue the optimization of operational resourcesyugh a better planning of the activities. The iayement in the
management of assets on behalf of the sales coagpand end customers has allowed a significantavegnent in
service quality standards, entailing a decreasevef 30% in the number of services performed balwvbenchmarks
set by the AEEGSI with average medium times deect&®m the previous year.

During FY 2016, there was specifically a consideraftekload to meet the requirements of Municipalitiesaccess the
consistency states of plants, determine the rekiddastrial values and the reimbursement valugslarfts. All these requests
have been received and processes within the expeesetlines pursuant to current regulations.

In compliance with the provisions of the AEEGSk ttenewal process of the meters with the achieveofeadl major
objectives envisaged by current regulations hagirmeed. In this context, since the second half lef year, pilot
projects have been launched to test the 169 MHmtdogy in mass market meters, as an alternatieedpoint to
point” technology, thanks to the effective colladiion of several municipalities that have joined itiative by
providing sites for the installation of equipmeot the reception of metering data (concentrators).

Regarding the activities of extension and enhano¢wiedistribution networks and plants, over 62 &fmetwork. All
the design and project management activities ferctimstruction of distribution networks and systevase performed
by internal resources.

During the year, we performed extraordinary maiate® interventions, which had been planned to oveecthe
gradual obsolescence of the plants and improvérmsmission capacity of the networks. At the magatuction and
measurement stations, we have also completed tadivdaimed at enhancing the efficiency of distiitntnetworks
with the substitution of more than 50 obsolete otidn groups.

In 2015 as well, the schedule of operation and temance activities was respected, and performedsilaxclusively
by internal staff, only minimally using third-partpmpanies.

In 2015, the emergency service carried out ove®® jaterventions with times of arrival largely lowthan the 60

minutes envisaged by the AEEGSI resolution.

In 2015, 85% of the distribution network was ingpelcto reduce the risks deriving from uncontroligsds leakages
caused by damage to the plants. The activity choig¢ was mainly performed by internal resourcagydly meets the

minimum standards required by the AEEGSI and refléee particular attention paid to the issue ofise security

ASM DG S.r.l.

ASM DG S.r.I. manages the gas distribution netwiarkhe municipality of Rovigo thanks to the usensdnagement
tools and procedure made available by the Paremip@oy Ascopiave S.p.A. Important synergies with Bagent
Company Ascopiave S.p.A and the other companigkeofGroup, are implemented in all administrativel gechnical
activities, as well as in those regarding procesdrol and HR management.

The management of a call-centre service for emeigsns entrusted by all the companies of the Asc@pgroup to
one single company at the same contractual conditiovith a clear and positive economic outcome madagement

uniformity. Emergency activities, essential for tb&fe operation of gas distribution systems, areaged with the
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parent company, which has allowed us to bettersasbe most critical or dangerous situations.

Activities concerning design, estimate calculatiosm project management for the implementation of distribution

systems are carried out centrally upon requestrivhfe customers or by the public administratiom.2016, the
investments for the maintenance of distributionwaek were significant: many segments of obsolety métwork were
replaced and more than 300 outdated or deteriocatedections were rebuilt

The activity of maintenance of the distributionwetk and of the plants in order to maintain profesels of safety,
quality and continuity in the service, is partlyrfioemed through the intervention of internal pemseinand partly using
other companies

The indicators of safety (time of arrival at theg@ of call for the emergency service, programmegaction of the
network and measurement of the level of odoriziagll continuity (service interruptions) have beenintamed

efficiently under control, with respect of the @ation of service prefixed by the AEEG.

In 2016, the corporate emergency department, ogén 365 days a year, which can be reached thrauggdicated
toll-free number, performed its interventions; #reval time was largely lower than 60 minutes.

During the year, inspections of the distributionwark were carried out, with the aim of reducingkd coming from
the uncontrolled leaks of gas due to deterioratiodamage to the systems. All the leaks detected vapaired within
the standards deadlines set by the Authority. THepdction programme implemented in 2015 was evectest

compared to the requirements of the AEEG, thusrlglethowing the commitment and attention paid by R&ti Gas

S.r.l. to safety.

Proper odorization of the gas has been periodicaibnitored. All first stage gas pressure reducttations use
automatic injection systems that allow timely desa the odorization contents. Moreover, the chexk®dorization

amounted to at least twice as many as those pr¥aieby the Authority according to service starmt$ar

Interventions on meters, such as activations, teagiscancellations, reactivations after delayeghpent, to the service
of the sales company were carried out in compliamitie the standards specified by the company Ser@barter, and
in a lower time range than the one provided fotHgyAuthority.

As concerns the renewal of meters to conform toAR&EG’s standards as per resolution 155/08 andespukesit, in

2016, 12,676 metres were brought into compliarargely meeting the minimum percentages set by thhakity for

Electricity and Gas for the year. Overall, 2,57(aswement groups have been adjusted to resol®i08.

Edigas Esercizio Distribuzione Gas S.p.A.

Edigas Esercizio Distribuzione Gas S.p.A. (herearaEdigas DG S.p.A.) manages the gas distribudittivity in 27
municipalities in Lombardy, Piedmont and Liguria.

In 2016, the investments for the extension, empimgeasind maintenance of the distribution network eveignificant.
The investments in network extension were conctadrian the Municipality of Albenga, Sabbioneta afiderone (Bl),
serving the hamlets along the lake, and the netwa& extended with a motorway crossing in the Mipaiity of
Alice Castello, in order to remove piping on therpass.

During the year, more than 3.5 km of distributiostwork were installed, with interventions in 8 mipalities.
Moreover, some new stations for cathodic protectimre commissioned with related wells in Casteliccand
Tornata and the earthing system in Castellucch® nehuilt.

The company carries out the activity of maintenasicthe distribution network and of the plants ider to maintain
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proper levels of safety, quality and continuitytive service, partly through the intervention okemntal personnel and
partly using other companies.

On first stage decompression systems (so-calledlife.on final reduction groups (GRF) and on reduttand
measurement stations (GRM), preventive and couw@ctiaintenance activities required under the reiguis in force
are performed for the most part by personnel engapiut also by specialized third-party companies.

The indicators of safety (time of arrival at theg# of call for the emergency service, programmegéction of the
network and measurement of the level of odoriziewy) continuity (service interruptions) were maingai efficiently
under control, in full compliance with the obligati of service set by the AEEG Resolution. In 20thé, company’s
emergency intervention service, operative 365 daysar, 24/7, carried out its interventions andathigzal time was on
average largely less than 60 minutes.

In 2016 over 168 measurements of the level of adugi were made (with the gas chromatographic instntal
method) upon maximal and minimal period of supplyd all measurements were compliant with currechrtieal
regulations.

Interventions on meters, such as activations, teasiscancellations, reactivations after delayeghpnt, to the service
of the sales company were carried out in compliavite the required standards.

The average time for supply activation and deatitmehas been much lower than the maximum natistaaddard.

By means of AEEG's resolution no 155/08, Edigas 86.A. has continued its change and normalizataicy of the
new directives by installing or substituting 4 GZ® G10 with electronic meters and the substitutérG4s with

electronic meters has been initiated, with 94 ahitinits.

Unigas Distribuzione gas S.r.l.

In 2016, the investments for the extension, the cemgping and maintenance of distribution network endeen

significant. They involved 6.7 km, of distributioretwork, enhancing, renewals and new extensions.

Unigas Distribuzione S.r.l. performs maintenancivai@es on the distribution systems in order toimain adequate
safety levels, ensure quality and continuity ofvees, in part through the work of internal persdna@d in part using
third-party services.

On the first stage decompression systems (so-cd¥edVi.), on final reduction (GRF) and on reductiand

measurement stations (GRM), preventive and coueatnaintenance required under the regulations ioefare

performed for the most part by internal staff. Witle aim of controlling the correct operation odipts and of reducing
the probability of damage or malfunction, ordinanaintenance is carried out through operations egRmmed

Preventive Maintenance (MPP), i.e. partial or tatslhssembly of the apparatus, cleaning, contrahefcomponent
parts and replacement of the parts subjected to avehtear and of Functional Verification.

The indicators of safety (time of arrival at thewg@ of call for the emergency service, programmegaction of the
network and measurement of the level of odoriziagyl continuity (service interruptions) have beernintained

efficiently under control, in full compliance withe obligation of service set by the AEEG Resolutio

The company’s emergency intervention service candog¢acted by means of the dedicated free-phondeayractive

365 days a year, 24/7 and managed by Unigas Digidhe S.r.l. In 2016, 933 interventions were penied, and the
average arrival time was largely below the avetage set by the Authority (60 minutes). In totaé thalls received by
the call centre were 3,281 (in line with 3,283 fed previous year) of which 1,127 calls were handied 2,154 did not

concern reasons attributable to emergency inteiorent
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Over the course of 2016, inspection of approxinya®@% of the distribution network was carried awith the aim of
reducing risks coming from the uncontrolled losggaé due to deterioration or damage to the syst€hesinspection
program carried out exceeds the minimum standamisined by the AEEG for distribution systems, aethdnstrates
the attention paid by Unigas to the safety ofévies.

In particular, 119 Km of medium-pressure distribotnetwork and 447 Km of low-pressure distributiesiwork were
inspected, and 29 leakages were removed on therethand underground connections to users.

Proper odorization of the gas is monitored in tvesssons, one in summer and one in winter, via @ tharty that
carried out approximately 260 chromatographic asesy(the effective measure of odorization); all sneaments
suited the current technical regulations.

The activities carried out on the counting metsupplied exclusively by the accredited trading cames, are subject
to the specific standards identified in the Ser@tmrter and are the following: new activationangfers, cancellations,
reactivations.

The services supplied in 2015 are in line with ghesipplied in the previous years. The services warded out
pursuant to the standards identified in the corgoBsrvice Charter.

During the year, the adjustment of the G10 caliteters continued pursuant to 631/13 Resolutionjnistalling
equipment and systems with remote reading and dedicbattery powered modems.

As of 31December 2016, 56% of installed meters adesjuate. In the last months of 2016 G4 calibrersdtave also
been installed (475 units) pursuant to 631/13 Retiewls in order to reach the requirement of appnaxely 10,000

installed meters within 31 December 2018.
Ascopiave Group: management trend

In 2016, the volumes of natural gas distributedulgh the networks managed by the Group were 83illiémtu.m.of
which 801.7 million cu.m. by the fully consolidatedmpanies S (788.5 million cubic meters in 2015,78 increase),
146.7 million cu.m. by Unigas Distribuzione S.(144.9 million in previous year, a 1.2% increadd)e gas volumes
of the latter are proportional to the share inteogéshe company of which the Group owns a shatakip: 48.86%.
The distribution network, because of new extension8016 and considering the variations of managmutessions
portfolio, as at 31 December 2016 has an exterfioner 8,380 km (8,300 km in 2015)

Co-generation

In 2016, the co-generation activity of the Ascogidsroup S.p.A. was carried out by the ResearchDen@lopment
Department of Ascopiave S.p.A. in the first 6 mantli 2016 and by Veritas Energia S.p.A. in theoadchalf of the
year since on 30June 2016 the former transferred the cogeneratidbhmanagement plants to the letter. As far as the
activity of heat generation plants in co-generatgoconcerned, in 2016 four plants were managed.

The plant “Le Cime” in Mirano (VE) has not been rifdl and its remote heating network has not beeaaneled but
its saturation level of connected household custerhas increased from 85% to 93%. On the plantetilean on-
going leasing agreement.

The co-generation group has been operating atdplacity, working in winter to provide heating fmnnected clients
and in summer to supply the absorber to producéngpfor air conditioning of connected users.

The plant “Bella Mirano” in Mirano (VE) has registégl an increase in saturation for household clieotsected to the
network (from 113% to 115%). The saturation abo®@% is since, in addition to the original projent2014 two new
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condos were connected to the remote heating nefwanich did not belong to the initial project, babnnected
subsequent to a contribution, which fully covers tiosts, paid by the builders of the two new coridamms. The co-
generation group has been operating at full capaeitrking in winter to provide heating for connedtclients.

The saturation for the connected household cliefthe plant “Ca’ Tron” in Dolo (VE) has increas&éom 31% to

33%. It is however specified that as of today d096 of the new urban area envisaged in the agredmsrbeen built.
The co-generation group has been operating atdpihcity, working in winter to provide heating fmmnected clients.

The plant “Ponte Teresa” in Ponte Teresa (VA) did register significant variations in saturatiom fbe connected
household clients

The co-generation group has been operating atdipihcity, working in winter to provide heating fmmnected clients.

As far as the activities on thermal plants are eamed, in 2016 the Group managed some six plants.

Energetic efficiency and saving

As far as 2015 is concerned, Ascopiave S.p.A reckas communication by the GSE that stated thatah o 84,057
white certificates were required to be handed ihiwi31 May 2016. This obligation has been almasirely fulfilled.
During 2016 and specifically on 1 July 2016, Asemgi transferred the entire natural gas distributioanch to
Subsidiary AP reti gas S.p.A. All obligations redjag this have been passed on as well. Therefo2@16 AP reti gas
S.p.A. is required to hand in within May 2017 10£0EE as well as the residual balance of 2015.

As far as Unigas Distribuzione S.r.l. is concerribe, goal for 2015 was quantified by the GSE inl18, TEE, to be
handed in 61% by 31 May 2016. In 2016, the comgeaas/a 22,737 TEE obligation, to which the resicsdhnce of
2014 must be added, due for 31 May 2017.

Subscription, with the Municipalities involved, of a convention for the adoption of a shared proceduraimed at

the agreed quantification of the “Residual Industral Value” of the networks.

The regulatory amendments which have replaced et over the past years and in particular thislgtipn which
provided for the selection of the operator of tigribution service through the so-called “terrédrcalls for tenders”
tool, have led to, among other things, the needetermine the Residual Industrial Value (RIV) of fhlants owned by
the Operators.
Normally, in relation to this aspect, the concessigreements governed two “paradigmatic” situatioasnely:

» the early redemption (normally governed regardingd® Decree no. 2578/1925) and

» the reimbursement from the (natural) expiratiothef concession.
The eventuality of a “force of law” expiration, petling the effective date of the “contractual” eapion, (as a rule)

was not envisaged (and therefore governed) indheassion deeds.

Substantially, the case in question (earlier teatiim imposed by law) represents a “third categoiy’some ways
similar to the exercise of early redemption (fronhiah, however, it differs significantly for the lacof a will
independently formed to that effect by the Body)l am other ways similar to the expiration of thencession term

(which however has not expired).

At least until Ministerial Decree 226/2011, therera no legislative and/or regulations which prdygisiefined the

methods and criteria to determine the R.I.V. of fents and which could therefore complement thetrectual

Ascopiave Group— Annual Financial Report 2016 59



Ascopiave Group

clauses, often deficient.

Legislative Decree no. 164/2000 as well, until teeent amendment introduced in the first place Walkv Decree
145/2013, and then Law 9/2015, merely referreddgaRDecree 2578/1925 which, however, ratifiedniethod of the

industrial estimate without setting precise assessiparameters.

The situation illustrated above entailed the ndtess define specific agreements with the Munidifies aimed at
reaching a shared estimate of the R.1.V.. Justidendhat the lack of such agreements in the pastditen led to
administrative and civil/arbitral litigations.

The situation of the Municipalities partners of Addolding S.p.A. was even more peculiar in the eghsat, with the
latter, there is not a real concession deed indoial” form, but various deeds of assignment tonBanies (“Azienda
Speciale”, at the time). These deeds have ratifddhe same time, the continuation of the awardhef service

previously provided by the Bim Piave Consortium.

It is evident that, as deeds of assignment, a neglation concerning the purchase and/or the tetinn of the

management was not and could not be envisaged.

With the above-mentioned partner Municipalitiesc@giave has signedamnvention, which implied hiring a renowned
independent competent professional in order for toiretermine the fundamental criteria to applgatculate the RIV
of the gas distribution plants

The related negotiated procedure performed adogtiegriterion of the most economically advantagender ended
on 29" August 2011.

The experthas written a report on thé&tindamental criteria to calculate the RIV of thdural gas distribution plants
located in the Municipalities currently serviced Wgcopiave S.p.Awhich was approved on"? Dec. 2011 by
Ascopiave’s Board of Directors and then by all @zal Bodies by City Council Resolution.

In 2013 Ascopiave submitted the state of consistamad the appreciation of the plants determinedyampthe criteria
set in the Report, offering at the same time ithimgness to perform the cross-examination with khenicipalities,
aimed at analysing the documents.

To date, following the outcome of the technicalssr@xamination, 86 Municipalities (unchanged sidteDecember
2015) have approved the residual value.

As part of the above process, the reciprocal miatmostly connected to the management of thecgewére governed
as well, since both the payment of “one-off” amau(®010 — signature of supplementary deeds) foo Bu869, and
(since 2011) real fees for variable amounts andlemputhe differenceif positive, between 30% of the "restriction on
revenues" recognized by the tariff regulatiomd the amount already received by the Municipagif as a dividend in

2009(financial statements 2008) are envisaged.

In particular:
+ Euro 3,869 thousand in 2010;
* Euro 4,993 thousand in 2011;
*  Euro 5,253 thousand in 2012;
*  Euro 5,585 thousand in 2013;
* Euro 5,268 thousand in 2014;
* Euro 5,258 thousand in 2015.
* Euro 5,079 thousand in 2016
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were paid for a total amount of Euro 35,305 thodsan

During 2016, Ascopiave S.p.A. made available to Mhenicipalities belonging to the Minimum TerritokiAreas of

Treviso 2 - Nord and Venezia 2 — Entroterra and eferOrientale (69 municipalities out of 92), an atedof the
valuations of the plants as of 31 December 2014agplying the valuation criteria agreed upon andolyviding a

calculation of the assessment of private contrim#tito be deducted from the residual industrialergdursuant to Law
9/2014.

Tender station for the Territorial Areas of NortheViso and Venice 2 — Ground and Eastern VenetbteeAEEGSI

the estimates for the reimbursements of some Mpalities, to allow for the verifications set fotbly the regulations.

Litigations

CATEGORY | — ADMINISTRATIVE LITIGATIONS

As of 31 December 2016, as far as concessionoammed, no administrative litigations are pending

CATEGORY Il — LITIGATIONS ON THE VALUE OF PLANTS CIVIL LAW

As of 31 December 2016, the following are pending:

MUNICIPALITY OF COSTABISSARA:

An arbitration is pending before the Court of AplpeaVenice for the establishment of the industriggidual value of
the distribution plants (delivered in to the nevedor during FY 2011). The Municipality, by a de®eatified on 12th
December 2015, appealed the Award dated 25th-2Gthh B015. At the hearing held on 19th May 2016, Guairt
scheduled the pre-trial hearing for 7th March 2008 Arbitration Commission ordered the Municipalkib pay the
sum of Euro 3,473 thousand, in addition to theretts at the date of filing the Award. In the savteasure the costs of
the procedure were quantified in Euro 210 thousghas VAT, Lawyers’ social security fund and oveals), two-
thirds of which under the scope of the Municipadityd one third under the scope of Ascopiave S.ph&. Award was
declared enforceable by the Court of Vicenza onJuti 2015.

CATEGORY Il — LITIGATIONS ON THE VALUE OF PLANTS -ARBITRATIONS

As of 31 December 2016, the following are pending:

MUNICIPALITY OF CREAZZO:

An Arbitration is pending before the Civil Court \gfcenza between Ascopiave and the MunicipalitCoéazzo for the
establishment of the industrial residual value hef distribution plants (delivered in 2005 to thevneperator). The
Appeal Court of Venice, with Sentence no. 2178Hdgepted the appeal of the Municipality, confirmthg validity
and applicability of the arbitration clause settian the convention and thus overruling the fitegree sentence dated
25th August 2014, with which the Judge had condehthe Municipality to the payment of Euro 1,678uband.

With a conservative approach aimed at avoidingett@ry subsequent to Judgment 2178, on 11th Decebildes,
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Ascopiave S.p.A. gave a Notification of Litigatitmstart the Arbitration procedure.

The Parties are currently negotiating a settlermanAugust of this year the parties gathered togetb find a possible
settlement to the litigation.

Following a meeting at the start of August (witle thssistance of Experts and Lawyers) a meetinghetswith the

company directors and the Major of the town. A meamdum agreement was drafted that is currentlygopérfected.

MUNICIPALITY OF SANTORSO:

An arbitration is pending between Ascopiave S.mAd the Municipality of Santorso for the establigiminof the
residual industrial value of the distribution plarftielivered in 2007 to the new operator). Thet sihthe procedure
was necessary because of the Judgment dated 4ten®ep 2013 by which the Judge declared that thertQuf
Vicenza has no jurisdiction for the validity of thebitral clause set forth in the original Agreeme\oting the failure
of attempts to amicable settlement, on 12th Noven2®4.3, Ascopiave S.p.A. served the litigation oetivith the
appointment of the party Arbitrator. The Municipgli by resolution dated 26th November 2013, apgainits
Arbitrator. By decision of the President of the @oaf Vicenza dated 31 January 2014 (taken upomasinby
Ascopiave) the third Arbitrator and the Chairmantleé Panel were appointed. The Municipality hastested this
procedure (also set forth in the concession agregnsepporting the applicability of the new law @&t2012 which,
amending the Public Contracts Code, introducedcali@® regulation with respect to the arbitratiomgeedings with
the Public Bodies which envisages, among othergthirthe appointment of the third Arbitrator by tGeurt of
Arbitration of AVCP (Authority for the Supervisiasf Public Contracts for works, services and sugplie

With a partial award dated 10th January 2015, #reePconfirmed the legitimacy of its constitutiomdatherefore the
full legitimacy to proceed.

With order dated 27th February 2015, the Panehiséhvestigation by a court-appointed expert t@ideine the value
of the plants. The court-appointed expert witness $ubmitted his report within the deadline (30tvé&mber 2015).
The report has been strongly contested in detahéyefendant’s expert and Ascopiave’s attorney.

At the hearing held on 21st December 2015, theelPgave the Parties a time limit for filing a defen(1st February
2016) to respond to the respective notes filedndutihe hearing, relating to the expert’s reporteppred by the court
appointed expert witness. In view of the aforesdidllenges and the subsequent applications filethéyParties, the
Panel has allowed the latter to consult the coppanted expert witness on 10th March 2016. ThesPlaas therefore
decided that the court appointed expert witnesd sldaress the questions filed within 29th April180 Ascopiave
S.p.A. has filed its questions within the deadliAg.the hearing held on 27th June 2016, the Pasiabéshed the
deadlines within which the Parties can state tbkaiims and subsequently any responses, within 24gtember 2016
and 11th October 2016 respectively.

Finally, in a subsequent hearing, the Panel regqdest know if the Court-appointed Expert had agptiee Ministerial
Decree 226/2011 provisions as amended by the MinastDecree 106/2015.

CATEGORIA IV — CONTENZIOSI AMMINISTRATIVI — NON REIATIVI A CONCESSIONI

As of 31 December 2016, the following litigatiorre pending:

With appeal to the Regional Administrative CourtLafmbardy Milan (filed before the above-mentionedigment of

the Italian Council of State), Resolution 241/204&s contested as well. The main reasons are: daitbuenvisage a
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compensation for the default service interventiomprogress; the provisions concerning delay peaslr failure to
implement power failure to be paid by the distrdyugven if the delay or the failure to implemenpeied on causes not
attributable to the distributor. Finally, in contiea with previous appeals, the “motivation” givemthe provision was
contested: according to the AEEGSI, this motivatoity derives from the need to obviate a sort n€6impetence” of
the distributors.

AEEGSI further intervened on the matter, with Ratiohs 533/2013 and 84/2014. On 21 January 2014ppral was
filed against Resolution 533/2013 before the Resfiohdministrative Court of Lombardy Milan. The reas are
similar to those that led to appeal Resolution 2@13.

In early-March 2015, it was disclosed that, witdgments no. 593 and 594/2015, the Regional Adméaiige Court
rejected the appeals of 2i Rete Gas S.p.A. angasahgainst the same resolutions 241/2013 and GBR/2

Our interest in the judgment has somewhat dimimishecause the regulatory environment has been yrdfp
changed by the subsequent numerous legislativeuresaand there is therefore a need to evaluate jithgments with

respect to the proceeding brought by other compganithe sector.

GUIDELINES — MINISTERIAL DECREE 22ND MAY 2014

An appeal to the Regional Administrative Court aftium — Rome against the Minister of Economic Depeient for
the cancellation of Ministerial Decree dated 22néyM2014 concerning the introduction of Guidelines the
determination of the residual industrial value. g&st of the same proceedings, the issues of cotistial legitimacy
and/or preliminary ruling as concerns Law 9 and @fl8014, in the section which has modified art, géaragraph 5 of
Legislative Decree 164/2000 (retrospective deductib private contributions and time limit of agresms' validity)
were raised.

On 1st October 2015, Ascopiave filed an appealrsgdilinisterial Decree no. 106 dated 20th May 284 5vell, with
“additional grounds” with respect to the main agp&de Ministerial Decree, in fact, at least as & art. 5 is
concerned, essentially introduces the regulaticdh@Guidelines into Ministerial Decree 226/2011.

Subsequent to the outcome of the hearing dated&8ih2016, the judgment was delivered.

With Judgment no. 10341 dated 17th October 20 6R#gional Administrative Court of Latium rejectbe appeal
with additional grounds and barred the main apfreat further proceedings.

On 16 January 2017, the Company filed an appeahsighis sentence.

AEEGSI Resolutions ARG/gas 310/2014 and ARG/gag2014

An appeal to the Regional Administrative Court afnibardy — Milan against the AEEGSI, for the caratadh of the
Resolutions ARG/gas 310 and 414/2014 related tartbthods for assessing the RAB RIV delta, purstmmtrt. 15,
paragraph 5 of Legislative Decree 164/2000 (curtext) when the difference is higher than 10%. atedthere are no

further procedural steps

AEEGSI Resolution ARG/gas 367/2014

An appeal to the Regional Administrative Court afnhbardy — Milan against the AEEGSI, for the caratadh of
Resolution ARG/gas 367/2014 related to the mettiodsecognizing the value of the RAB RIV delta imetsection
which envisages different regulations for incumbémb reimbursement) and non-incumbent (full reinsieanent)
winners of the Territorial tender. With Judgment. 2221/2015 filed on 19th October 2015, the Rediona
Administrative Court, confirming the previous (aldy reported) Judgment 1396/2015, rejected theahppscopiave
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is currently assessing if an Appeal is appropriate.
As far as the most impactful aspects are concertiedJudgment has recognized the legitimacy ofagenmetric
regulatory solution adopted by AEEGSI, accordingwioich for each municipal installation, the locadtrinvested
capital (RAB), recognized to the winner of the iterfal tender, will be equal to:
* The reimbursement value of the above-mentionedaliaibn, when the new operator differs from the
outgoing operator;
* The amount currently recognized by virtue of therent municipal concession, if the new operatoncioies
with the outgoing operator.
The asymmetric regulatory solution shall only apiolythe duration of the first territorial concemsi
On 18" January 2016 Ascopiave appealed to this Sentence.
On 8 February 2016, the State Council scheduledptherial hearing for 31 March 2016. During theatieg, the
lawyers of the company requested that the triatihgde scheduled as soon as possible (the aifveqgdre-trial hearing
was to quicken the proceeding as much as possikie)Council of State scheduled the hearing foN@dember 2016.

The Sentence is pending.

CONTESTATION OF PASUBIO GROUP S.P.A. CONTRACT DOCEMTS:

2i Rete Gas S.p.A. filed an appeal before the Regigdministrative Court of Veneto against the ToefrSchio and

Ascopiave S.p.A. (notified on 10th October 201@mdnding annulation, subject to protective ordaefrthe temporary
award of the tender to Ascopiave S.p.A., or thé foaltenders and all subsequent acts, requestiagthe tender be
awarded to the appellant or, subordinately, belkghed.

The Administrative Court of Veneto (hearing datefll®&ember 2016) overruled the protective order birR&e Gas

S.p.A. The claimant then filed a claim to the Cduwé State. The C.0.S. overruled the request fairmle-judge

solution and opted for a full Council sentence. Tikaring is scheduled for 3 February 2017.

CATEGORY V —CIVIL LITIGATIONS — NOT CONCERNING CONESSIONS
As of 31 December 2016, the following are pending:

ASCOPIAVE — UNIT B:

A civil judgment before the Court of Treviso (RG4392013) following the pre-trial technical investigpn, which
ended with the report of the Expert witness (apigaifby the Court), and started by Ascopiave S.puhit of summons
dated 22nd August 2013) in order to obtain comp@nsdor damages to the entrance floor of the "UBlit against:
Bandiera Architetti S.r.l. (Designers), Mr. Mari@Bazzon (Contract Manager) and Mr. R. PaccagheNari Speciali
S.r.l. (Contractor).

The compensation request refers to an assessmattdnofige between approximately Euro 127 thousangefEx
witness estimate for full restoration) and Euro #@@usand (estimate of a Third-party firm for foihkeover).

All the Parties regularly appeared before the Court

The Court, by Order dated 22nd December 2014, dddite complete renewal of the expert witness hagrdointing
an assessor. The appointment was confirmed inehdryg held on 13th March 2015. Ascopiave S.p.A. d@pointed
its own expert.

Based on the findings contained in the technigabrrie on 29th March 2016 an attempt was made tchreattiement in

court, during which the company requested, in aallito the amount determined by the Court-appoiriegert
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witness, the reimbursement of the costs incurredtduhe litigation. The attempt failed basicalpchuse an agreement
was not reached regarding the subdivision of thewarhbetween the debtors.

On 10th June 2016, the Judge, deciding on the,issheduled plea trial hearing for 26th January720he decision is
still pending.

ASCOPIAVE - SIDERA/FAJ COMPONENTS:

A civil lawsuit (possession action) before the GafrTreviso (RG 7655/2015), filed by Ascopiave .B.pagainst the
companies Sidera and Faj Components, subsequehetoonstruction, by Sidera and Faj Componentsa oew
technological building (replacing a former silodcated south of Ascopiave S.p.A. property, whicksdaot comply
with the minimum distances and the previous traisacexisting between the Parties. Aspects condegtih
personnel and facility safety are also contestée. Judge has appointed an Expert Witness.

In the meantime, a discussion also solicited bycthat-appointed Expert Witness has been initiaiestder to reach a
settlement. To this end, a draft agreement has pesgpared, not formalized yet due to the absencanofdequate
insurance guarantee in favour of Ascopiave S.p.A.

The experts’ activities ended on 11th July 2016.

The Court-appointed Expert Witness filed his report30th September 2016. The subsequent hearingeld®n 17th
October 2016.

During the 18 November hearing, the Judge unexpectedly requesteniv Expert Report as the Report of the Court-

appointed Expert Witness was considered insufficida appointed a new Expert Witness for the Report

FORCED ENTRY — DEFAULT SERVICE
Pursuant to the regulation obligation (specificalbout Art. 40.2 letter A of the Integrated Text fioe Sale of Gas), the
company may, pursuant to Art. 700 of the Civil Rrdaral Code, obtain forced entry to private propartorder to
disconnect utilities (when the meter is located frivate property) of Default Service clients thed in default.
Appeals are made against final customers (orwtikiers).
For this purpose (and to meet provisions of thaulegns), the company has created a managemeoéguiee that
starts with the activation of the SDD and ends wtgltlosure (for any reason) of the SDD.
The procedure also envisages to close any conspwea ordinary methods, collection of informatiargthering of
previous date and/or efforts to contact the invdlfinal customers, notification of delays, past dadifications and, if
all of the above prove unsuccessful, the opening joidicial procedure, normally as an urgent appessuant to Art.
700 of the Civil Procedural Code.
For this purpose, Ascopiave S.p.A. appointed tortty Sernaglia with a power of attorney (limitedurgent appeals
and their execution), formalized on 12 January 28 renewed by AP Reti Gas S.p.A. on 27 July 2016.
Other distribution companies of the Group have @gw@ the same solution (ASM DG, now AP Reti Gasrigo,
Edigas and Unigas).
The average cost of each appeal (assuming thaipibeal is accepted in its first presentation) camadsessed between
Euro 2,500 and 3,500, net of internal fees. Thesgsare partially reimbursed by the tariffs (ugtmaximum of Euro
5,000).
Current, for Ascopiave / AP Reti Gas the followang pending:

e Two cases are currently open (they have been sé¢hetLegal Office and await filing);

« Two cases have been filed (their hearing have bele@duled and/or have already happened);
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< 13 cases have been initiated (their appeals ang loeafted and sent to the Legal Office);

e Three cases have been suspended (for various s2ason

e 114 cases have been completed (in various stages);
As of 31 December 2016, the total legal fees (iicig fiscal obligations) for Ascopiave / AP Reti &G the Legal
Office amount to approximately Euro 120 thousandr Ehe other companies of the Group these costsuaimo

approximately to Euro 70,000 (including Unigas spst

Relations with the Agenzia delle Entrate (Inland Revenue Agency)
During 2008, the company Ascopiave S.p.A. was stligetax audit by the Inland Revenue Office Follogvthe audit,

a report on findings with observations on the iedirand direct taxes was issued. During the mohtluly 2008, the
local Internal Revenue Office issued a notice skasment regarding the contents of the reportnoliiniys.

The company, on"5February 2010, filed an appeal in the Provinciak Tommission in addition pay the sum of Euro
243 thousand following application to its pendinggment.

On 30 September 2010, the Provincial Tax Commission ddviso delivered judgment 131/03/10 filed on"14
December 2010 upheld the action and recognizingithper conduct tax adopted by the company.

Subsequently, the Inland Revenue Office has apgpead@inst the first instance judgment issued byRhavincial
Commission of Treviso.

On 24" September 2012, the Regional Tax Commission istheduling no. 109/30/12, filed on 2@ecember 2012
which dismissed the appeal filed by the Revenueldiing the judgment of first instance.

On 26th June 2013, the company Ascopiave S.p.A.ngtdBed about the appeal in Cassazione (Cou@adsation) by
the Inland Revenue Agency and joined proceedingsius® of the result of previous judgments. Thecthrs,
encouraged by the opinion of the professionals wted, are confident about a positive result oflitigation.
Regarding other outstanding litigations with thiahd Revenue Service, it is noted that some clairapending with
local tax agencies related to the silent / exprefisal to reimburse the additional IRES tax (sikledaRobin Tax)

Since 2008 Ascopiave S.p.A. was subjected to thigiadal IRES tax as set forth by Art. 81 of Lawddee 112/2008.
Subsequently the Constitutional Court in 2015 dedahat said tax would be unconstitutional. In teke of said
sentence, the companies requested the reimburseifridiet unwarranted tax that had been paid.

The tax authorities did not reply and by doing Iseyt effectively denied the reimbursement. Curresdlyeral claims
have been filed based on a retroactive interpretatif said sentence, the legitimacy of which wasficmed by a
Constitutional Law Attorney. Possible results ofdselaims are completely unpredictable, as theasustent of the
claim would cause a massive financial burden ferdhtire country. As far as the expected time sblgion of this
litigation, no temporary framework can be provided, these claims have been filed to various localts with
different response times. As of today, only theegpf Pasubio Servizi has been discussed in c8orhe hearings

have already been scheduled while others argstildiing.

Territorial areas
In 2011, the issuance of several ministerial decfagher defined the regulatory framework of tieeter, regarding in
particular the territorial calls for tenders.

Specifically:
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1) the Decree dated 9anuary 2011 issued by the Ministry for economev@&opment in agreement with the Ministry
for the Relationship with Regions and Territoriah@sion, the territorial areas for issuing callsténders to entrust
the gas distribution service were identified; withbsequent Decree dated"1Becember 2011, the municipalities
belonging to each territorial area were also idienti(the so-called Territorial Areas Decree);

2) the Decree issued by the Ministry for Econom@v&opment and the Ministry of Employment and Sdedaicies

on 2% April 2011 contained provisions ruling the soa@#flects connected to the assignment of the nevdigagbution
concessions, thus implementing paragraph 6 oParbf Legislative Decree no. 164 issued off 88y 2000 (the so-
called Workforce Protection Decree);

3) with the Decree issued by the Ministry for Ecomio Development on 12 November 2011, the regulations
concerning the criteria to be applied to callstéorders and the evaluation of the offer for assigithe gas distribution
service was approved (the so-called Decree foefait

The issuance of ministerial decrees played a majerin giving certainty to the competitive envirnant within which
operators will move in the coming years, thus lgyihe foundations for allowing the process of madgening - that
started with the implementation of European dikagi- to produce the benefits hoped for.

The Ascopiave Group - as indeed many other operatoas substantially appreciated the new regyldtamework,
believing that it can create important opportusitid investment and development for medium-sizedifigd

operators, rationalizing the offer.

At the end of 2013, the Government issued Law De@®8/12/2013, no. 145, making changes to the ramyla
framework regarding the determination of the reirsbment value of the plants due to the outgoingaipeat the end
of the so-called “Transitional Period”. The Decnwas converted with amendments into Law no. 9 / 20dich
substantially changed the original provisions & Brecree on that aspect.

The conversion into Law of the Decree (Law no.ZD14) has made substantial changes to Article 15egfslative
Decree no. 164/2000, providing that the new opesasball pay a reimbursement to the holders ofgassents and
concessions existing in the transitional periodcudated in compliance with the provisions of thgreements or
contracts and, even if not inferable by the will tbb Parties and for aspects which are not envisagethose
agreements or contracts, based on guidelines aatipg criteria and methods for the assessmertteofdimbursement
value as per article 4, paragraph 6, of Law Dedated 21 June 2013, no. 69, converted, with amendments,awy L
dated ' August 2013, no. 98. In any case, private contidms related to local assets (assessed pursuatfieto
methodology of tariff regulation in force) must 8educted from the reimbursement value. If the reirsdment value
is higher than 10% of the value of local assetsutated as per tariff regulation, net of public italpcontributions and
of private ones for local fixed assets, the grantiocal body submits the related evaluations datailthe
reimbursement value to the Authority for Electyiciind Gas and Water Supply System so that it carheeked before
publishing the invitation to tender.

In addition, Law no. 9 / 2014 has established thatdeadlines envisaged in paragraph 3 of artiadé daw Decree
dated 21 June 2013, no. 69, converted, with amendmentsalydated 8 August 2013, no. 98, are extended by four
months and that the deadlines illustrated in Attaeht 1 to the regulations of the Minister for Ecomp Development
Decree dated 12November 2011, no. 226 (so-called “Decree foreZidt), related to dispositions contained in the
third grouping of Attachment 1 itself, and the dess illustrated in article 3 of the regulatioase extended by four
months.

On 6" June 2014 the Decree of the Minister of Economéwvdlopment dated #2May 2014 was published in the

Official Gazette, which approved the “Guidelines foiteria and application procedures for the assest of the
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reimbursement value of natural gas distributionmoeks” pursuant to Article 4, paragraph 6, of Lawdbee no. 69 /
2013, converted with amendments by Law no. 98 32&d article 1, paragraph 16, of Law Decree n&. 12013,
converted with amendments into Law no. 9 / 2014skant to Law no. 9 / 2014, the “Guidelines forteia and
application procedures for the assessment of tineresement value of natural gas distribution neksddefine the
criteria to be applied to the valuation of reimmment of facilities in order to integrate thoseex$p that are not

already provided for in the agreements or contratswhat cannot be deduced from the will of theigs

The “Guideline3 feature several critical issues not only as camedhe resulting valuations, but also in terms of
application scope, extremely extended by the Mipjgb the extent that all the agreements regarthiegvaluations of
the facilities entered into by the operators arel Municipalities after 12 February 2012 (date of entry into force of
Ministerial Decree 226/2011) are believed to béfantive.

Furthermore, these Guidelines contrast with thevipions of art. 5 of Ministerial Decree 226/2014eif. This is in
non-compliance with the provision of law which msféo art. 4, paragraph 6 of Law Decree 69/2013chyhin turn,
makes explicit reference to Article 5 of Ministérizecree 226/2011.

Considering such illegitimacies, Ascopiave S.p.As lappealed the Ministerial Decree dated Ithy 2014 (and as a
consequence the Guidelines) before the adminigraburt (Regional Administrative Court of Latiunf)s part of the
said proceedings, the issue of constitutionalilegity and/or preliminary ruling was raised relatiaghe interpretation

(mainly retrospective) of the new rules on the a¢idn of private contributions set forth by Law 912,

Lastly, by Resolution 310/2014/R/gas - “Provisidoisdetermining the reimbursement value of natges distribution
networks”, published on 37June 2014, the Authority for Electricity, Gas awWdater approved provisions for
determining the reimbursement value of the gagikigton networks, implementing the provisions oftiéle 1,
paragraph 16 of Law Decree dated“2Becember 2013, no. 145, converted with amendmentsaw dated 2%
February 2014, no. 9.

That provision states that the granting Local Autlyashall send the Authority the verification dagents containing a

detailed calculation of the reimbursement value/{Rif this value is 10% higher than the local RAB.

The Authority performs the checks set forth in &lgil, paragraph 16 of Law Decree no. 145/13 wiglirdays from
the date of receipt of the documentation by the livey entities, ensuring priority based on the diead for the

publication of the calls for tenders.

With Law no. 116/2014, dated #August 2014 (converted with amendments to lawee@4' June 2014 no. 91) the
Legislator has envisaged a further extension ofllitess for the publication of invitations to tend8pecifically, for the
areas belonging to the first group referred to méx 1 of Ministerial Decree 226/2011, the timeilimas extended by
eight months; for the areas belonging to the secthidl and fourth groups the deadline was postgdnesix months
and lastly for the areas of the fifth and sixthugre the extension is four months.

However, these postponements do not apply to thosas which, although they belong to the first grigups, are
affected by earthquakes, because over 15% of thedivery points are in the municipalities affectsdthe earthquakes
of 20" and 24' May 2012, in compliance with the annex to the Beasf the Minister of economy and finance dat®d 1
June 2012.

The same law, further amending Article 15, paralgrapof Legislative Decree 2000, has finally deteri that the
redemption value is to be calculated in complianith the provisions of the agreements or contrgmtsyided that the
latter were entered into before the date of emtry force of Ministerial Decree dated"LRovember 2011 no. 226, that

is to say before I2February 2012, thus affirming the principle ofroeictive application of the Guidelines, which had
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already been appealed during the court action agtiie Guidelines.

On 14" July 2015, the Decree of the Minister of Econoiievelopment and the Minister of Regional Affairsdan
Autonomies no. 106 dated ®May 2015 was published in the Official Gazette,earing the decree dated ™2
November 2011 no. 226 regarding the tender criferiawarding the gas distribution service.

The most significant changes include:

1) the provisions concerning the value of the reimémmsnt of the plants to be applied in case of alesehc
specific agreements between the parties occurriedebthe entry into force of Decree no. 226/201hicl
include to a large extent the provisions of the itiglines”.

2) a higher maximum threshold for the amount of theuah payments that may be offered in tenders talloc
authorities. This threshold, previously equal to 82the portion of the restriction on tariff revessuto cover
the local capital costs, has been brought to 10%;

3) the treatment of several important technical ammhemic aspects related to the tendered energyeaftiy
investments, concerning the value of the amounietpaid to local authorities and the paymentot@cthe
costs of the operator which implements the intetivas and gains the related energy efficiency fieates.

Finally, the conversion into Law of the so-callddetreto Mille Proroghe” (Law no. 21 dated 25/02/@0f@rovides for
a further extension of the deadlines for the puatbian of invitations to tender. Specifically, fdret areas belonging to
the first group as described in Annex 1 of MinigteDecree 226/2011, the deadline is further pastpdoy 12 months;
for the areas belonging to the second group, bsnadths; for those belonging to the third, fourthd difth group, by
13 months; for the areas belonging to the sixth sswkenth grouping, 9 months; 5 months for the aoédke eighth
group. The same regulation establishes the deadlifignin which the Regions, or, as a last resdw, Ministry of
Economic Development, should intervene, and repb@lenalties previously incurred by the Munidiped for the
delay. In 2015, several tenders were publishethimaward of the service with Territorial procedivany of them did
In the two-year period 2015 — 2016, several tenderse published for the award of the service witkrriforial
procedure. Many of them did not follow the procedurequired by law, which envisages, among othirgshthe prior
examination by the Authority of the reimbursementoants of the plants due to outgoing operators elé as the
review of the invitation to tender's overall cortemd annexes before publication. Moreover, mo#is @ae also
inconsistent, even significantly, with the instioas contained in the ministerial regulations, alsgarding the criteria
for evaluating bids; according to the current ragjohs, such inconsistencies should be specifigalyified by the
Awarding Entities.

In this context, the standardization of the terlecess envisaged by the law is encountering seddficulties, to the
extent that the procedures may freeze due to artiEgation.

The only tender that has been issued so far ishfoetMinimum Territory Area of Milan 1. City and sgs of Milan
(February 2017). The terms to present the offeelepired.

The Municipality of Belluno, tender station of th&inimum Territory Area of Belluno, followed the eaucratic

procedures and published a tender in December A0iSterms to present the offer are within 30 ROiEY.
Distribution of dividends
On 28 April 2016, the Shareholders’ Meeting apptbtiee yearly statement and decided the distributiodividends

for an amount equal to Euro 0.15 per share withiddivd date on 9 May 2016, record date on 10 May628d
payment on 11 May 2016.
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Own shares
Pursuant to Article 40, Legislative Decree 127 2a$ of 31 December 2016, the value of own shaeds thy the
company is equal to Euro 17,521 thousand (Euro2ll7tbousand as of 31 December 2015), as can bersdem Net

Equity variations.

Outlook for the Year

As far as the gas distribution activities are coned, in 2017 the Group will continue its normakogtions and service
management and perform preparatory activities Hier ihvitations to tender. The Group will also papéate in the
tenders invited, if any, for the award of the Minim Territorial Areas in which it is interested. Mdgdunicipalities
currently managed by the Ascopiave Group belonglitdimum Territorial Areas for which the maximum diiae to
issue the call for tenders exceeds 31 December. 20dwever, since tender authorities may anticigaéemaximum
terms stated in the regulations, it is possiblé steme Municipalities may be interested in tenddrsady in 2017. If
this should be the case, however, even with noaicdies concerning the required time for the asaigm, it is
reasonable to assume that, for the first callédoders, possible transfers of management to patemiv operators may
be executed only after the end of 2017.

The consolidation perimeter of the Group is notemtpd to change compared to the current outloakphpossible
positive evolution of the aggregation of Pasubioux.

As far as the economic results are concernednibtied how the tariff regulation of 2017 has algelbden decided and
will basically remain in line with that of 2016.

Concerning energy efficiency obligations, it is embthow currently there are not obligations to tisridbutors for the
2017 -2020 period. Furthermore, the volatility nicps of energetic efficiency certificates durihg tyear shall continue
in 2017 as well, and therefore it is not possitdeassess correctly the economic effects. Theretbie,positive
economic margin of 2017 (Euro +0.4 million) mayww®btainable in 2107.

As far as gas sale is concerned, it is even mdfeuwdt to forecast result trends, also due to tmpact of weather
conditions, which significantly affect gas consuropt However, for the time being there is no reasobelieve that in
the near future there will be considerable variaim business profitability conditions, despite tompetitive pressure
in the retail market and the expected impact otainéf measures defined by AEEGSI for the protdatearket.

. Clearly the positive effects of the compensatithe APR mechanism for Euro 11.1 million may hetreplicated
in the future.

About electricity sales, the fiscal year 2017 coztaifirm 2016 results.

However, these results could be influenced, in tamdito the possible tariff provisions by the Ethaity, Gas and
Water System Authority (AEEGSI) — currently unfazeable — also by the evolution of the more germvaipetitive
context, as well as by the Group's procurementegjya

The actual results of 2016 could differ comparethtzse announced depending on various factors ashevigch: the
evolution of supply and demand and gas prices,atteial operational performance, the general maoraeuic
conditions, the impact of regulations in the eneaiggl environmental fields, success in the developr@ued application

of new technologies, the changes in stakeholdez@afpions and other changes to business conditions
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Goals and policies of the group and risk descriptio

Credit and liquidity risk

The main financial instruments in use by our Graup represented by trade payables and receivdigjeislity, bank
debt and other forms of financing. It is maintainkdt the Group is not exposed to credit risks tgrethan the product
sector average, considering the numerous custoamerdhe low physical risk in the service of gaswéey. To keep
residual credit risks under control, there is iy aase a fund for the devaluation of credit eqoapproximately 10.7%
(14.6% as of 31 December 2015) of the total grosditof third parties. Significant commercial opgons take place
in Italy.

Regarding the company financial management, theirastnators consider it appropriate to generateashcflow
suitable for covering its needs.

The main payment obligations opened as of 31 Deee2®l6 are associated with contracts for nataslsyipply
Risks relating to bids for the award of new concessns for the distribution of gas

As of 31 December 2016, the Ascopiave Group holg®rifolio of 208 (208 as of 31 December 2015) ratgas
distribution concessions located throughout thentrgu In compliance with the regulations in forcevgrning the
concessions held by the company, the calls foraentbr the new awards of the gas distribution iserwill be no
longer announced for every single Municipality xiclusively for the territorial areas determined¢hwMinisterial
Decrees dated Y9lanuary 2011 and £8ctober 2011, and pursuant to the deadlines ifitesd in Annex 1 attached to
the Ministerial Decree on tender criteria and bidessment standards, issued ofi MBvember 2011. With new
tenders being launched, Ascopiave S.p.A. may nalide to obtain one or more new concessions, oolitd obtain
them at less advantageous conditions than thertwnres, with possible negative impacts on the atper activity and
the economic, equity and financial situation, iingeunderstood that, if the company is not awardgtth a new
concession, limited to the Municipalities previgushanaged by the company, it will obtain a reimbuament value

envisaged for the outgoing operator.
Risks relating to the amount of reimbursement paidy the new operator

With regard to the concessions under which the pisa@ Group also owns the gas distribution netwolrksv no. 9 /
2014 establishes that the new operator shall p@ynabursement calculated in compliance with thevisions of the
agreements or contracts and, even if not inferbplthe will of the Parties and for aspects which ot envisaged in
those agreements or contracts, based on guidetinesperating criteria and methods for the assesswiethe
reimbursement value as per article 4, paragrapbf @,aw Decree dated 21June 2013, no. 69, converted, with
amendments, by Law datelf Bugust 2013, no. 98. In any case, private contidims related to local assets (evaluated
pursuant to the methodology of tariff regulatiorfance) must be deducted from the reimbursementevdh addition,

if the reimbursement value is higher than 10% ef value of local assets calculated as per targtiletion, net of
public capital contributions and of private ones focal fixed assets, the granting local body subrte related
evaluations detailing the reimbursement value ¢oAhthority for Electricity and Gas and Water Sypplystem so that
it can be checked before publishing the invitatmitender.

The Minister for Economic Development Decree dat#l November 2011 no. 226 establishes that the newatpe
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acquires the property of the plant by paying tldenaption value to the outgoing operator, excepafor portion of it
owned by the municipality.

In the periods following the first, transitional@rthe reimbursement value to the outgoing opesdtall be equal to the
local net intangible assets, net of public capitahtributions and of private ones for local fixessets, calculated
regarding the criteria used by the Authority toedigtine the distribution tariffs (RAB). As far asglpoint is concerned,
it should be noted that the Authority has recemtiervened with Resolution 367/2014/R/gas, progdihat the
redemption value, referred to in Article 14, paeqir 8, of Legislative Decree no. 164/00, at the anthe first period
of concession is determined as the sum of: a)dabielual value of the existing stock at the begigrafithe concession
period, assessed for all the fixed assets sulgetcaisfer for consideration to the new operatahasecond period of
concession based on the redemption value, proviolech Article 5 of Decree 226/11, recognized te thutgoing
operator in the first territorial concession, takimto account the depreciations and divestmertsgrazed for tariff
purposes in the concession period; b) the residalaie of the new investments made in the concegsésiod and
existing at the end of the period, assessed basdteore-valued historical cost method for the gubiin which the
investments are recognized in the final balancgrasided in Article 56 of the Tariff Regulation &fas Distribution
and Measurement Services, and as the average betive@et value determined based on the re-valistdrical cost
method and the net value determined based on sthrmest assessment methods, pursuant to paragrdpbf3
Resolution 573/2013/R/GAS, for the next period.

The Group intends to protect its financial perfoncgand standing with respect to regulatory chaagedescribed in

the terms set out in the sections “Territorial afemnd “litigations” of this report.

Evolution of the adjustment sessions of natural gaallocations

During the FY 2016, the regulatory framework is hewged as compared to the scenario described torsec
“Assessment criteria” of the yearly financial stagnts as of 31 December 2015. The adjustment sasssimatural gas
allocations are still suspended in compliance with provisions of the Authority for Electricity, &and Water
contained in Resolution 276/2015/R/GAS dated 9teJ2015. Regarding this, during 2016 the Authairijiated a
simplification process of gas settlement via docotmel2/2016/R/gas, and subsequently 570/2016/RA@Ahese
documents the Authority clarified its outlook onspible modifications and integration of existingguiations,
specifically regarding modalities of execution @fldncing and adjustment sessions. The Authority siggested that
the adjustment sessions should be repeated, ugiagalgorithms compared to current sessions.

Currently, the Group is exposed to the positive megiative economic effects arising from the probabobdification of
the allocated volumes and the volumetric differenttet are naturally formed in different parts lod hetwork where
natural gas is measured. In this regard, it shbaldoted that the economic effects that the Gragprécorded because
of the failure to perform the adjustment sessidacathe financial years 2013 and 2014 as welhasffects accrued in
2015 and the first quarter of 2016. Based on ctimggulations or conventions, it is not possiblestablish when the
results of the first valid adjustment session Wwdlmade available to the public.

It is noted that, thanks to the high percentagmefer reading collected during the period beingleedated by Snam
Rete Gas S.p.A. by the Authority, the Managemenbitfident that the estimate of the purchase aafstatural gas in
the period is accurate. Should the regulation ev@wnd require an adjustment in the estimated valueseasing

significantly purchases costs, the Group will eatdupossible actions to preserve its interests.
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Human resources

As of 31 December 2016, the Group had a workfof@&18 employees, divided in the various compangmbows:

Companies consolidated with full consolidation metbd 31/12/201¢q 31/12/201p Var.
Ascopiave S.p.A. 92 259 -167
AP Reti Gas S.p.A. 170 0 170
Ascotrade S.p.A. 83 82 1
AP Reti Gas Rovigo S.r.l. 18 18 0
Edigas Esercizio Distribuzione Gas S.p.A. 26 27 -1
Pasubio Servizi S.r.l. 17 18 -1
Etra Energia S.r.l. 6 6 0
Veritas Energia S.p.A. 40 42 -2
Blue Meta S.p.A. 22 23 -1
Amgas Blu S.r.l. 8 7 1
Total companies consolidated with full consolidatio method 482 482 0
Companies consolidated with net equity consolidatromethod 31/12/2014 31/12/201p Var
Estenergy S.p.A. 81 78 3
ASM Set Sir.l. 10 9 1
Unigas Distribuzione S.r.l. 45 46 -1
Total companies consolidated with net equity consioltion method 136 133 3
| Ascopiave Group | 618 | 615 3

Compared to 31 December 2015 the workforce of theopiave Group grew by 3 units. The variationsadiébuted to
the following companies:
- Ascopiave: - 167 employees due mainly to the temsf 168 resources to AP Reti Gas following ttams$fer
of the gas distribution branch;
- AP Reti Gas: +170 employees due mainly to the feasresf 168 resources from Ascopiave the transfethef
gas distribution branch;
- Ascotrade: +1 employee;
- Edigas Esercizio Distribuzione Gas: -1 employee;
- Pasubio Servizi: -1 employee;
- Veritas Energia: -2 employees;
- Blue Meta: -1 employee;
- Amgas Blu: +1 employee;
- Estenergy: +3 employees;
- Asm Set: +1 employee;

- Unigas Distribuzione Gas: -1 employee.

The following table sums up the categories of elygéds according to their qualification:
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Companies consolidated with full consolidation metbd 31/12/201¢ 31/12/201p Var.
Executives 17 17 0
Office workers 362 362 0
Manual workers 103 103 0
Companies consolidated with full consolidation neeth 482 482 0
Companies consolidated with net equity consolidattomethod | 31/12/201¢4 31/12/201p Var.
Executives 3 3 0]
Office workers 115 112 3
Manual workers 18 18 0
Companies consolidated with net equity consolidat@thod 136 133 3
Ascopiave Group 31/12/2016] 31/12/201p Var.
Executives 20 20 0
Office workers 477 474 3
Manual workers 121 121 0]
Ascopiave Group 618 615 3

Research and Development

IT systems
The main project that involved the Information ®yss during 2016 was the creation of the AP Reti GasA.

company. As of 1 July 2016, Ascopiave S.p.A tramsfkits natural gas distribution activities to tiew company. The
project required several activities pertaining gystem infrastructures, creating new installatiansl applications,
migration of data, data verifications and tests.

Furthermore, throughout the year, the system Worké&-Management has been further developed, gypaguool for
the gas distribution companies of the Group. Th#desn essentially modified the planning processelsthe execution
of interventions, improving the activities on tleritory thanks to the introduction of automatitisduling system for
operations by improving the employ of resource¢ thight be oversaturated in certain period and mizing travel
itineraries.

Additionally, during the year activities to allowommunication with the Integrated Information Systéatl) have
continued, including the creation of a Communiaatidoor pursuant to the specifications of the Sirfglechaser and
the modifications required to the following: redida updates, required improvement of internal psses and
AEEGSI-sanctioned communication standards.

The development of CRM system functionalities hastioued, specifically with functions for Sale Ferdutomation
and the integration with companies that providelitr@nalysis of potential customers.

In 2016, several new modules have been developedpport the sale companies of the Group. Base8Ai BPC
infrastructure, these new modules support ETRM mement, for the calculation of the Profit & Loss $3a
management of purchased EE and REMIT regulatiorptiance.

A “social network” has been created, to experimgith the possibility of reviewing the work processkiM_1 in
collaborative environments, within the sale companof the Group. This platform enables an improsédring
experience of information and enhances dialoguerapglort between people.

In the second half of 2016 we have implementedrtitegration for the management of the call centinas have won

the tender, in order entrust them with the seroicall the sale companies of the Group.
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Additionally, we implemented the necessary stepmémage the printing and posting of bills and phet notices in
outsourcing. This service was previously carrietlioternally by the company.

In the last quarter of 2016 we completed the aatiwiof the participation in the Tutela SIMILE, pnoted by the Single
Purchaser in order to allow customers gradual rogrén the liberalized market.

As far as management software for sale companiesniserned, we created the first part of the neplieation for the
management of desk activities (front office andkbaffice). Furthermore, we carried out the necessaljustments
pursuant to the regulation, including the completaf the billing activities, the introduction of&hTV tax in the
electricity bills and we carried out an importanbject of data migration to the latest releasetfier databases used by
management software applications.

With a new information management system and nawetfonalities for management applications, we madatp
improve even further the activities flows for themagement of receivables to final customers ancdtiection of
unsolved debts.

During the year, we enhanced the use of the platfased to receive invoices from suppliers with xnalcking,
pursuant to the provisions for registered digitedoices for the PA, automating the activities ofegimg invoices in the
accounting system. This platform is also curreb#ting extended to professionals with withhold taxes

In 2016, we completed the process of substitutiehiging of all inbound and outbound invoices ftirthe companies
of the Ascopiave Group, thanks to an integratedagament, control and memorization system for ine®in a SAP
ECC environment.

Additional information

Remuneration given to the managing and controllingrgans, managing directors and directors with straggic
responsibilities and stakes held

For further information pertaining remuneration ntbems of administration and auditing bodies, gendir&ctors and
executives with strategic responsibilities andrtiséiare participation please refer to the Remuingr&Report drafted
pursuant to Art. 123 — third paragraph of the Liegiige Decree 58/1998 (National Finance Law), appdoby the
Board of Directors on f6March 2015.

The aggregated remuneration to Managers, Statétodjtors of the Group in 2016 amounts to Euro 41@usand for
Managers, Euro 98 thousand for Statutory Auditard &uro 1,060 for Directors, for total Euro 162&ubkand
compared to the previous year Euro 1,420 thousHnid.variation is mainly attributed to timeanagement by objective
plan.

It is noted that no advance payments or payables haen issued to Directors or Statutory Auditarg ao letters of
credit in their favour have been granted.

Security of personal data

Ascopiave Group is attentive to the protection @fspnal data and the adoption of appropriate dgaueasures. For a
greater protection of these data, the Group alsbirages to update each year the DPS (Security Rigridocument),
although it is no longer required under Legislativecree no. 196 dated 30une 2003 because of the amendments
introduced by Law Decred"&ebruary 2012, no. 5, converted into Law no. 38"bApril 2012
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Declaration pursuant to Legislative Decree no. 196ated 30June 2003

The President of the Board of Directors, as thesgerresponsible for the treatment of the persogh af the
Company, states the adequacy of the Privacy Pelityorth in Legislative Decree no. 196 dated 30ne 2003 and
subsequent amendments, through the service mamggédcopiave in its capacity as responsible for dagabases,

managed either with electronic or non-electronstams.

List of Company Headquarters

Owned offices

Ascopiave SpA Milano Milano Via Turati n°6 (piano 3°) UF 34 Building leased

Ascopiave SpA Milano Milano Via Turati n°8 (piano 5°) UF61 Building leased to SINERGIE ITALIANE hosting offices

Ascopiave SpA Treviso Pieve di Soligo Via Verizzo n® 1030 Building hosting company offices

Ascopiave SpA Treviso Pieve di Soligo Via Verizzo n° 1030 Building hosting warehouse and workshop

Ascopiave SpA Treviso Pieve di Soligo Via Verizzo n® 1030 Building hosting company cars

Ascopiave SpA Treviso Pieve di Soligo Via Verizzo n®° 1030 Building leased to ASCOTRADE hosting offices

Ascopiave SpA Treviso Pieve di Soligo Via Verizzo n® 1030 Building leased to ASCO TLC hosting offices

Ascopiave SpA Treviso San Vendemiano Via Friuli Building leased to ASCO TLC

Ascopiave SpA Vicenza Sandrigo Via Gallilei n°1 Building leased to ASCOTRADE

Ascopiave SpA| Vicenza Sandrigo Via Gallilei n°1 Building hosting warehouse and workshop

Ascopiave SpA Treviso Treviso Piazza delle Istituzioni n°34 Building leased to ASCOTRADE

Ascopiave SpA Treviso Treviso Piazza delle Istituzioni n°34 Building hosting warehouse

Ascopiave SpA| Piacenza Castel San Giovanni Borgonovo Building leased to ASCOTRADE

Ascopiave SpA| Piacenza Castel San Giovanni Borgonovo Building hosting warehouse and workshop

Ascopiave SpA| Pordenone Cordovado Teglio Building hosting warehouse + gas cabin
Edigas SpA Biella Salussola Via Stazione Building hosting warehouse
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Rented offices

Entity ality Street Intended use
AP RETI GAS Castelfranco Veneto - TV - della Cooperazione, 8 Building hosting warehouse
AP RETI GAS Marchirolo - VA - Cavalier Busetti, 7/h Building leased to ASCOTRADE hosting offices
AP RETI GAS Portogruaro - VE - Giotto Building hosting company offices
ASCOTRADE Agordo - BL - 1V Novembre, 2 Building hosting company offices
ASCOTRADE Belluno - BL - Via Tiziano Vecellio, 27/29 Building hosting company offices
ASCOTRADE Feltre - BL - Via C. Rizarda, 21 Building hosting company offices
ASCOTRADE Montebelluna -TV - Schiavonesca Priula 86 Building leased to ATS Srl hosting offices
ASCOTRADE Pieve di Cadore - BL - Via degli Alpini, 28 - Loc. Tai Building hosting company offices
ASCOTRADE Trebaseleghe - PD - Piazza P. di Piemonte Building hosting company offices
ASCOTRADE Vittorio V.to - TV - Via G. Carducci (Galleria nazioni Unite) Building leased to SAVNO Srl hosting offices
ASCOTRADE Casteggio - PV - Anselmi, 33 Building hosting company offices
ASCOTRADE Castelfranco - TV - Piazza Serenissima, 20 Building hosting company offices
ASCOTRADE Conegliano - TV - Via S.Giuseppe, 38/A Building hosting company offices
ASCOTRADE Lavena Ponte Tresa - VA- Via Valle, 3 Building hosting company offices
ASCOTRADE Lentate - MB - Padova, 35 Building hosting company offices
ASCOTRADE Oderzo - TV - Cesare Battisti, 7/A Building hosting company offices
ASCOTRADE Oderzo - TV - Cesare Battisti, 7/A Building hosting company offices
ASCOTRADE Portogruaro - VE - Viale Trieste, 31 Building hosting company offices
ASCOTRADE Porto Viro - RO - Piazza della Repubblica, 14 Building hosting company offices
ASCOTRADE Vicenza - VI - SS. Felice e Fortunato, 203 Building hosting company offices
ASCOTRADE Camp iero Piazza Castello, 37 Building hosting company offices
ASCOTRADE Castel San giovanni Corso Matteotti, 67 Building hosting company offices
BLUEMETA Bergamo Galimberti, 6 Building hosting company offices
BLUEMETA Clusone (BG) Largo Locatelli, 5 Building hosting company offices
EDIGAS dist. Albenga -SV - Papa Giovanni XXIll, 160 Building hosting company offices
EDIGAS dist. Albenga -SV - Papa Giovanni XXIll, 166 Building hosting company offices
EDIGAS dist. Marcaria - MN - Mons. Benedini, 28-30 Building hosting company offices
EDIGAS dist. Salussola - BI - Stazione, 38 Building hosting company offices
EDIGAS dist. Albenga -SV - Fraz. Campochiesa Building hosting company offices
ASM SET Occhiobello - RO - Via Roma secondo Tronco, 20/22 Building hosting company offices
AP RETI GAS ROVIGO Rovigo (RO) della scienza e della tecnica, 7 Building hosting company offices
AMGAS BLU Foggia Viale Manfredi snc Building hosting company offices
VERITAS ENERGIA Venezia Mestre Cappuccina, 38/40 Dante, 5 Building hosting company offices
VERITAS ENERGIA Mirano - VE - Macello, 6 Building hosting company offices
PASUBIO SERVIZI Schio (VI) Via Cementi, 37 Building hosting company offices
PASUBIO SERVIZI Montecchio Maggiore (VI) Via P. Ceccato, 88 Building hosting company offices
PASUBIO SERVIZI San Pietro in Gu -PD- Via Cavour, 1 Building hosting company offices

Performance Indicators

According to Consob communication DEM 6064293 d&8&d July 2006 and by recommendation CESR/05-178b on
alternative performance indicators, we specify thasides normal performance indicators fixed byerimtional

Accounting Principles IAS/IFRS, the Group considaseful for its business monitoring activity, theeuof other
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performance indicators, which, even if they do appear yet in the afore-stated principles, haveom@siderable

importance. In particular we introduced the follagiindicators:

Gross operative spread (Ebitda) defined by the Group as the result of amortizetjocredit depreciation,
financial managing and taxes;

Operating result: this indicator is accounted for by the accouniimigpciples we refer to, and it is defined as
operative spread (Ebit) minus the balance of castd non-recurrent revenues. This last item includes
extraordinary incomes and losses, appreciations eapltal losses for alienation of assets, insurance
reimbursements, taxes and others positive and imegaimponents with less relevance.

Revenues from the tariff on the activity of gas disibution : defined by the Group as the amount of revenue
realized by the distribution companies of the Grdop the implementation of tariffs for distributioand
measurement of natural gas to their end custonmats,of amounts equalization managed by the Cassa
Conguaglio per il Settore Elettrico (Electricity Eajization Fund);

First margin on gas salesThe Group defines it as the amount obtained filmendifference between the sales
proceeds (realized by the Group's sale companiendocustomers or final market within the busines
trading and selling as a wholesaler) and the sutheofollowing costs: the cost of transmission ser\{gross

of amounts subject to elimination and distributitamiffs applied by the distribution companies) athe
purchase cost of gas sold;

First margin on electric power sale The Group defines it as the amount obtained ftbm difference
between the proceeds of sale of electricity andstin® of the following costs: cost of transport sy,

dispatching and balancing cost and purchase offriliég sold.
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Comments on the economic-financial results of theay 2016

General operational performance and indicators

NATURAL GAS DISTRIBUTION FY 2016 FY 2015 Var. Var. %
Companies consolidated with full consolidation meth od

Number of concessions 176 176 0 0.0%
Length of distribution network (km) 7,843 7,782 61 0.8%
Volumes of gas distributed (cm/min) 801.7 788.5 13.2 1.7%
Companies consolidated with net equity consolidatio n method

Number of concessions 32 32 0 0.0%
Length of distribution network (km) 1,103 1,100 3 0.3%
Volumes of gas distributed (cm/mIin) 146.7 144.9 1.8 1.2%

Ascopiave Group*

Number of concessions 192 192 0 0.0%
Length of distribution network (km) 8,382 8,319 63 0.8%
Volumes of gas distributed (cm/min) 873.4 859.3 14.1 1.6%

* Operating data of companies consolidated with net equity consolidation method are considered pro-quota

NATURAL GAS SALES TO FINAL MARKET FY 2016 FY 2015 Var. Var. %
Companies consolidated with full consolidation meth od

Volumes of gas sold (cm/min) 800.3 818.6 -18.3 -2.2%
Companies consolidated with net equity consolidatio n method

Volumes of gas sold (cm/min) 274.1 291.2 -17.1 -5.9%

Ascopiave Group*
Volumes of gas sold (cm/min) 934.6 961.3 -26.7 -2.8%

* Operating data of companies consolidated with net equity consolidation method are considered pro-quota

SALE OF ELECTRIC POWER FY 2016 FY 2015 Var. Var. %
Companies consolidated with full consolidation meth od
Volumes of electric power sold (GWh) 339.9 358.7 -18.8 -5.2%

Companies consolidated with net equity consolidatio n method
Volumes of electric power sold (GWh) 108.2 116.7 -8.5 -7.3%

Ascopiave Group*
Volumes of electric power sold (GWh) 384.9 409.6 -24.7 -6.0%

* Operating data of companies consolidated with net equity consolidation method are considered pro-quota

Comments on the trend of the main operational atdis of the Group's activity are reported below.

The value of each indicator is obtained by addimg\alues of the indicators of each consolidatedpamy, weighting
the data of the companies consolidated with théyyqethod according to the share of consolidation.

As far as the activity of gas distribution is comesd, in 2016 the volumes distributed through tbevorks managed by
the fully consolidated companies of the Group tethl801.7 million cubic meters, marking an increa$el.7%
compared to the previous year.

The company Unigas Distribuzione S.r.l., consoédathrough the equity method, has distributed 14dillfon cubic

meters, marking an increase of 1.2% as compar2a1sb.

In 2016, the volume of gas sold by the 100% codatdid companies amounted to 800.3 million cubieememarking
a decrease of 2.2% compared to the previous yea2016, the companies consolidated through thetyeaquéthod
(Estenergy S.p.A. and ASM Set S.r.l.) globally s?fd.1 million cubic meters (- 5.9% compared toghevious year).
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In 2016, the volume of electricity sold by the jutlonsolidated companies is equal to 33.9.9 GWhkimg a decrease
of 5.2% compared to the previous year. In finangedr 2016, the companies consolidated througlediuéty method
(Estenergy S.p.A. and ASM Set S.r.l.) globally sb@B.2 GWh of electrical energy (-7.2% comparethto previous

year).

General operational performance - The Group's ecomig results

Financial year % of revenues Financial year % of

(Thousands of Euro) 2016 2015 revenues

Revenues 497,689 100.0% 581,655 100.0%
Total operating costs 402,434 80.9% 500,671 86.1%
Gross operative margin 95,255 19.1% 80,983 13.9%
Amortization and depreciation 20,227 4.1% 20,029 3.4%
Provision for risks on credits 2,891 0.6% 4,004 0.7%
Operating result 72,137 14.5% 56,950 9.8%
Financial income 247 0.0% 803 0.1%
Financial charges 791 0.2% 1,321 0.2%
Evaluation of subsidiary companies with the net equity method 7,750 1.6% 7,449 1.3%
Earnings before tax 79,343 15.9% 63,881 11.0%
Taxes for the period 22,401 4.5% 18,519 3.2%
Net result for the period 56,942 11.4% 45,362 7.8%
Group's Net Result 53,635 10.8% 43,014 7.4%
Third parties Net Result 3,307 0.7% 2,349 0.4%

Pursuant to CONSOB communication DEM/6064293 dated 28 July 2006, the alternative performance indicators are defined in paragraph " Performance
Indicators" of the present report.

In fiscal year 2015, the Group incomes amount tmE81,655 thousand, with a decrease of 0.6% coedparthe

previous year. The following table reports the detf income.

Financial Year Financial Year 2015

(Thousands of Euro) 2016
Revenues from gas transportation 28,968 26,752
Revenues from gas sale 379,730 472,974
Revenues from electricity sale 58,691 61,188
Revenues from connections 276 1,133
Revenues from heat supply 66 13
Revenues from distribution services 4,866 3,563
Revenues from services supplied to Group companies 1,330 1,157
Revenues from AEEGSI contributions 17,066 8,871
Other revenues 6,696 6,003
Revenues 497,689 581,655

Revenues from gas saldecreased from Euro 472.974 thousand to Euro 3@3fwusand, thus recording a decrease of
Euro 93,244 thousand (-19.7%). This decrease islyjdue to lower volumes of gas sold as well agpdrounitary

prices.

Revenues from electricity saleslecreased from Euro 61,188 thousand to Euro 58f88isand, marking a decrease of

Euro 2,497 thousand (-4.1%), mainly due to lowdurres of electricity sold.
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The operating resultfor 2016 amounts to Euro 72,137 thousand, thusrdity an increase of Euro 15,187 thousand
(+26.7%) compared to the previous year.
The improvement is due to several factors:

— decrease in the tariff revenues on the activitgas distribution for Euro 473 thousand;

— increase in the first margin on the activity of gates, equal to Euro 14,126 thousand,;

- decrease in the first margin on the activity ot#leity sale, equal to Euro 1,345 thousand;

— increase in other items of cost and revenues, aqu&liro 188 thousand.

The decrease in thevenues from tariffs in the gas distribution activty (decreasing from Euro 61,960 thousand to
Euro 61,488 thousand) is due to the entry intoefart the new tariff regulation for the period 202@19 (so-called
fourth regulatory period) envisaged by AEEGSI rasoh 367/2014/R/gas, partially offset by the pesitdifferential

in temporary and definitive tariffs due to year 3Gidjustments.

The increase in thiirst margin on the activity of gas sale(from Euro 64,391 thousand to Euro 78,517 thousdad
mainly due to by the increase in average unit paiee, albeit with lower volumes of gas sold. Thempensation
received by the Group (Euro 11.1 million) as pafttlee mechanism for the promotion of long-term caat
negotiations in 2014-2016 contributed to the reiductof supply cost for gas, pursuant to AEEGSI Bieri
447/2013/R/gas.

The decreasm the first margin on the activity of electricity salesfrom Euro 3,833 thousand to Euro 5,178 thousand
is due to lower unit margins and lower amountsle€teicity sold compared to the previous year, Wwhiad benefited

from a downward-moving trend of purchase prices.

The positive variation in the iteother costs and revenugsamounting to Euro 188 thousand, is mainly due to:
— higher other revenues for Euro 2,022 thousand;
— higher material and service costs and other chargealling Euro 7,626 thousand;
— higher personnel cost for Euro 2,660 thousand;
— higher amortization of fixed assets for Euro 198usand;

— lower bad debts provisions for Euro 1,112 thousand.

The net consolidated profitof 2016 amounts to Euro 56,942 thousand, thus déugran increase of Euro 11,579
thousand (+25.5%) compared to the previous year.
The variation is due to the following factors:

— anincrease in the operating result, as previostsited, for Euro 15,186 thousand;

— higher result of companies consolidated througretingty method for Euro 301 thousand,;

— decrease in financial revenues for Euro 556 thadisan

— decrease in financial charges for Euro 530 thousand

- increase in taxes for Euro 3,882 thousand, duketdncrease in income.
The tax rate, calculated by normalizing the prertsult of the effects of consolidation of the camigs consolidated
using the equity method, decreases from 32.8% 8031
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General operational performance — Financial situatn

The table below shows the composition of the nearftial position as requested in Consob commubitatio.

DEM/6064293 dated 2BJuly 2006:

31.12.2016 31.12.2015

(Thousands of Euro)
A Cash and cash equivalents on hand 19 15
B Bank and post office deposits 8,803 28,286
D Liquid assets (A) + (B) + (C) 8,822 28,301
E Current financial assets 0 3,487
F Payables due to banks (55,110) (88,238)
G Current portion of medium-long-term loans (9,287) (9,628)
H Current financial liabilities (3,645) (3,708)
| Current financial indebtedness (F) + (G) + (H) (68, 042) (101,574)
J Net current financial indebtedness (l) - (E) - (D) (59,220) (69,786)
K Medium- and long-term bank loans (34,541) (43,829)
M Non-current financial liabilities (357) (422)
N Non-current financial indebtedness (K) + (L) + (M) (34,899) (44,250)
O Net financial indebtedness (J) + (N) (94,119) (114,0 37)

Pursuant to CONSOB resolution no. 15519 dated 2idl 2006, the effects of the transactions witkatesl parties are highlighted in the table in

paragraph “Transactions with related parties” &f flmancial report.

In order to comply with Consob communication no.NDE064293/2006, the following table shows the rexidation

between the Net financial position and the ESMA fitetncial position:

31.12.2016 31.12.2015
(Thousands of Euro)

Net financial position (94,119) (114,037)
Non current financial assets 0 0
Net financial position ESMA (94,119) (114,037)

The financial position decreased from Euro 114,0®dsand as of 31 December 2015 to Euro 94,11%#mulias of

31 December 2016, reporting an increase of Eur@1Bthousand.

Some figures relating to the financial flows of tAeoup are reported below:
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(Thousands of Euro) 31.12.2016 31.12.2015
Group's net income 56,942 45,362
Amortizations 20,227 20,009
Bad debt provisions 2,891 4,004
(a) Auto-financing 80,060 69,396
(b) Adjustment to reconcile net income with the variation

in financial position generated by operating management: (12,160) (501)
(c) Variation in financial position generated by operating

activities = (a)+ (b) 67,900 68,894
(d) Variation in financial position generated by investments (19,262) (21,892)
(e) Other variation in financial position (28,721) (31,366)
Net variation in financial position = (c) + (d) + (e) 19,917 15,637

The cash flow generated by the operating managefietigrs a + b), equal to Euro 67,900 thousand, wainly due to
self-financing for Euro 80,060 thousand and otlearfcial negative variations amounting to Euro &68,thousand,

mainly related to the management of the net citgdacapital for Euro -4,410 thousand and to theeasment of

companies consolidated through the equity metho&twoo -7,750 thousand.

Management of net circulating capital has generéitexhcial resources amounting to Euro 4,410 thodsand was
influenced mainly by a variation in the overalldate with the Technical Office for Taxation on Blinlg and Regional
Taxation, which has generated financial resouroegfiro 3,589 thousand, by the variation in VAToadition, which
has generated financial resources for Euro 297stnudy by the variation in the position towardsltiand Revenue for

the accrual of IRES and IRAP taxes, which has geadrfinancial resources for Euro 172 thousand,thed/ariation

in the net operating capital, which has absorbeatitial resources for Euro 9,086 thousand.

The following table shows in detail the changethmnet working capital during the period:

(Thousands of Euro) 31.12.2016 31.12.2015

Inventories (734) (1,095)
Trade receivables and payables 1,177 (41,578)
Operating receivables and payables (9,529) 5,918
Severance pay fund and other found 1,003 19
Current taxes 22,401 18,519
Taxes paid (20,420) (13,535)
Tax receivables and payables 1,693 38,368
Non currenti financial assets/(liabilities) 0 -355
Change in net working capital (4,410) 6,262

Investment activities have generated a cash regaineof Euro 18,348 thousand.

Additional variations in the net financial positiconcern dividends received by the companies citael with the
equity method, which have generated resources oo B,934 thousand and the distribution of dividemor Euro

35,569.

The following table shows in detail the other chasiin the financial position during the period:
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(Thousands of Euro) 31.12.2016 31.12.2015

Dividends distributed to Ascopiave S.p.A. shareholders’ (33,347) (33,332)
Dividends distributed to other shareholders (2,222) (1,768)
Dividends / (loss coverage) associated copanies ot jointly controlled companies 5,934 3,369
Other net equity operations 914 365
Other changes in financial position (28,721) (31,366)

General operational performance - Investments

During fiscal year 2016, the Group made investnfi@nan amount of Euro 20,837 thousand.

The costs incurred for the construction of infrastures for the distribution of natural gas, amomto Euro 19,714
thousand, relate to the creation of connectionsEiaro 4,952 thousand, the implementation and maamtee of the
network and natural gas distribution systems faioEQ)726 thousand and the installation/replaceroénteters and the

installation of correctors for Euro 7,036 thousand.

INVESTMENTS (thousands of Euro) FY 2016 FY 2015
Connecting a gas users 4,952 4,280
BExpansions, reclamations and network upgr 6,361 8,316
Flowmeters 7,036 6,465
Maintenance 1,365 1,635
Raw material (gas) investments 19,714 20,697
Land and buildings 534 146
Industrial and commercial equipment 21 121
Forniture 21 14
Vehicles 310 436
Hardware e Software 198 148
Other assets 39 452
Other investments 1,123 1,317
Investments 20,837 22,013

Ascopiave Group— Annual Financial Report 2016 84



Ascopiave Group

Schedule of reconciliation of the of individual neshareholders’ equity with the consolidated net
Shareholders’ Equity

31.12.2015 31.12.2015| 31.12.2015 31.12.2015
Groups' Groups'
(Thousands of Euro) Operating T(:alljinet Operating Tce’talljinet
Result quity Result quity
Net equity and results for the year as
recorded in the statutory financial
statements of the parent company 33,700 394,246 33,547 392,954
Results obtained by subsidiary
companies net of the book value of the
consolidated equity investments 48,933 (22,985) 29,117 (46,104)
Variations
Goodwill (0) 56,176 0) 56,176
Trade relation value, net of tax effects (1,384) 5,704 (1,139) 7,089
Appreciation of gas distribution network, net
of tax effects (810) 10,737 34 11,547
Elimination of infra-group dividends (24,980) 0) (20,524) 0)
Effects of the evaluation of companies
consolidated with the net assets method 1,157 (4,505) 1,491 (5,662)
Effects of the evaluation of joint companies
consolidated with the net assets method 650 (5,242) 2,593 4,530
Other effects (323) (406) 243 (392)
Total variations, net of tax effects (25,691) 72,948 ( 17,302) 73,287
Net Shareholders' equity and resul t for
the period as recorded in the
consolidated financial statement 56,942 444,209 45,362 420,137
Minority interests and results 3,307 6,154 2,349 4,873
Operating result and net equity for the
period as recorded in the consolidated
financial statement 53,635 438,055 43,014 415,264
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Ascopiave Group

Prospects of the consolidated financial statements
as of 31 December 2016
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Consolidated assets and liabilities statement

(Thousands of Euro) 31.12.2016 31.12.2015
ASSETS
Non-current assets
Goodwill 1) 80,758 80,758
Other intangible assets 2) 316,905 316,659
Tangible assets 3) 32,364 34,987
Shareholdings “ 68,738 68,078
Other non-current assets 5) 13,566 15,366
Non-current assets from derivative financial instruments (6) 0
Advance tax receivables (7) 9,758 11,333
Non-current assets 522,574 527,182
Current assets
Inventories 8) 4,311 3,577
Trade receivables ) 148,079 172,022
Other current assets (10) 47,207 46,518
Current financial assets 1n 0 3,487
Tax receivables (12) 1,007 1,368
Cash and cash equivalents (13) 8,822 28,301
Current assets from derivative financial instruments (14) 1,304
Current assets 210,730 255,272
ASSETS 733,304 782,454
Net equity and liabilities
Total Net equity
Share capital 234,412 234,412
Own shares 17,521 17,521
Reserves and result for the period 221,164 198,374
Net equity of the Group 438,055 415,264
Net equity of Others 6,154 4,873
Total Net equity (15) 444,209 420,137
Non-current liabilities
Provisions for risks and charges (16) 6,992 7,360
Severance indemnity 17y 4,077 3,864
Medium- and long-term bank loans (18) 34,541 43,829
Other non-current liabilities 19) 20,267 18,903
Non-current financial liabilities (20) 357 422
Deferred tax payables (21) 16,814 19,571
Non-current liabilities 83,050 93,948
Current liabilities
Payables due to banks and financing institutions (22) 64,397 97,866
Trade payables (23) 103,052 122,823
Tax payables 24) 1,231 397
Other current liabilities (25) 33,691 43,324
Current financial liabilities (26) 3,645 3,708
Current liabilities from derivative financial instruments (27) 29 252
Current liabilities 206,045 268,370
Liabilities 289,095 362,317
Net equity and liabilities 733,304 782,454

Pursuant to CONSOB resolution no. 15519 datétJ2ify 2006, the effects of the transactions withtesl parties are highlighted in the table in
paragraph “Transactions with related parties” of flmancial report.
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Overall consolidated income statement

Financial year 2016

Financial year 2015

(Thousands of Euro)
Revenues (28) 497,689 581,655
Total operating costs 405,325 504,675
Purchase costs for raw material (gas) (29) 231,029 325,936
Purchase costs for other raw materials (30) 18,887 20,495
Costs for services 31 107,503 119,151
Costs for personnel 32) 24,233 21,573
Other management costs (33) 24,269 18,110
Other income 34) 596 591
Amortization and depreciation (35) 20,227 20,029
Operating result 72,137 56,950
Financial income (36) 247 803
Financial charges (36) 791 1,321
Evaluation of subsidiary companies with the net equity method (36) 7,750 7,449
Earnings before tax 79,343 63,881
Taxes for the period (37) 22,401 18,519
Result for the period 56,942 45,362
Group's Net Result 53,635 43,014
Third parties Net Result 3,307 2,349
Consolidated statement of comprehensive income
1. Components that can be reclassified to the income statement
Fair value of derivatives, changes in the period net of tax 1,786 (194)
2. Components that can not be reclassified to the income statement
Actuarial (losses) /gains from remeasurement on defined-benefit
obligations net of tax (10) 190
Total comprehensive income 58,718 45,358
Group’s overall net result 55,215 43,027
Third parties’ overall net result 3,503 2,331
Base income per share 0.241 0.194
Diluted net income per share 0.241 0.194

Pursuant to CONSOB resolution no. 15519 datétd2ify 2006, the effects of the transactions withtesl parties are highlighted in the table in
paragraph “Transactions with related parties” &f flmancial report.

N.b.: Earnings per share are calculated by dividireggnet income for the period attributable to @empany's shareholders by the weighted average
number of shares net of own shares. For the puspafstie calculation of the basic earnings pereshae specify that the numerator is the economic
result for the period less the share attributablénird parties. There are no preference dividendeyersions of preferred shares or similar effects
that would adjust the results attributable to thiellrs of ordinary shares in the Company. Dilutegfits for shares result as equal to those foreshar
in that ordinary shares that could have a dilugffect do not exist and no shares or warrants éxastcould have the same effect.
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Statement of changes in shareholders’ equity

(thousands of Euro)

Reserves IAS

Net result and

'
Sha'.r:l Legal Own shares 19 actuarial Other reserves Net: resu%t f;)r Group 'S net net equity of Tota.l. net
capit: reserve differences the perio equity others equity

Balance as of 1% January 2016 234,412 46,882 (17,522) 99) 108,578 43,014 415,264 4,873 420,137

Result for the period 53,635 53,635 3,307 56,942

Other operations 1,589 1,589 197 1,786

IAS 19 TFR actualization for the period 9 9 (1) (10)

Total result of overall income statement ) 1,589 53,635 55,214 3,503 58,718

Allocation of 2015 result 43,014 (43,014) ©) ©)

Dividends distributed to Ascopiave S.p.A. shareholders’ (33,347) (33,347) (33,347)

Dividends distributed to third parties shareholders ©) (2,222) (2,222)

Long-term incentive plans ©) 923 923 923

Balance as of 31st December 2016 234,412 46,882 (17,522) (108) 120,757 53,635 438,055 6,155 444,209

(thousands of Euro) Lecal Relizrilgs Net result

Share 9 own . Other Net result for Group's net and net Total net
capital TSV shares actuarial reserves the period equity equity of equity
e difference
others
S

Balance as of 1“]anuary 2015 234,412 46,882 (17,660) (286) 106,426 35,583 405,357 4,309 409,666

Result for the period 43,014 43,014 2,349 45,362

Other operations 172 172 1) (194

IAS 19 TFR actualization for the period 186 186 3 190

Total result of overall income statement 186 172) 43,014 43,027 2,331 45,358

Allocation of 2014 result 35,583 (35,583) ©) )

Dividends distributed to Ascopiave S.p.A. shareholders’ (33,332) (33,332) (33,332)

Dividends distributed to third parties shareholders (0) (1,768) (1,768)

Long-term incentive plans 138 74 212 212

Ld
Balance as of 31" December 2015 234,412 46,882 (17,522) 99 108,578 43,014 415,264 4,873 420,137
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Consolidated financial statements

Restated
FY 2016 FY 2015

(thousands of Euro)
Net income of the Group 53,635 43,014
Cash flows generated (used) by operating activities
Adjustments to reconcile net income to net cash
Third-parties operating result 3,307 2,349
Amortization 20,227 20,029
Bad debt provisions 2,891 4,004
Variations in severance indemnity 214 (104)
Current assets / liabilities on financial instruments (2,012) 252
Net variation of other funds 789 123
Evaluation of subsidiaries w ith the net equity method (7,750) (7,449)
Depreciation of fixed assets 0 232
Losses / (gains) on disposal of fixed assets 0 454
Interests paid (579) (1,240)
Taxes paid (20,420) (13,535)
Interest expense for the year 678 1,211
Taxes for the year 22,401 18,519
Variations in assets and liabilities
Inventories (734) (1,095)
Accounts payable 20,947 (28,221)
Other current assets (689) 27,454
Trade payables (19,770) (13,356)
Other current liabilities (9,763) 13,019
Other non-current assets 2,361 1,730
Other non-current liabilities 2,728 1,859
Total adjustments and variations 14,827 26,235
Cash flows generated (used) by operating activities 68,461 69,249
Cash flows generated (used) by investments
Investments in intangible assets (19,674) (21,112)
Realisable value of intangible assets 1,574 114
Investments in tangible assets (1,164) (901)
Realisable value of tangible assets 2 6
Other net equity operations 914 365
Cash flows generated/(used) by investments (18,348) ( 21,527)
Cash flows generated (used) by financial activities
Net changes in debts due to other financers (64) (67)
Net changes in short-term bank borrow ings (71,256) (155,112)
Net variation in current financial assets and liabilities 2,863 8,106
Ignitions loans and mortgages 151,000 146,500
Redemptions loans and mortgages (122,500) (88,000)
Dividends distributed to Ascopiave S.p.A. shareholders’ (33,347) (33,332)
Dividends distributed to other shareholders (2,222) (1,768)
Dividends distribuited from subsidiary companies 5,934 3,369
Cash flows generated (used) by financial activities (69,593) (120,304)
Variations in cash (19,479) (72,582)
Cash and cash equivalents at the beginning of the p 28,301 100,882

8,822 28,301

Cash and cash equivalents at the end of the period

Pursuant to CONSOB resolution no. 15519 datétd2ify 2006, the effects of the transactions withtesl parties are highlighted in the table in
paragraph “Transactions with related parties” of flmancial report.
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EXPLANATORY NOTES
Company information

Ascopiave S.p.A. (hereinafter “Ascopiave”, the “Gmany” or the “Parent Company” and, jointly with #absidiaries,
the “Group” or the “Ascopiave Group”) is a legakighunder Italian law.

As of 31 December 2016, 61.56% of the Company’seshapital, amounting to Euro 234,411,575 was hgld\sco
Holding S.p.A.; the remainder was distributed amoifwer private shareholders. Ascopiave is listedesiDecember

2006 on the Mercato Telematico Azionario — STARBent — organized and managed by Borsa Italian&S.p.

The registered office of the Company is in PieveSdligo (TV), via Verizzo, 1030, Italy. The publi@an of the
Financial report as of 31 December 2016 of the pmo@ Group was authorized by resolution of the rBoaf

Directors on 14th March 2017. Ascopiave is a compaith Italian domicile that was created in Italy

The activities of the Ascopiave Group

Ascopiave mainly operates in the sectors of distiiim and sale of natural gas, as well as in otkeetors related to the
core business, such as the sale of electrical gneegt management and co-generation.

The Group owns concessions and direct entrustingHie management of the activity of gas distributia 208
municipalities (208 municipalities in 2015), supply the service to more than one million users. §heup is the

owner of the distribution network managed thatxieded for more than 8,946 kilometres.

The activity of natural gas sale to end customergarried out through different companies, somewnbich are
controlled with majority shares, others are shamiti other partners and on them the Group exemig@nt control
with other shareholders. In the Gas sale sectoopiage is one of the main National operators, féaguapproximately

961 million cubic meters of gas s8ld
General drafting criteria and declaration of conformity with IFRS

The Ascopiave Group Consolidated Financial Statésnaa of 31 December 2016 have been prepared pursua
IFRS, that is all the “International Financial Rejrrg Standards”, “International Accounting Stardiir(IAS), all the
interpretations of the “International Financial Reng Committee” (IFRIC), previously “Standing &mpretations
Committee” (SIC) adopted by the European Commispimsuant to the procedure set forth in Art. 6 &f Birective
no. 1606/2002 issued by the European ParliamenCanahcil on 18 July 2002 as well as with the provisions issued
for the implementation of Art. 9 of Legislative Dee no. 38/2005.

The consolidated financial statements are basetherprinciple of historical cost, considering théjustments as
appropriate, except for the budget items that uffelRS must be recognized at fair value as desciibbéite evaluation

criteria and according to the principle of goingicern.

4

The data specified about the volumes of gas seldltained by adding each Group company’s dataiquely pondering the data of the companies
consolidated with the equity method according torilevant share.
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The accounting principles adopted are consistetit thiose used as of 31 December 2015, except aslmEsin the
following paragraph Accounting principles, amenditseand interpretations effective froni' Danuary 2016. For
comparative purposes, the consolidated profilesgmethe comparison with balance sheet figuresd 84 @ecember
2015.

The consolidated financial statements are subjest auditing procedure by the auditing company
PricewatherhouseCoopers SpA, in charge of the madtaudit of the Parent Company and the main Corepaof the
Group.

The consolidated financial statements are expressdelro, the currency used in the economy whege Gnoup

operates, and includes the Consolidated assetbadnilities statement, the Overall consolidatedoime statement, the
Consolidated statement of changes in shareholdersty, the Consolidated financial statement ared Elplanatory
notes. All the values reported in the statements explanatory notes are expressed in thousandumfsEunless
otherwise indicated.

The values used for consolidation were gathereah frcome statements and balance sheets preparte Djirectors
of the individual subsidiaries. These data havenkmdjusted and reclassified, where necessary, sorercompliance
with international accounting standards and witk tHassification criteria applied throughout theo@®r. These
consolidated financial statements as of 31 Dece2d&6 were approved by the Board of Directors ef@@mpany on
14th March 2017.

Financial statements representation

The items of the consolidated assets and liatslgiatemendre classified into “current” and “non-current”pse in the

overall consolidated income statement are classifietheir nature in multi-step format.

The statement of changes in shareholders' equityepts the opening and closing balances of eackquéty item
reconciling them through the profit or loss for theriod, any operation with shareholders (if apgilie) and other

variations in the net equity.

The financial statement has been defined accortirtpe “indirect" method, by adjusting operatingdme of non-
monetary components. We believe that these pattedesjuately represent the economic situation ananéial

position.

Accounting principles, amendments and interpretatios applied from I January 2016

Hereby is a brief description of amendments, imprognts and interpretations applicable to finan@pbrts as of 31
December 2016, implemented off dJanuary 2016. The application of said principleallsnot have effects on the

Company, as they relate to instances that areresept in our company or are sole financial repgrtirovisions.
Annual Improvements to IFRSs 2010-2012 Cycle amdidiimprovements to IFRSs 2012-2014 Cycle

In December 2013, the IASB issued the documefitmtial improvements to IFRSs — 2010-2012 Cyayplicable to
the fiscal periods beginning on, or aftef! Eebruary 2015. In September, IASB issued the dectsn‘Annual
improvements to IFRSs — 2012-2014 Cyeleplicable to the fiscal periods beginning on,after, ' January 2016.
Both documents have been issued as part of theiples’ annual improvement programme. Most areifadations or

corrections of existing IFRSs or amendments subesgdo changes previously made to IFRS.
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Amendments to IAS 19 Employee Benefits

In November 2013, the IASB issued the documé&rgfined Benefit Plans: Employee Contributionbe changes made
to IAS 19 allow the entry (without obligations t@ &0), to reduce the current service cost of théoge of the
contributions paid by employees or by third partibat are not related to the number of years ofise, instead of

allocating such contributions over the period wtrenservice is rendered.

IFRS 11 —Joint arrangements

In May 2014, the IASB issued amendments to IFRS laint arrangements: Acquisitions of Interestdaimt
Operations, which require that an entity adopttfieciples contained in IFRS 3 to recognize theoaating effects of
acquisitions of an interest in a joint operatiomdnich the activity of the joint operation constés a business.

IAS 16 - Property, Plant and Equipmeand AS 38- Intangible assets.

In May 2014, the IASB issued an amendment to IAS R6operty, Plant and Equipment and IAS 38 - Igtiale assets.
The IASB has clarified that the use of revenue-basethods to calculate the depreciation of an asseit appropriate
because revenue generated by an activity thatdesluhe use of an asset generally reflects facitrsr than the
consumption of the economic benefits embodied ;mdhset. The IASB has also clarified that revesugenerally
presumed to be an inappropriate basis for measuhagconsumption of the economic benefits embodnedn
intangible asset. This presumption, however, carebatted in certain limited circumstances.

IAS 27 —Separate financial statement

In August 2014, the IASB issued amendments to IAS Beparate Financial Statements. The goal idldav ahe
assessment of investments in associates and jamiines according to the equity method even irsdparate financial
statements.

IAS 1 - Presentation of Financial Statements

In December 2014, the IASB issued amendments tollABhe goal is to clarify some doubts about thesentation
and disclosure requirements and to ensure that aoiep can use professional judgment in determirvifgt

information to disclose in their financial staterteefocusing on relevant information.
Amendments to IFRS 10, IFRS 12 and IAS 28nvestment Entities: Applying the Consolidation &ptons
In December 2014, the IASB issued amendments t&IER IFRS 12 and IAS 28. The aim is to clarifythi method

of accounting for investment entities; ii) the exsion from preparing consolidated financial statateefor an
intermediate parent entity and iii) how a compahgttis not an investment entity should apply thaitggmethod

evaluation of an investment entity.

Accounting principles, amendments and interpretatios not yet applicable and not adopted ahead of
time by the Group

IFRS 15 -Revenues from contracts with customers

In May 2014, the IASB issued the standard IFRS R&venues from contracts with customers, whichiregan entity
to recognize revenue to depict the transfer of [Bechgoods or services to customers in an amouantréilects the
consideration to which the entity expects to bétledtin exchange for those goods or services.hi® é¢nd, the new
recognition model defines a five-step process. ¢ standard also requires further additional imiion about the
nature, the amount, timing and uncertainty aboutmae and cash flows arising from a contract wittustomer. The
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new standard is effective for annual periods begmon or after 1st January 2018. Early adoptioofdsJanuary 2016
is envisaged. However, Ascopiave did not pursuestitly adoption.

Following a preliminary analysis on the current oimg sale contracts, the expected impact of thdicgtjpn of this
new accounting standard on revenues will be ndgégi

IFRS 9 —Financial instruments

In July 2014, the IASB issued IFRS 9 - Financiatioments. The series of changes introduced byédiae
standard replace the provisions of IAS 39 and thioe a logical approach for the classification and
measurement of financial instruments driven by dlst characteristics and the business model irctviain
asset is held, a single impairment model to beiegpb all financial assets based on expected $ossd a
substantially reformed approach for hedge accogntifihis new standard will be applied to all nevanyye
statements from 1 January 20E3uly adoption as of 1 January 2016 is envisagemveer, Ascopiave did not
pursue the early adoption. Following a preliminapecifically on hedge accounting, the expected anmd the
application of this new accounting standard on meres will be negligible.

Issued accounting principles, amendments and interptations that are not yet applicable

Please find below a brief description of the neandards, amendments, improvements and interpnesatiready
issued but not yet approved by the European Uniwh therefore not applicable for the preparationfiodncial
statements closed as of 31 December 2016. Thddes not include the standards and interpretatishigh by their
nature are not adoptable by the Group.

IFRS 14 -Regulatory Deferral Accounts

In January 2014 IASB issued the IFRS 14 “Regulatdsferral Accounts”, applicable from 1 January 20TGe

European Commission decided to suspend the hont@ogparocess to wait for the “rate-regulated atidd” new

standard to be issued. IFRS 14 enables first tidmpt@rs of IFRS to continue to enter rate regutatanounts
following their previously adopted accounting stard$. In order to improve comparability with emtitithat apply
IFRS and do not enter said amounts, the standacsre that the effect of rate regulation be presbseparately from
the other items.

IFRS 16- Leases

On 13 January 2016, IASB published the new leastagdard which will replace IAS 17 Leases, whicti Wwave
significant impact on Statements of lessees. IFR®Iiminates the current dual accounting modelléssees, which
distinguishes between financial leases and operétiases, introducing a new single model for akés, which will
result in an asset entry for the right of use afidkility entry for the lease. The standard isefive for annual periods
beginning on or after 1 January 2019, with earlpmin permitted provided that an entity also adofRS 15-
Revenue from Contracts with Customers.

IFRS 10 —Consolidated Statemeand IAS 28: Share interest in Subsidiaries or Joint Ventures

In September 2014, the IASB issued amendmentsR& IEO - Consolidated Financial Statements and IAS
28 - Investments in associates and joint ventdrks.aim is to clarify the accounting method of thsults
related to the sale of assets between companggiaup and associated companies and joint ventlines
approval process of these amendments has beemdesipand the application date has been postpored to
future date to be determined
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IAS 12 —Recognition of Deferred Tax Assets for Unrealizedses

In January 2016 IASB published some amendment&$ 12 - Recognition of Deferred Tax Assets for Unrealized
Losses.Said modifications clarify how to account for deést tax assets for payable instruments calculatefdia
value. These changes apply from 1 January 201 &@option is envisaged.

IAS 7 - Disclosure initiative

Their purpose is to improve presentation and catioth of financial information in financial reporésd solve certain
critical issues as reported by operators. Thesegdsaapply from 1 January 2017

IFRS 15-Revenue from Contracts with Customers

On 12 April 2016, IASB issued some further amendién IFRS 15 - Revenue from Contracts with Custsimia
order to provide in-depth clarifications on howidentify performance obligations, account revenfues licenses on
intellectual property and value principal versusratg These amendments will be applicable from ybagsnning on or
after 1 January 2018.

IFRS 2 —Classification and Measurement of Share-based Paym@ansactions

In June 2016 IASB issued some amendments to IFRSCRassification and Measurement of Share-basedn®aty
Transactions. The aim of these changes is to res@wne issue related to the accounting on shaszzeyments.
Specifically, the amendments improve considerably following areas i) measurement of cash-settlatesbased
payments, ii) classification of share-based paymsaettled net of tax withholdings; and iii) accongtfor modification
of a share-based payment from cash-settled to yesgitled. These amendments will be applicable frgears
beginning on or after 1 January 2018.

IFRIC 22 - Operations in foreign currency and advance payments

On 8 December 2016 IASB published the IFRIC 22 -em@fons in foreign currency and advance paymditts.aim
of this document is to set the exchange rate dfetaised in transactions in foreign currencies sedae payment is
made or received in advance. This interpretatidhbgi applicable from years beginning on or aftdahuary 2018

IAS 40 —Transfers of Investment Property

On December 2016 IASB issued amendments to IAS F@ansfers of Investment to discipline transfer/fobm
investment property to other asset groups. Spatlificit is settled if a property under construatior development
accounted in inventories may be reclassified ingitala fixed assets if there was a change in itsgeisa hese
amendments will be applicable from years beginmn@r after 1 January 2018.

Amendments to IFRS 4 Regarding the implementation of IFRS 9 Financiatdinments

In September 2016 IASB issued the amendments t& IBERRegarding the implementation of IFRS 9 Finalnci
Instruments. Their purpose is to resolve the isslexiving from the application of the IFRS 9, thewnstandard in
financial instruments, before the implementationtied standard, which will substitute the IFRS 4trently under
development by IASB. This amendment will be apgilesfrom years beginning on or after 1 January 2018

Annual Improvements 2014-2016

On 8 December 2016 IASB issued several amendmerntsetstandards in order to clarify some provisicegarding
IFRS 1, IFRS 12 and IAS 28, all applicable on ¢emi January 2018.
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Name and registered headquarter of the company inharge of drafting the consolidated
statement

Pursuant with the information required by Art. 242feém 22-5 and-6 of the Italian Civil Code, we cipe that
Company Ascopiave S.p.A. with registered officePieve di Soligo (TV), 1030 Via Verizzo drafts ther@olidated
Financial Statement of smaller group of which ifpart as a subsidiary company. The entirety of @imsolidated
Financial Statement is available at its registevfiite. Furthermore, Company Asco Holding S.p.Athmiegistered
office in Pieve di Soligo (TV), 1030 Via Verizzoaft the Consolidated Financial Statement of largestip of which it
is part. The entirety of this Consolidated Finah8itement is available at its registered office

Consolidation principles

The consolidated financial statements include thantial statements of all the subsidiaries. Theu@rcontrols an
entity when the Group is exposed, or is entitledhe variability of results from such entities dvab the possibility of
influencing these outcomes through the exercisgogier over the entity. The financial statementshef subsidiaries
are included in the Consolidated financial statesienmmencing the date on which control is taketil the date such
control ceases. The costs incurred in the acquisjirocess are expensed in the year they are @ttufhe assets and
liabilities, the charges and income of companiessotidated with the line-by-line method are fulhciuded in the
consolidated financial statements; the book vafuevestments is eliminated against the correspundhare of equity
of the investee companies. Receivables and payahdesvell as the costs and revenues arising framsactions
between companies included in the consolidatioa are entirely eliminated; the capital gains arsbés arising from
transfers of assets between consolidated compatties,gains and losses deriving from transactionsvesn
consolidated companies related to the sale of aslsat remain as inventories of the purchasing @mmpthe write-
downs and write-backs of investments in consolilatempanies, as well as intercompany dividends ase
eliminated.

At the date of acquisition of control, the net egquif the investee companies is determined byhaiting to the
individual assets and liabilities their currentual Any positive difference between the acquisittmist and the fair
value of the net assets acquired is recognizeGasdwill”; if negative, it is recognized in the imme statement.

The equity and profit shares attributable to mityoiiterests are recorded in specific items ofghareholders’ equity
and income statement. In the case of acquisitiopagtial control, the equity share of minority irgsts is determined
based on the share of the current values assignaskets and liabilities at the date of acquisitiboontrol, excluding
any goodwill attributable to them (so-called pdrtimodwill method); in relation to this, the mingriinterests are
measured at their total fair value, also includimg goodwill (negative goodwill) attributable teeth. The choice of the
methods for determining the goodwill (negative goii)l is made based on each individual business hination
operation.

In the case of shares acquired subsequent to thasiémn of control (purchase of minority intergstany difference
between the acquisition cost and the correspormtimtion of equity acquired is recognized in theiggsimilarly, the
effects arising from the sale of minority interesithout loss of control are recognized in equity.

If the acquisition value of the shares is highantithe net equity pro-quota value of the investdias, positive
difference is attributed, where possible, to thé amsets acquired based on their fair value wihiée remainder is

recorded in an item of assets, “Goodwill”.
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The value of goodwill is not amortized but is suj®, at least on an annual basis, an impairmesitwhen facts or
changes in the circumstances indicate that thejiogrivalue cannot be realized. Goodwill is bookéd@st, net of
impairment losses. If the carrying value of theeisiynents is lower than the net equity pro-quotaevalf the investees,
the negative difference is recognized in the incetaéement. The acquisition costs are booked imtmme statement.
Associated companies are those over which a sigmifiinfluence is exercised, which is presumedxist evhen the
shareholding is between 20% and 50% of the voiiglgts. Investments in associates are initially rded at cost and
subsequently accounted for using the equity metfde: carrying value of these investments is in hmiéh the
Shareholders’ equity and includes the recordinthefhigher values attributed to assets and ligdsliand any goodwill
identified upon acquisition. The unrealized gainsd alosses generated on transactions between thentPar
Company/Subsidiaries and the investee valued \ighejuity method are eliminated based on the vaflube stake
held by the Group in the investee; the unrealinsdds are eliminated, except when they represantgirment.

The financial statements of the Subsidiaries usethfe purpose of preparing the Consolidated Fiiah&tatements are
those approved by the respective Boards of Directdhe data of the Consolidated companies are tadjus/here
necessary, to harmonize them with the accountiaugdstrds used by the Parent company, which are gnirso IFRSs

adopted by the European Union.

Business combinations

The business combinations through which the comtrain entity is acquired are recognized, purstmthe provisions
of IFRS 3 - Business Combinations, by using theussitipn method. The cost of acquisition is the falue at the date
of purchase of the assets acquired, the liabilsissumed, and the equity instruments issued. Tdwifihble assets
acquired, the liabilities and the potential liatls assumed are recognized at acquisition-datedhie, except deferred
tax assets and liabilities, assets and liabilif@semployees' benefits and assets held for satddsb based on the
relevant accounting standards. The difference betwke cost of acquisition and the fair value @ #tquired assets
and liabilities, if positive, is recorded underangible assets as goodwill and, if negative, afezifying the correct
measurement of the fair values of assets anditiabilacquired and the cost acquisition, is recogphidirectly in the
profit and loss account as gain. The acquisitidateel costs are recognized in the income statembaeh they are
incurred. The cost of acquisition also includes toa@tingent consideration, recognized at fair vadtighe date of
control acquisition. Subsequent changes in faiueadre recognized in profit or loss or the ovepadifit and loss
account if the contingent consideration is a finanasset or liability. Contingent consideratiomsssified as Equity are
not recalculated and the subsequent settlementauated for directly in Equity. If the businessrdmnations through
which control is acquired occur in multiple stagé® Group recalculates the equity interest it jonesly held in the
acquiree at fair value at the acquisition date mwbgnizes in the profit and loss account any tieguprofit or loss.
Acquisitions of minority interests in entities fahich control is already held or sale of minorityarests which do not
involve the loss of control are considered as Bqtiansactions; therefore, any difference betwedw®sn ¢ost of
acquisition/divestiture and its acquired/divestaxttipn of Shareholders' equity is recognized tousdthe Group's
Shareholders' equity.

In the event of purchase of non-controlling intésegoodwill is only recognized for the portionraititable to the
parent company. The minority interest amount i®ieined in proportion to the minority intereststire identifiable
net assets of the acquiree. Incidental expensasedeto the acquisition are recognized in profitlass when the
services are rendered.
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Consolidation area and principles

The companies included in the consolidation areaf&l December 2016 and consolidated throughitteely-line,

proportional method or equity method are the foltayv

Direct Indirect
Company name Registered offices Paid-up capital _Group controlling controlling
interest interest interest
Parent company
Ascopiave S.p.A. Pieve di Soligo (TV) 234,411,575
100% consolidated companies
Ascotrade S.p.A. Pieve di Soligo (TV) 1,000,000 89.00% 89% 0%
AP Reti Gas S.p.A. Pieve di Soligo (TV) 1,000,000 100.00% 100% 0%
Etra Energia S.r.l. Cittadella (PD) 100,000 51.00% 51% 0%
AP Reti Gas Rovigo S.r.l. Rovigo (RO) 7,000,000 100.00% 100% 0%
Edigas Esercizio Distribuzione Gas S.p.A. Pieve di Soligo (TV) 1,000,000 100.00% 100% 0%
Amgas Blu S.r.l. Foggia (FG) 10,000 80.00% 80% 0%
Blue Meta S.p.A. Pieve di Soligo (TV) 606,123  100.00% 100% 0%
Pasubio Servizi Sr.l. Schio (VI) 250,000 100.00% 100% 0%
Veritas Energia S.p.A. Pieve di Soligo (TV) 1,000,000 100.00% 100% 0%
Companies under joint control consolidated with net equity method
ASM Set Sr.l. 1y Rovigo (RO) 200,000 49.00% 49% 0%
Estenergy S.p.A. (2 Trieste (TS) 1,718,096 48.999%  48.999% 0%
Unigas Distribuzione S.r.l. 3) Nembro (BG) 3,700,000 48.86% 48.86% 0%
Subsidiary companies consolidated with net equity m ethod
Sinergie Italiane S..r.l. inliquidazione Milano (MI) 1,000,000 30.94% 30.94% 0%

(1) Joint control with ASM Rovigo S.p.A,;

(2) Joint control with AcegasApsAmga S.p.A,;

(3) Joint control with Anita S.p.A

As far as the companies ASM Set S.r.l., EstenergyAS and Unigas Distribuzione S.r.l. are concernefier
purchasing part of their share capital, the Gratpfarth a governance structure and decision qudourthe Board of
Directors and the Shareholders’ Meeting so thatoitild have the joint control of the affiliated coamy, pursuant to

IAS 31 international accounting standard.

Compared to 31 December 2015, it is noted that®March 2016 100% Ascopiave S.p.A. controlled comyp AP
Reti Gas S.p.A was created. Furthermore, on 1 20l6 to ensures compliance with the provisions BE&SI on
unbundling ASM Distribuzione Gas S.r.| was renarimd AP Reti Gas Rovigo S.r.l.
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Synthesis data of fully consolidated companies arjdintly controlled companies consolidated through

the equity method

- Revenuesfrom . Net financial position Refereqce

Description sales and service Net result Net equity - accounting

supply (liquid assets) principles

Amgas BluS.r.l. 18,317 1,918 2,184 (209) lta Gaap
AP Reti Gas S.p.A. 39,231 7,687 306,403 (6,420) IFRS
Ascopiave S.p.A. 56,372 33,700 394,246 134,940 IFRS
Ascotrade S.p.A. 285,965 25,044 40,709 (18,629) IFRS

Blue Meta S.p.A. 67,377 5,491 10,332 (8,695) lta Gaap

Edigas Esercizio Distribuzione Gas S.p.A. 5,179 1,163 10,306 (79) lta Gaap
Estenergy S.p.A. 125,199 10,374 23,505 (4,002) IFRS

Etra Energia S.r.l. 7,175 463 885 (1,024) lta Gaap

Pasubio Servizi S.r.l. 35,003 3,550 6,430 (7,322) lta Gaap

AP Reti Gas Rovigo S.r.l. 4,338 1,332 14,056 (770) lta Gaap

ASM Set S.r.l. 25,676 1,925 2,195 (4,419) lta Gaap

Unigas Distribuzione S.r.l. 13,430 2,728 41,173 1,889 lta Gaap

Veritas Energia S.p.A. 81,485 2,285 4,201 1,877 lta Gaap

The financial statements of subsidiaries preparegyant to national accounting standards are hammdnupon
consolidation.

Information on consolidated subsidiaries with minoity interests

The company Ascopiave S.p.A. holds interests irsobaiated subsidiaries in which, in some casesd tharties hold
minority interests. Please refer to the informatiahle contained in the previous paragraph foritickcation of the
controlling interest relating to each consolidatedhpany. The management deems that the stake thatity)interests

hold in the assets and financial flows of the Asae@ Group is not significant.

Assessment criteria

The evaluation principles adopted by the Groupreperted below:

Goodwill: the goodwill obtained from the acquisition of besia branches operating in the supply and sale ofsga
initially booked at cost and represents the exadsthe purchase price compared to the portion peng to the

purchaser for the net fair value referred to valdestifying the current and potential assets éauillties.
After the initial booking, goodwill can no longee lamortized and is reduced by any losses of value.

Gooduwill is subjected to an annual recoverabilitglgsis, or a more frequent one if events or chamgeircumstances

occur which can lead to the emergence of possilsieel of value.

With the intent of analysing the recoverabilitye thoodwill acquired through groups of companiealliscated, as of
the acquisition date, to each of the units (or geoaf units) that generate financial flows with tAeup that it is held
would benefit from the synergy effects of the asdian, without regard to the allocation of othesets or liabilities of

these units (or groups of units).
Units generating financial flows:

0] represent the lowest level, within the Group,vthich the goodwill is monitored for internal maement

purposes;
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(i) are no greater than one sector, as defingderprimary or secondary indication scheme of theud pursuant
to IFRS 8 “Product information sector”.

Loss of value is determined by defining the recalsb value of a unit, which generates flows (orugof units) to
which the goodwill is allocated. When the recovégalmlue of a unit which generates flows (or grafpunits) is
inferior to the book value, a loss of value is gaded. In cases in which the goodwill is attributeda unit which
generates financial flows (or group of units) whishactivated through partial abandonment the gdlb@ssociated
with the transferred profit is considered in orderdetermine the positive or negative change dédrifrem the
operation. Goodwill transferred in such cases lsutated based on the values relative to the asamsferred with

respect to the asset still held regarding the samite

Other intangible assets intangible assets mainly include assets pertgitinconcessions between the public and the
private sectors (so-called service concession agrets) related to development, financing, managénaem
maintenance of infrastructures in concession, a€h

(i) the lessor controls or regulates the services mpply operator through the infrastructure andrtheces;

(i) the lessor controls through property, ownershiperiefits or in other ways any significant remagnprofit-

sharing at the end of the concession.

Other intangible assets also include the recognitibthe fair value of customer lists resultingrfrahe acquisition of
companies operating in the sale of natural gasedectricity that occurred in previous years andhe current year
(Veritas Energia S.p.A.) rather than, the recognitof charges paid to the awarding entities (Mypatifies) and/or the
outgoing operators subsequent to the assignmenoratice renewal of the relevant invitation to tentte award the
service of natural gas distribution.

As concerns the write-off period:

(i) the customer lists are amortized on a straightdiasis, based on the estimate of the benefitswitihhave
effects in future years and determined during theclfase Price Allocation. In particular, the Dimsthave
established that the useful life associated withtamer lists is ten years, due to the low turnaate of
customers, represented mainly by civil users;

(i) the concessions for the service of natural gasiloiigion are amortized on a straight-line basisdobon the
duration of the concession period. The amortizapeniod of the concessions acquired by the Ascapiav

Group is equal to twelve years pursuant to theladgry framework.

After the initial reporting, as they have a defingseful life, intangible assets are booked nethef accumulated
relevant amortization operations and net of angdesin value, determined with the same basis itetichelow for

tangible assets. The useful life is then re-exathio@ an annual basis, and any changes, if necessage

prospectively.

Assets acquired under financial leases are bookE&drasalue, net of taxes due by the lessee dovikr, at the current
value of the minimum lease payments, including aoyn payable for the exercise of the option to paseh in

intangible assets offsetting the financial dekhmlessor.

Any profits or losses deriving from the sale ofiatangible asset is determined as the differented®n the disposal

value and the book value of the asset, and aretsghon the income statement at the time of the sal
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Duration and residual value of assets under concaes: The gas distribution activity is carried out asoaeession,

i.e. the local public bodies entrust the supplythe service to the company. Regarding the duraifoconcessions,
Legislative Decree n. 164/00 (so-called Letta Derstated that all concessions should be put teteby the end of
the “transitional period” (for the Ascopiave Growgiter 31 December 2012) and that the new ternh@ftbncessions
will not exceed twelve years. On expiry of the ceggions, the operator, upon the sale of its digidh networks,

except for assets to be relinquished, receives easgiion as defined by the criteria of the indaktstimate.

In relation to the estimates made by managemerddtarmining the depreciation method, the net badike of assets

at the expiration of the concession should notigkdr than the above mentioned industrial value.

Tangible fixed assetstangible assets are booked at their historic, ¢gosluding accessory costs directly ascribable to

the putting into operation of the asset for thefasavhich it was acquired.

Lands - both free of constructions and annexedivd and industrial buildings - were generally aooted for
separately and are not depreciated since theyemreats with an unlimited useful life.
Maintenance and repair costs that are not subjegiltiing and/or extending the residual useful dif@assets, are spent

in the year in which they are borne. Otherwisey e capitalized.

Tangible assets are presented net of the relevaninmlated depreciation, and any losses of valuerméned
according to the basis described below. Amortiratocalculated in uniform instalments based onesteamated useful

life of the asset for the company, which is re-exed annually, and any changes, if necessary, ademprospectively.

The main economical-technical rates used are ksvsl

Buildings 2%
Equipment 8.5% - 8.3%
Furniture 8.80%
Electronic equipment 16.20%
Basic hardware and software 20%
Motorcars, motor vehicles and similar 20%

The book value of tangible fixed assets is suli@aterification in order to report any loss of vaJishould events or
changes of situation suggest that the book valuemoabe recovered. Should there be an indicatfdhis type and, in
the event the book value should exceed the presus@ization value, the assets are devalued so asflect their
realization value. The realization value of thegiaite fixed assets is represented by the greattreofiet sales price and

the value of use.

Losses of value are reported on the income statewiéinthe costs for amortizations and write-dow8ach losses of

value are restored should the reasons for thesecaease to exist.

When the asset is sold or if there are no futummemic benefits expected from the use of the agsist,eliminated
from the financial statements and any loss or p(célculated as the difference between the sdigevand the book

value) is entered in the income statement of tlze géthe above-mentioned elimination.

Shareholdings:
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The shareholdings recognized in this item relatoitg-term investments; the Group classifies itarsholdings into
the following categories:

» shareholdings accounted for using the equity method

e other shareholdings

Shareholdings accounted for using the equity methodhese shareholdings are in turn divided into tategories:

» Shareholdings in joint companies The shareholdings in joint companies, i.e. inaktithe Group controls the
entity with other shareholders, are accounted &ngithe net equity method. The profit and lossoant
shows the share of the Group in the operating fpodfthe joint company. According to the equity e,
shareholdings are recognized in the balance sheebsd adjusted for post-acquisition changes @ rtbt
assets, net of any loss in value of individual shatdings. The excess of acquisition cost as coeapbtr the
share attributable to the Group of the identifidile value of assets, liabilities and contingeabilities of the
company at the acquisition date is recognized ashgdl. Goodwill is included in the carrying valu# the
investment and is subject to impairment tests.

» Shareholdings in affiliate companiesThe shareholdings in affiliate companies, i.e. hick the Group has a
significant influence, are accounted for using tie equity method. The profit and loss account shtive
share of the Group in the operating profit of tiffdiate. If an affiliate company detects adjustrtedirectly
attributable to the net equity, the Group recognite share and includes it, where applicablehéngtatement

of changes in the net equity.

In the event the loss attributable to the Groupeers the book value of the shareholding, the lateancelled and any
excess is recognized in a special fund to the étteat the Group has legal or constructive oblmadi towards the
subsidiary to cover its losses or, however, to nakgments on its behalf. If, at a later stage,ldlss does no longer

exist or has decreased, a reversal of an impairtosats booked in the income statement, up toass.

Shareholdings in other companiesthe shareholdings in companies other than sub&diaaffiliate and joint ventures
(generally with a stake lower than 20%), if theiir fvalue at the date of the balance sheet carexdetermined because
the related shares are not listed, are valuededat ¢bst of purchase or subscription, minus anyayegent of principal,
and are subsequently adjusted for losses in vatermined in the same manner previously describethé tangible

assets.

Other non-current assets are booked at their nominal value adjusted for lsses in value, corresponding to the

amortized cost.

Financial assets
The Group classifies its financial assets intofttlewing categories:

e assets at fair value through Profit or Loss;

* |oans and receivables;
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» financial assets held to maturity;
+ financial assets available for sale.

Financial assets at fair value through Profit or Ls this category includes financial assets acquioedhe purpose
of selling in the near term, as well as derivati(fes the latter, please refer to the specific gaaph below). The fair
value of these instruments is determined regarthiegmarket value at the closing date of the repgrgeriod. The
changes in fair value of the instruments fallinghivi this category are immediately recognized i pinofit and loss

account. The distinction between current and nareoti reflects the directors' expectations regardheir trading.

Loans and receivables This category includes loans not represented bivatere instruments and not listed on an
active market, from which fixed or determinable paynts are expected. These assets are initiallygnéoed at fair
value and, subsequently, measured at amortized usisy the effective interest rate method. If thesxeobjective
evidence indicating impairment, the assets' vaueduced to such an extent as to be equal toisheuwhted value of
future cash flows: the impairments determined ug@nimpairment test are recognized in the profit boss account.
If, in subsequent periods, the reasons for theipuswvrite-downs cease to exist, the value of gsts is restored up to
the value that would have resulted from the appticaof the amortized cost if the impairment testlmot been
performed. These assets are classified as curseatsa except for those due beyond 12 months, venelncluded in

non-current assets.

Financial assets held to maturity:this category includes financial instruments, otttean derivatives, with fixed
maturities and that the Group has the intention aitity to hold in its portfolio until maturity. Aiey are classified as
current assets if their contractual maturity is isaged within the next 12 months. If there is otiecevidence
indicating impairment, the asset's value is reduoeglich an extent as to be equal to the discowatie of future cash
flows: the impairments determined upon the impainngest are recognized in the profit and loss actolf, in
subsequent periods, the reasons for the previos-downs cease to exist, the value of the assetsstored up to the

value that would have resulted from the applicatibthe amortized cost if the impairment test hatlbeen performed.

Financial assets available for saleThis category includes financial assets, othem tkharivative instruments,
specifically designated as falling within this qaiey or not classified in any of the previous itemibese assets are
measured at fair value, which is calculated regardnarket prices at the date of annual or intenmarfcial statements,
or through financial evaluation techniques and n&decognizing their changes in value in a spea&fijuity reserve.
The classification as current or non-current dependthe intentions of the Management and the betagketability of

the security itself. They are classified as curessets if they are expected to be realized witBimonths.

Inventories: inventories are booked at whichever of the follyvis lower: purchase and/or manufacturing cost,
determined pursuant to the weighted average ca#s,bar the estimated realizable net value. Theewization value

is determined based on the estimated sales priverinal market conditions, net of direct sales €ost

Obsolete and/or slow to realize inventories ardteamidown in relation to their presumed possibibfyuse or future

realization. The write down is eliminated in théldwing years, should the reasons for its causee#aexist.
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Inventories of stored natural gas
The inventories of stored natural gas, are bookeehiwhever of the following is lower: purchase tiogluding
incidental expenses, determined by applying thgmed average cost, or the spot market value atltiseng date of

the period.

Trade receivablesand other current assetstrade receivables and other current assets, wiqsgy is within normal
commercial trading terms, are not discounted bauk are booked at amortized cost net of the relevalte losses.
These are suited to their presumed realizationevéttuough the reporting in a specific adjustmemdfuwhich is
constituted when there is objective evidence that@ompany will be unable to receive credit for dhiginal value.
Provisions to the reserve for doubtful accountsrep@rted on the income statement. Additionallg, @roup sells some

of its trade receivables through sale operationsadivables (“factoring”). Factoring transacti@me with recourse.

Cash and cash equivalentghey include cash values, values available ditsther short term financial investments.

They are accounted at nominal value.

Own shares Re-acquired own shares are taken as a decredlse assets. The original cost of own shares, r@&n

from sales and any other subsequent variationesegnized under the net equity.

Benefits for employees benefits guaranteed to employees, paid when t@r &mployment ceases, by means of
programs with defined benefits (Employees' leavingemnities) or with other long-term benefits (rethent
indemnity) are recognized in the period when thétraccrues. The liability related to defined bérngans, net of any
plan assets, is determined based on actuarial assums and is recognized on an accrual basis densisvith the
employment period required to obtain the benefisfined benefit plans also include severance indign(hiFR) owed

to the employees of the Group companies pursuafiticle 2120 of the Italian Civil Code, accruedgrto the reform

of this regulation occurred in 2007 (Finance Ack@th December 2006 no. 296), subsequent to wkiclcompanies
employing more than 50 persons and for quotas adccommencing 1st January 2007, the Severance niteis

classified as a defined contribution plan.

The Group's obligations are separately determine@dch plan, by estimating the present value tofréubenefits that

employees have accrued during the current yeairapcevious financial periods. This calculatiorpisrformed using

the projected unit credit method.

The components of the defined benefits are recedras follows:

- the re-measurement components of liabilities, winchude actuarial gains and losses, are recogrimatediately
in Other comprehensive income (loss);

- costs related to the provision of services aregeized in the profit and loss statement;

- net financial charges in the defined benefit ligpére recognized in the income statement;

The re-measurement components recognized in Othmeprehensive income (loss) are never reclassifigtie profit

and loss statement of the following years.
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For the Severance indemnity accrued after 1st Jarl7, the company is only required to pay coutions to the
State (so-called Fondo INPS) or to a trust fund tegally separate entity (so-called Fund) anceiemnined based on
contributions due.

Moreover, the Group has signed compensation plarttyfbased on Ascopiave S.p.A. shares and sdtiledigh the
delivery of shares (stock option plans, long-teneentive plans), recognized as liabilities and mesbat fair value at
the end of each accounting period and up to the Gfpayment. Any subsequent change in fair vaduedognized in
the profit and loss statement.

The remaining part of the plan instead is paidhia form of options that can only be sold for calhe cost of cash
operations is evaluated initially at the fair vala® of the date of allocation. In particular, tHang adopted by the
Group include the allocation of rights includingkaowledgement in favour of the beneficiaries ofeatraordinary
payment linked to the reaching of pre-set objestitiee financial regulation of which is based om titend of the share
title. This fair value is spent in the period until matioa with reporting of a corresponding payable. Tibbility is re-
calculated upon each closure of the period, uméldate of regulation, with all changes made tdfdirevalue reported
on the income statement.

In 2016, the compensation plans relating to thequtimg three-year period were settled; this opandtias entailed the
allotment of 99,078 shares. Pursuant to the rubeeming the plan, there were no other allotmemthé period, since
the benefits will accrue at the end of the finahg@ar. These compensation plans are accountad tammpliance with
the requirements set out in IFRS 2.

For more details on the compensations paid dutegyear 2015, please refer to “Section II” of thenRineration
Report, prepared pursuant to Art. 123 - ter LegiigtaDecree no. 58/1998 (TUF).

Reserves for risks and chargesThe reserves for risks and charges concern codtglzarges of a given type, and of
certain or probable existence, which on the closiate of the financial year are undetermined imgeof amount or
due date.

Provisions are reported when:

(i) there is a current obligation (legal or impl)dhat derives from a past event;

(ii) an outlay of resources is likely in order teet the obligation;

(i) a reasonable estimate can be made as tortioeiiat of the obligation.

On the other hand, where it is not possible toycatrt a probable estimate as to the obligatiorgltrnatively, it is
deemed that the outlay of financial resources Iy possible and not probably, the relevant poténitdoility is not

marked in the financial statements, but rather maatl appropriately in the explanatory notes.

Provisions are reported at the representative vafltbe best estimate of the amount that the compasuld pay to
extinguish the obligation, or to transfer it torthparties upon period end. If the effect of dis@ting is significant, the
allocations are determined by discounting backetkgected future financial flows at a pre-tax ratéch reflects the
market's current valuation in relation to time. Wlikscounting is carried out, the increase in thecation due to the

passing of time is reported as a financial charge.

Financial liabilities: financial liabilities include the medium and lorey#h loans recorded initially at fair value, net of
any transaction costs incurred and, subsequentigsared at amortized cost, calculated by applyiwg effective

interest rate, net of principal repayments alreadge.
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When a condition of a long-term financing contiiactiolated, on or before the date of the finanstatements, causing
the liability to become payable on demand, theiliighis classified as current, even if the lendhers agreed - after the
reference date of the financial statements andrbédfe authorization for its publishing - not tmuéee the payment
because of the breach. The liability is classifisdcurrent because, as of the date of the finasEt#ments, the entity

does not have an unconditional right to deferétiement for at least twelve months after thaedat

Other current financial liabilities are measureduatortized cost and are eliminated when they atkedethat is when

the specific obligation in the contract is fulfillecancelled or has expired.

Trade payables and other payables: trade payablexse expiry is within normal commercial tradingnts, refer to
financial liabilities resulting from trade transiacts and are recognized at amortized cost.

Payables in a currency differing from the accountency are booked at the exchange rate of theofithye operation
and, subsequently, are converted at the exchatg@&saof the date of financial statements. Anyipwfloss deriving

from conversion is reported on the income statement

Other current liabilities: This item includes supdiransactions, which are booked at their nomiadti®, corresponding

to their amortized cost.

Derivative financial instruments: The Group hol@sidative instruments for the purposes of hedgiagkposure to the
risk of changes in methane gas and electricityegrid\bout such activity, the Group must manageities associated
with the misalignment between the indexation formsuielating to the purchase of gas and electritythe indexation
formulas linked to the sale of the same commodifi&® instruments used to manage the risk relatdioet volatility of
goods prices basically consist in commodity-swapeagents, aimed at pre-establishing the effectshensales
margins irrespective of the changes in market ¢mrdi.

The transactions which, pursuant to risk managermelities, satisfy the requirements of the inteoral accounting
standards for hedge accounting, are classifiedhadding transactions” (and recognized as set olawwpeOn the
contrary, those which, despite having hedging pseppdo not meet the requirements envisaged binthenational
standards, are classified as “trading transactidnghis event, the changes in fair value of dafiixes are recognized in
the profit and loss account in the period in wititly occur. The fair value is determined basecherréference market

value.

Derivatives embedded in financial assets/liabditae separated and assessed at fair value, eecegdses where,
pursuant to IAS 39, the strike price of the derxafat the starting date is close to the valuerdateed based on the
amortized cost of the reference asset/liabilitythiis event, the valuation of the embedded derieat absorbed in the

valuation of the asset/financial liability.
Fair value hierarchy
Financial assets and liabilities measured at faluer are classified in a three-level hierarchy dase the methods for

determining the fair value itself, or based onrgdevance of the information (input) used in deieiny their value:

() Level 1, financial instruments whose fair valuelédermined based on a price listed in an activeketar
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(i) Level 2, financial instruments whose fair valuelé&ermined using valuation techniques that useHreatks
which can be observed directly or indirectly on tharket. This category includes instruments vahlgsed on
market forward curves and short-term contractslitference;

(i) Level 3, financial instruments whose fair valualéermined using valuation techniques that useHreatks

which cannot be observed on the market, that isguskclusively internal estimates.

The Group, as of 31 December 2016, has only one offfinancial instruments on commodities fallingthin the

scope of level 3.

Revenues and costgevenues and costs are booked on an accrual basis.

The revenues from sales and service performanaeengnized to the extent to which it possibledtedmine their fair

value, and it is likely that the connected econobreaefits will be enjoyed upon transfer of the sisind advantages

typical of the property or upon performance of seevice. Depending on the type of operation, regsrare entered
based on the following specific criteria:

* the revenues from natural gas transportatiorregegnized at the time when the supply or the serare provided -
although not yet invoiced - and are determined diplwning estimates with the values recorded dutfiegfinancial
year based on the so-called reference tariffsydieroto determine the restriction on total reveragprovided for by
the regulations issued by the Authority for Elegty, Gas and Water;

« the revenues for gas sales are recognized antiment of disbursement and depend on the type sibmer. The
product sector norms hold that, in relation to owstrs that have not chosen to utilize the righditectly negotiate
the conditions for supplies with the company thaltssthe gas, mainly consisting of domestic ustrs,tariffs for
natural gas sales are regulated and updated duabi@sed on Resolution made by the Authority foedHiical
Energy, Gas and Water (“AEEGSI").

« the contributions received by users for connecservices or for parcelling works, if not in rédat to costs incurred
into for network extension, are reported in theolme statement;

« the revenues for service performance are recedniegarding the level of completion of the acyivitased on the
same criteria applied to works performed upon ortiecase it is impossible to determine their valihe revenues
will not be not booked until the amounts of thetsascurred into are deemed recovered,;

* Revenues are entered net of all discounts, relzaite premiums, as well as the taxes directly ottede

As concerns, the quantification of consumption, owncing ¥ January 2013, the AEEGSI has amended, by resplutio
229/2012/R/IGAS dated 31 May 2012, the Network Caplgointing Snam Rete Gas S.p.A. as the entity argehof
allocating natural gas to the sales companies.rédalution has also amended the deadlines forubécation of the
temporary and definitive allocations, which, upthe previous financial year, were performed by llatistributors in
the three months subsequent to those of consumptidhe end of which the final allocation was ditifie.

Commencing T January 2013, the allocation methods envisagetibdication of a first allocation during the month
following that of consumption which will be subjett a first adjustment session within the monthMsy of the
following financial year, and undergo further refinent as part of the multi-year adjustment sessmih& carried out

in the following years up to the limit of five yesar

The adjustment sessions modify the first allocaidyy considering the further information received lbcal

distributors and transmitted to Snam Rete Gas S.p.A
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The regulatory changes described above, theragfererate a scenario in which it is possible thattmounts allocated
in the first phase are adjusted after the ternappfoval of the draft financial statements.

For the purpose of valuation of revenues for thgpbluof natural gas to end-customers, given theledgry change and
the adjustments that occur during the followingry¢he Group has deemed it reasonable, in ordeietermine the
revenues, to balance the cubic meters sold (extbeptubic meters consumed by clients subject totimhpmeading)
with the cubic meters allocated by Snam Rete Ga#\S.

The physical quantities allocated during adjustns@sisions are subject to valuation in the followiagr subsequent to
the publication of the data made available by SRate Gas S.p.A.

By resolution 250/2015/R/GAS dated"2Blay 2014, the AEEGSI approved the request subehiite Snam Rete Gas
S.p.A. to perform the 2013 annual session adjudtrbgnthe month of May 2015 as part of the first tinpkar
adjustment session that will affect the financiehrs 2013 and 2014.

Following the decision above, the AEEGSI, with Rason 276/2015/R/GAS dated 9th June 2015, suspkrtde
payment of the invoices issued subsequent to therfiulti-year adjustment session as well as thanicof the invoices
as part of the activities for monitoring the potahexposure of the system against the user, f®ttithe necessary to
conduct the required audits and, in any case, viitielines suitable to ensure the proper executibrthe next
adjustment session. The recent resolution has qaesdy outlined a scenario that exposes the Gtougssume the
positive and negative economic effects arising friva probable modification of the allocated voluraasl the
volumetric differences that are naturally formedlifierent parts of the network where natural gameasured. In this
regard, it should be noted that the economic effdwat the Group has recorded because of the daituperform the
adjustment session affect the financial years 2848 2014 as well as the effects accrued in 2015repoesent
consistently the results achieved by the Groupntaaiing a conservative approach and safeguartimgdarrelation of
costs incurred and revenues generated, the disehtore considered it appropriate to balance thé aukters sold
during the reference year with the cubic metescalied by the entity in charge of the balance; vewehe economic
effects of the measurement differentials of theviogs years have been taken into consideration.

The coefficient used to separate the revenues gexkby the measurement differential is the ragiwien the cubic
meters placed in the network by the leading distab and the cubic meters read at the point of lnezty by the
distributor itself. This percentage is believed#a much more reliable estimate, by virtue ofsiigaificant amounts of
readings recorded during the years being analyseidh include real measurements of almost all guelivery points.
Once the effect resulting from the measuremenofasias separated, the residual differential betwbenvolumes
allocated by the entity in charge of the balancd #me volumes sold to end customers (billed basedaual
measurements), will be a probably adjusted. Thetjasements will be performed when the first validrrect
adjustment session is completed.

Based on current regulations or conventions, fitoispossible to establish when the results of ifls¢ ¥alid adjustment

session will be made available to the public.

At the end of financial year 2016, as in 2014 a@d% the amounts of natural gas valued at purchadesale may be

less than the amounts of gas actually sold.

Public contributions: public contributions are reported when there isasonable certainty that they will be received
and all relevant conditions are met. When publintdbutions are linked to costs components, they raported as

income, but are systematically divided up overpkeods, to be measured to the costs they aredateto offset. In
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case the contribution is related to an asset, $eetand the contribution are recorded at theirimalnvalue and their
recording into the income statement is accountedpfogressively along the useful life of the refae asset, with
constant shares.

Private contributions: it should be noted that private contributionseieed up to 31 December 2013 for the
construction of connections to users were fullyeesd in the income statement when the costs for tloastruction
were incurred and the work was commissioned. Tiéribwutions received for the construction of theseks that were
not related to the costs incurred for their corcdtom were suspended in liabilities and recogniredhe income
statement when the conditions were fulfilled. Thizgte contributions received for the constructadrconnections to
users are recorded fronY January 2014 in liabilities at the moment of paytard recorded to the income statement
from the date of connection construction, consisteith the recognition of costs to which the woreder and their
useful life.

Financial income and expensesncome and costs are booked by competence accaalitig interest accrued on the

net value of the relevant financial assets andlili@s, using the actual interest rate.

Income taxes current taxes are calculated based on an estiohdlte income before tax and are entered at theuam
that is expected to be recovered or paid to thatdborities. The rates and tax regulations usexlculate the amount
are those issued or basically issued upon year@matent taxation relating to elements reporteéally under assets

are reported directly as assets and not on theriactatement.

As far as the Tax on Company Revenue is conceriiilS), Ascopiave and the almost entirety of itsssdiaries
benefited for a three-year period 2016 -2018 ofrthional fiscal consolidation regime pursuantro &17/129 of the
Single Reference Text on Revenue Taxes (TUIR). Bpison enabled the calculation of IRES based daxable
amount equalling to the mathematical sum of thdtipesand negative taxable amounts of the singlmmanies that
comprise the consolidation. AscoHolding S.p.A. adsonsolidating company and determines a siaghkbte amount

for the entire group of companies that are pathefnational consolidation regime.

Each of the participating companies transfersnit®iine tax (taxable income or tax loss) to the cadesiing company
recognizing therefore in the income statementtiéa i'tax consolidation charges" or "tax consolidiatincome” for an
amount equal to the current IRES rate for the famgnyear (or the loss transferred), that will k@door used by the
parent company Asco Holding S.p.A.

Deferred tax assets are reported against all dietkicemporary differences and for tax assets tallities brought
forward, in the amount in which the existence dfahle future tax income is probable that can mddeeuse of the

deductible temporary differences and tax assetdialitities brought forward applicable, except the following:

- when deferred payable tax assets connected withctibte temporary differences derive from the aditi
reporting of an asset or liability in a transactitwat is not a company merger and that, at the tifnthe
transaction itself, has no effect on the profithef year calculated for the purposes of the statésnaor on the

profit or loss calculated for tax purposes;

- regarding taxable temporary differences associati¢ldl holdings in subsidiaries, associated compaaies

joint ventures, the deferred tax assets are reporily in the amount in which it is probable tha tdeductible
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temporary differences will reverse in the immedifatieire and that there is suitable tax income adairhich

the temporary differences can be used.

Earnings per share Earnings per share are calculated by dividingrteeincome for the period attributable to the
Company's shareholders by the weighted average ewwibshares net of own shares. For the purposetheof
calculation of the basic earnings per share, weifgpthat the numerator is the economic resulttf@ period less the
share attributable to third parties. There are mdepence dividends, conversions of preferred sharesimilar effects
that would adjust the results attributable to tidédérs of ordinary shares in the Company. Dilutedfits for shares
result as equal to those for shares in that orgishares that could have a dilutive effect do midteand no shares or

warrants exist that could have the same effect.

Use of estimates

The preparation of the financial statements reguihe management to provide estimates and assurapigsed on
complex and/or subjective judgments, estimatesdaseexperience and assumptions deemed to be eddsocand
realistic based on information available at theetiof estimate. This affects the values of the asaatl liabilities
reported on the consolidated financial statemergsyell as costs and revenues and informationimglad potential
assets and liabilities as of that date. If, in fh&ure, such estimates and assumptions, which asedbon the
management's best assessment, differ from thelastoamstances, they shall be modified so as teygropriate in
the period in which the circumstances arise.

Estimates are used to report:

e Duration and residual value of the goods in corioesshe gas distribution activity is carried o a
concession, i.e. the local public bodies entruststipply of the service to the company. Regardiegduration
of concessions, Legislative Decree no. 164/00 @ B#cree) stated that all concessions should b®gender
by the end of the "transitional period" (for thecApiave Group, between 31 December 2010 and 31nilmre
2012) and that the new term of the concessionsnatllexceed twelve years. On expiry of the conoassithe
operator, upon the sale of its distribution netvgorxcept for assets to be relinquished, receivagpensation
as defined by the criteria of the industrial estendn relation to the estimates made by manageritent
determining the depreciation method, the net baalker of assets at the expiration of the concessimuld
not be higher than the above-mentioned industridlies Estimates are also used to assess the effects
disputes on the application of distribution andsale tariffs, and those with the municipalities fbe
acknowledgement of the redemption value of assetmder the concession, returned upon its expiry;

* Permanent reductions in the value of non-finanaidets: At each balance sheet date, the Groupsasses
whether there are permanent reductions in the valad non-financial assets. Goodwill is tested fiossible
reductions in value at least annually and duriregytbar if such indicators exist; this requires stingate of use
value of the cash-generating unit to which goodwgilassigned, in turn based on the estimated dasls f
expected from the unit and their discounting basea suitable discount rate. As of 31 December 2015
book value of goodwill amounts to Euro 80,758 theouk (2014: Euro 80,758 thousand). Further detaitsbhe
found under Note 1;

* The valuation of the revenues from gas consumgtiowhich the actual reading is not yet available;
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» Provisions for risks on receivables, obsolete itwBes, the useful lives of intangible and tangifixed assets
and related amortization, employee benefits andneay plans based on stock options (so-called phanto
stock option), taxes and provisions for risks ahdrges.

The estimates and assumptions are reviewed pegitdiand the variations are immediately reflectedhe income
statement. In applying the Group accounting priesip the Directors have taken decisions based ensthted
discretional evaluations, with a significant effect the values reported on the statements. Howdveruncertainty
surrounding these assumptions and estimates maynuae results that, in the future, will need to dignificantly

adjusted at the book value of such assets andfailities.

Impairment of assets

The Group performs at least once a year an impairtest on tangible and intangible assets if thsgful lives are
indefinite or, more often, in the presence of esesuggesting that their carrying amount may notdmverable.
Goodwill is tested for possible reductions in vafttdeast annually and during the year if suchdattirs exist; this test
requires an estimate of use value of the cash-géngrunit to which goodwill is assigned, in turased on the
estimated cash flows expected from the unit ani thigcounting based on a suitable discount rate.

As of 31 December 2016, the accounting value of3bedwill is 80,758 thousand (2015: Euro 80,758 tamd).

Recognition of Revenue

Revenues from the sale of electricity and gas ecegnized and recorded upon delivery and includeattocation for
the services provided between the date of thedasling and the end of the year, but not yet iraaid his allocation is
based on the customer's daily consumption estimdtased on the historic profile, adjusted to réflaeather

conditions or other factors that may affect theszcomption under evaluation.

Amortization and depreciation

Amortization and depreciation are calculated basethe estimated useful life of the asset or theaiging term of the
concession; the useful life is determined by thedors, with the assistance of technical expevten the asset is
entered in the financial statements; the assessnmabuut the duration of the useful lives are basechistorical

experience, market conditions and expectationsitofé events that could affect the useful lifeJuding technological
innovations. On a regular basis, the company etedu@chnological and sector changes, dismantiigcibose-down
charges and the recovery value in order to updegasset's remaining useful life. This periodicaipdmay lead to a

change in the depreciation/amortization periodtand the depreciation/amortization quota for fujpeeods.

Duration and residual value of assets under coimmesEhe gas distribution activity is carried osta concession, i.e.
the local public bodies entrust the supply of tleeviee to the company. Regarding the duration afcessions,
Legislative Decree n. 164/00 (so-called Letta Derstated that all concessions should be put weteby the end of
the "transitional period" (for the Ascopiave Grolggetween 31 December 2010 and 31 December 2012handhe
new term of the concessions will not exceed twgkars. On expiry of the concessions, the operafmn the sale of
its distribution networks, except for assets toréequished, receives compensation as definechbyctiteria of the
industrial estimate. In relation to the estimatesdenby management for determining the depreciatiethod, the net
book value of assets at the expiration of the cesica should not be higher than the above mentiorhdstrial value.

Estimates are also used to assess the effectsmitds on the application of distribution and/de sariffs, and those
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with the municipalities for the acknowledgementtlod redemption value of assets as under the caonessturned
upon its expiry.

Provisions for risks
These provisions have been devised by adoptingdah®e procedures as in the previous years and ésringf to the
updated reports prepared by the lawyers and camslivho are examining the disputes, as well asdbas the

procedural developments of the latter.

Provision for doubtful accounts
The provision for doubtful accounts reflects th¢ineated losses connected with the receivables efcbmpany.
Provisions have been established to cover spetifies of insolvency, as well as in relation to etquk bad debts

estimated based on experience with respect tovedades with a similar risk profile.

Deferred tax assets
Deferred tax assets are recognized based on ekpastabout the Group's taxable income in futuraryeThe
assessment of the expected taxable income forutpoge of accounting for deferred taxes dependadaiars that may

vary over time and that might have significant etffeon the recoverability of deferred tax assets.

Benefits to employees
The expenses and related liabilities are calculatesd on actuarial assumptions. The effects gristm any changes

in these actuarial assumptions are recognizedspeeific shareholders' equity reserve.
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COMMENTS ON THE MAIN CONSOLIDATED BALANCE SHEET ITHS
Non-current assets

1. Goodwill

Goodwill, equal to Euro 80,758 thousand as of 3tddeber 2016, remains unchanged as compared to &dniber
2015. This amount refers in part to the surpluseareated by the delivery of the gas distributietworks by partner
municipalities in the period between 1996 and 129@ in part to the surplus value paid during teuésition of some

company branches related to the distribution afelafanatural gas.

Pursuant to International Accounting Standard 3@dgyvill is not subject to depreciation, but its mmment is verified

at least annually.

In order to determine the recoverable amount, doslgill is allocated to the Cash Generating Uninposed of the
natural gas distribution activity (gas distributiG®U) and to the Cash Generating Unit consistindpénatural gas

sale activity (gas sale CGU). The cash-generatiiig to which goodwill was allocated are the follogt

(Thousands of Euro) 31.12.2015 Increase Decrease 31.12.2016
Distribution of natural gas 24,396 24,396
Sales of natural gas 56,362 56,362
Total goodwill 80,758 80,758

The depreciation audit on goodwill has been caroiedby comparing the recoverable value of thevies of natural
gas distribution and sale with their accountinguealincluding the goodwill allocated to theAs no reliable criteria
exist to evaluate the sale value between the amradeavailable parties in the activity of gas salé distribution, other
than the criteria put forward in literature to exatke the branches of a company, the recoverable \afl the audited

asset is defined by its use value.

The recoverable value of gas sale and distribufinancial flow-generating units has been estimatsthg the
Discounted Cash Flow method, discounting back fherating financial flows generated by the assedamelves at a
discount rate representative of the cost of capital

The financial flows used to calculate the recovieralalue cover the forecasts formulated by the mament in the
Economic and Financial Plan for the period 2016&8afproved with resolution of the Board of Direstalated 28
February 2016.

The current sector legislation establishes that rthtural gas distribution service is awarded by meeaf tender
procedures in the minimum territorial areas witbie-established time limits.

The tenders for the award of the service in thetteial areas where the Group currently holds nadsts municipal
concessions — if the deadlines illustrated in ggutations (recently postponed by Law no. 21/2@t6)respected — will
mainly take place during the two-year period 2007& Although it is reasonable to believe that seemelers will be

launched and awarded before 31 December 2018, tbeofic and Financial Plan - and consequently #iso
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assessment methods adopted to determine the use ofathe gas distribution CGU - assumes that ttaufg during

the three-year period 2016-2018, will maintain tenagement of the current portfolio of concessions.

Regarding the activity of gas distribution, it wlagpothesized that in the period 2017-2019 the mamegt would
generate financial flows in line with those envisdgn the Economic and Financial Plan 2017-2019ewkbnsidering
the uncertainty that bears on the renewal of cages, it has been decided to estimate the finhlevaf the gas

distribution CGU by hypothesizing two alternativeegarios:

e scenario 1: The Group obtains in 2019 the renefvall the concessions and credits in effect on &tdnber
2016;

e scenario 2: The Group ends the activity of gagibtision in 2019, realizing the return value of fhlants as
per Art. 15 of Legislative Decree no. 164/2000;

Regarding scenario 1, the terminal value has begmated as an estimate of perpetuity as fromdbeyear specified
in the financial forecasts, and considering theneaaic terms and conditions of the renewals.

The growth factor (g) used for the purpose of daking the terminal value, has been estimated 1%, in line with

the inflation rate forecasts elaborated by BMI Reske and however lower than the inflation targethef European

Central Bank.

The cost of capital (WACC) of the gas distributi®®U was calculated assuming:

a) an average beta unlevered sector coefficienindisated by the AEEG in Attachment A of
Resolution 583/2015/R/com dated 2nd December 2015;

b) the level of financial leverage (ratio betweémaifcial debt and own means) is in line with the
financial structure of reference presumed by theEGEin Attachment A of Resolution
583/2015/R/com dated 2nd December 2015;

c) the market risk equal to 5.5% (5.5% as of 31dbdwer 2015), based on authoritative academic
sources, professional practices, market consemslitha guidance provided by Organismo lItaliano di
Valutazione (OIV);

d) the Risk-Free Rate adopted - equal to the anavalage of net yields on 10-year government
bonds as of 31 December 2016.

e) the cost of debt equal to the annual averad®-gfear Interest Rate Swap on Euribor, calculaged a
of 31 December 2016 and increased by a 3% spread;

f) an additional risk premium in order to calcul#ite cost of equity (Ke) equal to 1% (1% as of 31
December 2015).

Based on these elements, the average weightedfabst post-tax capital is equal to 4.73%. Thesesrhave been used
for updating cash flows in the period providedtigrthe Plan 2017-2019.
The cost of capital used to determine the valuthefperpetuity and the rate of discounting of #meninal value is

equal to 5.64% and was calculated based on theegiemameters and providing for an additional rissnpum for the
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calculation of the cost of equity (Ke) of 2.0% (2% of 31 December 2015)., to consider the uncéytaimthe possible
renewal of the concessions and their conditionrenéwal.

The results obtained have undergone sensitivitis,téis order to find out how the result of this essment process
might vary depending on the change of profitabiliigrameters assumed in future cash flows, of tlosviyyr rate
considered upon determining the terminal valuefdhe discount rate to discount the cash flowssTnalysis has led
the Directors to evaluate that the expected casisfican absorb normal variations of the paramédtigigighted with

respect to the sensitivity analyses generally peréal in assessment practice.

The Directors have identified - in scenario 1 - ethdiscount rate value and which variation in EBN Ponsidered

upon performing the impairment test could resuki imse value equal to the book value of the netasssociated with
the Distribution CGU. This additional sensitivitpalysis has led to identify the breakeven pointhaf CGU with a

discount rate of 7.0% (6.0% as of 31 December 204/53n average decrease in EBITDA equal to 24.7%% as of

31 December 2015).

The Directors have finally identified - in scenar®- which discount rate value and which variationplants
reimbursement values considered upon performingrtipairment test could result in a use value edqoighe book
value of the net assets associated with the Digtob CGU. This additional sensitivity analysis ted to identify the
breakeven point of the CGU with a discount ratd 26% (10.6% as of 31 December 2015), or an avetagease in
reimbursement values equal to 27.1% (19.1% as @fe&&kmber 2015).

The estimate of the recoverable value of the castemting units requires discretion and the usestifmates by the
management. Several factors related to the evalatidghe difficult regulatory context could requimereassessment of
any impairment losses. The circumstances and eveatsould cause a further verification of impagémh losses are

constantly monitored by the Company.

Regarding the activity of natural gas sale, castvdl used to calculate the recoverable value imph¢riee forecasts
made by management for the period 2017-2019. Timeirial value has been estimated as an estimatepefgetuity

based on results expected for 2019.

The growth factor (g) used for the purpose of dating the terminal value, has been estimated%#1(1.5% as of 31
December 2015), in line with the inflation rate doasts elaborated by BMI Research and however |tiear the

inflation target of the European Central Bank.

The cost of capital (WACC) of the gas sale CGU walsulated assuming:

a) a beta unlevered coefficient determined based samaple of comparable companies (listed Italianitytil
companies); stock market prices were observed aperiod of two years on a weekly basis;
b) the level of financial leverage (ratio between ficial debt and own means) in line with the finahstaucture

of reference (ltalian multi-utility companies);
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c) a market risk premium equal to 5.5% (5.5% as ofD&kember 2015), based on authoritative academic

sources, professional practices, market consensdsttze guidance provided by Organismo Italiano di

Valutazione (OIV);

d) the Risk-Free Rate adopted - equal to the annwabge of net yields on 10-year government bondsf 84
December 2016;

e) the cost of debt equal to the annual average ofeBd-Interest Rate Swap on Euribor, calculatedfalo
December 2016 and increased by a 3% spread (3%34sxecember 2015);

f) an additional risk premium in order to calculate #ost of equity (Ke) equal to 2% (2% as of 31 Dewer
2015).

Based on these elements, the average weightedfcibst post-tax capital is equal to 5.24% (5.83%fa31 December
2015). These rates have been used for updatingfloaghin the period provided for by the Plan 2@JL9.

The cost of capital used to determine the valuthefperpetuity and the rate of discounting of #eninal value is
equal to 5.82% (6.38% as of 31 December 2015) aagloalculated based on the above parameters avidipgpfor a
further additional risk premium or the calculatiohthe cost of equity (Ke) of 3% (3% as of 31 Debem2015), to

consider a fiercer competitive context.

Considering the other hypotheses described, theveeable value of financial flow-generating units fjas sales is
higher than the accounting values and thereforectimelitions are not met to proceed to devaluinggbedwill for

depreciation.

The results obtained have undergone sensitivitig,tés order to find out how the result of this essment process
might vary depending on the change of profitabiliigrameters assumed in future cash flows, of tloevigr rate
considered upon determining the terminal valuefdhe discount rate to discount the cash flowssTmalysis has led
the Directors to evaluate that the expected camsfrsfican absorb normal variations of the paramétigitdighted with

respect to the sensitivity analyses generally peréal in assessment practice.

The Directors have finally identified which discaurate value and which variation in EBITDA consig@rupon

performing the impairment test could result in a walue equal to the book value of the net asssiscéated with the
Gas Sale CGU. This additional sensitivity analyss led to identify the breakeven point of the C®ith a discount
rate of 29.0% (21.5% as of 31 December 2015), oawemage decrease in EBITDA equal to 82.3% (73.83%f&81

December 2015).

The estimate of the recoverable amount of the gasierating units requires discretion and the ussstifnates by the
management. Several factors could require a ressgees of any impairment losses. The circumstanedsesents that

could cause a further verification of impairmergdes are constantly monitored by the Company.

Upon transfer to AP Reti Gas S.p.A. of the gagithistion activities, Ascopiave S.p.A. became a shaterest holding
that carries out direction and strategic coordaratctivities in the Ascopiave Group. PursuantA8 B6 accounting

standard, we verified the recoverability of thecatled “corporate assets” of Ascopiave S.p.A. ite assets and
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liabilities related to the main Ascopiave S.p.Asets that have not been allocated in the CGUs gluhe first level
impairment tests. The test has been carried oat @nsolidation level (second level test) as pilesdrin IAS 36. We
verified the net invested consolidated capital acdpiave, net of un-consolidated share interegiscifically, the
recoverable amount has been determined as the $utme dfollowing: i) recoverable amount of the CGldas
distribution, gas sale and activities that werendeg as primary during the first level impairmensttand ii) the

recoverable amount of company Ascopiave. In bosiesahe value-in-use value configuration was used.

About the recoverable amount of Ascopiave, the ¢asts used are consistent with the forecastsah by company
management for the years 2017 — 2019. Terminalevelas determined as the estimate of infinity stgrfrom the
results expected in 2019.

The (g) growth factor that was used for the cakioteof the terminal value was set to 1.15% (1.56831 December
2015), consistent with the inflation estimate fayt by the International Monetary Fund and belbe inflation target

of the Central European Bank.

The pondered cost of capital (WACC) was estimatetha pondered average of WACC amounts calculatedéch

CGU, where ponderation factors weight in percentaga the Operating Results of each CGU for theée@perating
Result of 2016.

We calculated that the recoverable amount detednivith these parameters is higher than the acocoynalues and

therefore it is not necessary to depreciate Goddwil

2. Other intangible fixed assets

The changes in the historical cost and accumulateattization of other intangible assets at the @frttie period under

examination are shown in the following table:

31.12.2016 31.12.2015
Historic Accumulated Historic Accumulated
(Thousands of Euro) cost depreciation Net value cost depreciation Net value
Industrial patent and intellectual property rights 4,910 (4,524) 386 4,886 (4,321) 565
Concessions, licences, trademarks and similar rights 9,933 (4,835) 5,098 9,933 (4,096) 5,837
Other intangible assets 25,632 (17,300) 8,332 25,631 (14,838) 10,793
Tangible assets under IFRIC 12 concession 544,096 (243,789) 300,307 520,579 (230,243) 290,336
Intangible assets in progress under IFRIC 12 concession 2,783 0 2,783 9,128 0 9,128
Other intangible assets 587,353 (270,448) 316,905 570,157 (253,498) 316,659

The changes in the inventory allowance for intalegéssets in the year under examination are showimei following

table:

31.12.2015 31.12.2016

Change for the Amortizations
Net value . Decrease during the Depreciations Net value
period s

(Thousands of Euro) period
Industrial patent and intellectual property rights 565 34 0 203 0 386
Concessions, licences, trademarks and similar rights 5,837 0 0 739 0 5,098
Other intangible assets 10,793 1 0 2,462 0 8,332
Tangible assets under IFRIC 12 concession 290,336 25,339 1,825 14,449 (906) 300,307
Intangible assets in progress under IFRIC 12 concession 9,128 (5,700) 645 0 0 2,783
Other intangible assets 316,659 19,674 2,481 17,853 (906) 316,905
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The investments made during the financial year arnéw Euro 19,674 thousand and refer to costs iedufor the

realization of the infrastructures for natural gastribution.

Industrial patents and intellectual property rights
During the period considered, the item “Industgatents and intellectual property rights” showsramease equal to

Euro 34 thousand explained by the purchase andfviare.

Industrial patents and intellectual property rights

During the period considered, the item “Industpatents and intellectual property rights” showsramease equal to

Euro 34 thousand explained by the purchase of soétw

Concessions, licenses, trademarks and similarsright

This item includes costs paid to awarding entifdsnicipalities) and/or outgoing operators aftee tward and/or the
renewal of the relevant tenders for the assignroéttte natural gas distribution service, rathenttt@ costs incurred
for the acquisition of licenses. During the ye&e ftem did not register increases and the vanasoexplained by
amortization. The assignments obtained, followimgimplementation of Legislative Decree no. 164(0fita Decree),

are amortized with a useful life of 12 years in ptiance with the period provided for by the decree.

Other intangible fixed assets

This item includes the fair value of customer lihtat result from the acquisition of companies afiag in the sale of
natural gas and electricity that occurred in prasigears.

The analysis of customers switching performed atehd of the year has not highlighted any switchpmuicentages
above the expected depreciation percentage, amefdhe its useful life (10 years) has not requiesy changes or

impairments.

Plants and equipment in concession regime

The item reports the costs incurred into for thastauction of facilities and distribution network watural gas, the
related connections as well as for the installatibmeasurement and reduction groups. At the ernbdeofinancial year,
variations amount to Euro 25,339 thousand, and Ipneghate to the construction of the distributiatifities for natural
gas for Euro 1,365 thousand, to the constructiothefdistribution network for Euro 6,361 thousamdl @onnections
for Euro 4, 952 thousand as well as the instaltlatibmeters for Euro 7,037 thousand. The lattemaaénly related to
the campaign to replace the so-called traditionetlens with electronic meters, in compliance withE&ES| resolution
155. The infrastructures located in Municipalitiesvhich the invitation to tender for the distrimrt of natural gas has
not been launched, are depreciated by applyingpthier amount between the technical life of plamtd the useful life
indicated by the AEEGSI in tariff regulations. Tieehnical life of plants has been assessed bydepandent external

expert who has determined the technical obsolescehite infrastructures.

Intangible assets in progress under concession

. The item includes the costs incurred for the boddof the natural gas distribution plants and systeonstructed

partially on a time and materials basis and notpetad at the end of the period considered. Thathegbalance in
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the item amounts to Euro 5,700 thousand and isa;ed by a reclassification of fixed assets in28&5 FY that have

been completed in the year under examination. Whis partially offset by investments during FY 2016.

3. Tangible assets

The changes in the historical cost and accumulatedrtization of tangible assets at the end of teeod under

examination are shown in the following table:

31.12.2016 31.12.2015

Historic cost Accumglaf{ed Net value Historic AccumL'llaf(ed Net value
(Thousands of Euro) depreciation cost depreciation
Lands and buildings 37,169 (9,708) 27,461 36,575 (8,629) 27,945
Plant and machinery 2,599 (1,129) 1,470 4,576 (1,879) 2,697
Industrial and commercial equipment 3,192 (2,673) 519 3,172 (2,539) 633
Other tangible assets 15,871 (13,195) 2,676 15,354 (12,232) 3,122
Tangible assets in progress and advance
payments 238 0 238 590 0 590
Other tangible assets 59,071 (26,706) 32,364 60,266 (25, 278) 34,987

The changes in the inventory allowance for tangédsets in the year under examination are showineiriollowing

table:
31.12.2015 31.12.2016
Netvalue ~ Change forthe Decrease Amortizations fffi?f:lf}f;'iﬁi :::1::::‘::2; Depreciations Net value
period during the period the plants
(Thousands of Euro)
Lands and buildings 28 713 1,081 (116) 27,461
Plant and machinery 2,697 153 189 (1,191) 1,470
Industrial and commercial equipment 633 27 140 0 519
Other tangible assets 3,122 518 963 0 2,676
Tangible assets in progress and advance
payments 590 (246) 2 0 (104) 238
Other tangible assets 34,987 1,164 2 2,374 (1,411) [0] 32,36 4

At the end of the reporting period, the contribnfaeceived for the construction of the cogenengpiants located in
the Venice area were reclassified for a total arhafireuro 1,411 thousand, thus reducing the nekbh@due of the
fixed assets recorded by the same amount. Thesebedions, at the end of the previous year, wareked in the item
“other current and non-current liabilities” and @gaized in the income statement consistent withueful life of the

plants.

Land and buildings

This item is mainly made up of the buildings owmedelation to company offices, peripheral offiGesd warehouses.
At the end of the period, the item increased byoEAX3 thousand and the change is mainly explaigezbbts incurred

for the renovation of company headquarters.

Plants and machinery

The item “Plants and machinery” decreases from B807 thousand in the previous year, to Eurolthd0sand on
31 December 2016. The change is mainly explainedheyreclassification of the contributions receivied the

construction of co-generation plants. During tharyéhis item received investments for Euro 153iamd.

Industrial and commercial equipment

The item “Industrial and commercial equipment” hetperiod considered registered investments equéuto 27

thousand. It includes costs incurred for the pusehaf equipment for the maintenance service ofltbigibution plants
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and for measurement activity.

Other assets

The investments made during financial year 2018&reimsed the item “Other assets” by Euro518 thoysand they
mainly relate to the costs incurred for the purehafscorporate vehicles for Euro 310 thousand ardware for Euro
103 thousand.

Tangible assets in progress and advance payments

The item mainly includes costs incurred for extdaeary maintenance of company headquarters and/opheral
warehouses. During the year, the item decreasdgiuby 246 thousand due to the reclassification efabsets under

construction at the end of 2015 and whose worke wempleted during the reporting period.

4. Share interests

The following table shows the changes in the shadéigs in joint companies and in other companietha end of

each period considered:

31.12.2015 31.12.2016
Net value Increase Decrease Net value
(Thousands of Euro)
Shareholdings in jointly controlled companies 68,078 6,594 5,935 68,737
Shareholdings in other companies 1 0 1
Shareholdings 68,078 6,594 5,935 68,738

Shareholdings in joint companies

Shareholdings in joint companies increase from B&®78 thousand to Euro 68,738 thousand markingarease of
Euro 660 thousand. In particular, the increase @niy explained by the results achieved in 2016 Eoro 6,594
thousand of which Estenergy S.p.A. Euro 4,479 thodsASM Set S.r.l. Euro 876 thousand and UnigasriDuzione
S.r.l. Euro 1,237 thousand, partially offset by theidends distributed by the jointly controllednapanies for Euro
5,943 thousand of which Estenergy S.p.A. Euro 4,8&fisand, ASM Set S.r.l. Euro 881 thousand andyami
Distribuzione S.r.I. Euro 684 thousand, net of¢thanges due to the remeasurement of defined betefis (IAS 19R)
for Euro 9 thousand.

The valuation of investments in joint ventures gsihe equity method and the economic and finardagh of these
companies are shown in the section "Synthesis dataf 31 December 2016 of jointly controlled cormipan

consolidated using the equity method" of the Exalary Notes.

Shareholdings in affiliate companies

Sinergie Italiane S.r.l. in liquidation

The Group has shareholdings in the affiliate Siieetliane S.r.l., company in liquidation, whicheats part of the
needs for natural gas amounting to 30.9%%e associate closes its financial year off 88ptember.

The scope of activity of the associate companyndutine financial year 2014-2015 only included tim@art of Russian
gas and its transfer to the sales companies inhndtiareholders hold a stake as well as the managerhagreements,
transactions and disputes concerning the regulaficontractual relations, finalized before to liggidation.

It should be noted that during the month of Augk@13, the associate completed the renegotiationatiral gas
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purchase prices envisaged by the “Take or pay”eagests with the supplier “Gazprom Export LLC”; theonomic
benefit resulting from the renegotiation will betenxded to the two-year periods 2013-2014 and 2Q1462

In September 2015, the affiliate signed the seammégotiation of the long-term agreement with thee supplier,
mainly focused on the renegotiation of the raw malt@urchase price. At the same time, it was fuedio achieve a
significant reduction in the minimum contractualamts. The economic effects of this renegotiatich also affect
the three thermal years 2015/2016 - 2017/2018.

Based on the results of the financial statementshi® year 2014-2015, as approved by the Sharetsblaheeting on
19" December 2016 and on preliminary operating datfinahcial year 2016-2017 restated pursuant tarratéonal
accounting principles, considering the associat& @oing concern basis, the accumulated capitatileimounts to
Euro 13,561 thousand, of which Euro 4,196 thousstributable to the Ascopiave Group. Given thatdhpital deficit
of the affiliate company as of 31 December 2015 @amed to € 17,300 thousand, of which € 5,353 thodisa
attributable to the Ascopiave Group, the Directoase adjusted the related provision for risks amarges allocated
against the capital deficit of the affiliate compdar Euro 1,157 thousand, with a positive impattloe profit and loss
statement (Euro 1, 528 thousand as of 31 Decentlids)2

The essential data of the shareholdings in theidialbg as of 31 December 2016, ™3@eptember 2016 and 31

December 2015 are reported below:

(Values referred to pro-rata partecipation in

Million of Euro) 31/12/2016__30/09/2016 _ 31/12/2015
Non-current assets 2.62 2.67 2.84
Current assets 9.01 6.72 9.33
Net equity (4.03) (4.35) (5.13)
Non-current liabilities 0.00 0.00 0.00
Current liabilities 14.63 12.72 16.28
Revenues 15.36 53.32 15.89
Costs (14.82) (51.38) (15.39)
Gross operative margin 0.54 1.94 0.50
Amorttization and depreciation (0.20) (0.80) (0.20)
Operating result 0.34 1.14 0.30
Net result 0.32 1.08 0.30
NFP 2.45 2.09 2.60

5. Other non-current assets

31.12.2016 31.12.2015
(Thousands of Euro)
Security deposits 9,438 11,304
Other receivables 4,128 4,062
Other non-current assets 13,566 15,366

Non-current assets are mostly made up of secueippsits that the companies selling natural gas rsseeed for the

monthly payments due for the import of gas from stsand deposits paid to Gestore Mercati Energéticithe
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purchase of energy efficiency certificates. Otham-ourrent assets decrease from Euro 15,366 thduedfuro 13,566
thousand marking a decrease of Euro 1,800 thousaathly due to the cash in of a collateral deptist company
Ascotrade S.p.A. had paid to a Sinergie Italiamd. Sinder liquidation.

The other items in “Other receivables” are madefup

- Receivables from the Municipality of Creazzo, fovalue of Euro 1,678 thousand, which are writteihforf
Euro 464 thousand as compared to 31 December Zb@6delivery of said infrastructures occurred faflog
the date of expiry of the concession, on 31 Decerd?bé4. The value of the receivables from the mipaitty
corresponds to what the municipality of Creazzo asn asked to retrocede, as per the “Letta” letys
decree, article 15, paragraph 5, as indemnificatibthe industrial value of the network, in linetlithe
estimations outlined in a suitable appraisal. iydition is going on with the municipality, in orderdefine the
value of the compensation of the distribution madelivered to new distributors, whose evolution ¢
found in the paragraph “Litigations” of these imefinancial statements.

- Receivables from the Municipality of Santorso, Earo 748 thousand. The value corresponds to thboust
Ascopiave Group Ascopiave Group — Interim Reporof80th September 2016 55 value of the distribyutio
plants delivered in August 2007 to the same mualitiy the delivery of said infrastructures occutre
following the date of expiry of the concession,3ihDecember 2006. The value of the receivables timn
municipality corresponds to what the municipalifySantorso has been asked to retrocede as peL¢hia™
legislative decree, article 15, paragraph 5, asrmufication of the industrial value of the netwpirk line with
the estimations outlined in a suitable appraisal.

- Receivables from the municipality of Costabiss&wa,Euro 1,537 thousand. This amount correspondhédo

net book value of the distribution systems delideva 1st October 2011.
As of 31 December 2016, there are on-going litayatiwith the municipalities mentioned above in ordedefine the
value of compensation of the delivered distributsgstems. The Group, also following the opiniont®fegal advisors,
believes that the result of the litigation and &etion procedures is uncertain.

6. Non-current financial asset

The following table shows the breakdown of Non-eatrassets at the end of each period considered:

31.12.2016 31.12.2015
(Thousands of Euro)
Non-current assets from derivative financial instruments 485
Non-current assets from derivative financial instru ments 485

Assets from derivatives are represented by theviite of the following commodity derivatives exigt as of 30th

September 2016, whose cash flow effect will beddidi between January and September 2018:

# Ref. Counterparty Type of U“de”y"?g Trade Effective Expiry Position Notional MtM (€/000)
instrument Commodity date date date

1 19513462 Intesa Sanpaolo Commodity Swap TTF Month Ahead 14-apr-16 1-gen-18 30-set-18  Long/Buy " 100.032 MWh 485

Totali 100.032 485
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7. Advance tax receivables

The following table highlights the balance of adsmtax receivables at the end of each period ceresid

31.12.2016 31.12.2015
(Thousands of Euro)
Advance tax receivables 9,758 11,333
Advance tax receivables 9,758 11,333

Advance taxes decrease from Euro 11,333 thousarnButo 9,758 thousand, marking a decrease of Eu@51,
thousand.

In calculating the taxes, reference was made tdRE& rate and, where applicable, to the IRAP iatéorce, in

relation to the tax period which includes the dafe31 December 2016 and at the time when it ismeggd that
any temporary differences will be carried forward.

The total value of the temporary differences ararélated amounts on which advance tax assetsreeognized are

as follows:
31.12.2016 31.12.2015
Description Tgmporary Tax rate Total effect Temporary Tax rate Total effect
differences differences

Allocation of bad debt provisions 3,180 24.0% 763 1,303 24.0% 313
Allocation of bad debt provisions 0 27.5% 0 5,064 27.5% 1,393
Allocation of inventory write-down 33 28.2% 9 33 28.2% 9
Other - IRES 24% + IRAP 4.2% 1,355 28.2% 382 1,371 28.2% 386
Risks fund 1,588 24.0% 381 2,267 24.0% 544
Exceeding amortizations within 2013 6,838 28.2% 1,928 11,224 28.2% 3,165
Other 24%+IRAP 4,2% 1,058 28.2% 298 1,491 28.2% 420
Risks fund stocking gas 0 31.4% 0 559 31.4% 176
Phatom stock option+risks fund 1,386 24.0% 333 0 31.4% 0
Risks fund 59 27.9% 17 324 27.9% 90
Other - IRES 24% 522 24.0% 125 682 27.5% 188
IRES 24% exceeding amortizations 22,290 24.0% 5,349 18,945 24.0% 4,547
Other - gas sale IRES 24% + IRAP 3,9% 579 27.9% 161 297 31.4% 93
Other - gas distr. IRES 24% + IRAP 4,2% 36 28.2% 10 29 31.7% 9
Total advance taxes 38,922 9,758 43,588 11,333

Current assets

8. Inventories

The following table shows how the items are brottewn for each period considered:

31.12.2016 31.12.2015
Gross Bad debt Net Gross Bad debt Net
value provision value value provision value
(Thousands of Euro)
Gas stockage 1,945 0 1,945 1,980 (562) 1,418
Fuels and warehouse materials 2,399 (33) 2,366 2,192 (33) 2,158
Fuels and warehouse materials 4,344 (33) 4,311 4,172 (59 5) 3,577

As of 31 December 2016, inventories are equal tw B811 thousand and show an overall increasel ¢éqauro 734
thousand as compared to 31 December 2015 mainlgiegd by the increase in the amount of naturalsgaed (Euro

+1,013 thousand) and the increase in goods in dfBoko +208 thousand). The warehouse materialsusee for
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maintenance works or for the construction of distion plants. In the latter case materials artassified as Tangible
Fixed Assets once installation is complete. Invaesoare entered net of the provision for lossatug of stock, equal
to Euro 33 thousand, in order to adapt their vatue¢he opportunities for their clearance or usee Thlue of gas
inventories is calculated based on the weightedaaeepurchase price of the raw material, whereagptbvision for

gas inventory depreciation is evaluated based enrthrket price recorded on the last day of thertaygpperiod (31

December 2016, that is 20.55 €/ MWh, 31 Decembeb 2B1500 €/ MWh; source PB-GAS).

Unlike 31 December 2015, no depreciation of stoakasl price was necessary, as the market value iglasrtithan the
loading value of the stocked natural gas.

It is noted that the change in the source usedcaased by the divestment of the PB-GAS platforrofa3ctober 2016.

9. Trade receivables

The following table shows how the items are bro#tlewn for each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Receivables from customers 66,882 82,411
Receivables for invoices to be issued 88,345 101,662
Bad debt provisions (7,148) (12,052)
Trade receivables 148,079 172,022

Trade receivables decreased from Euro 172,022 d@indu® Euro 148,079 thousand, marking a decreaBerof23,943
thousand.

Receivables from customers are owed from natidehtors and are expressed net of the billing domyments and
are payable within the following 12 months.

The decrease is mainly explained by the seasortafenaf the business cycle which, at this time loé tyear,
significantly affects the balances of receivablesnt end customers. The lower provisions, equal twoE,904
thousand, are mainly explained by the importantdiseto the intensive activity of cancellation tdex receivables for
which all the recovery activities have been congaainsuccessfully, and by the lower provision madeY 2016 due
to the good capacity of the existing provisions Hreresults of the debt collection process byrexteagencies and the
network of appointed lawyers. In particular, Eur@96 thousand of the total uses of the provisiorb& debts for FY
2016 are attributable for Euro 3,647 thousand eéodbmpany Veritas Energia S.p.A. Commencing 204 year in
which 100% of capital was acquired, and until 1B#bruary 2016, an intense credit management actioit the
receivables outstanding at the time of purchasestarsed for Veritas Energia S.p.A. Subsequenhésd operations,
the oldest outstanding receivables have been writte after performing all the activities requirbg the Group’s debt
collection policy. The outstanding receivables &4@th February 2014 equalled Euro 28,085 thousahdhis total
amount, as of 10th February 2016, Euro 20,119 #iaisvere collected and Euro 7,622 thousand wetrttewroff, of
which Euro 2,579 in 2016 alone.

The changes in the provision for doubtful accoamésshown in the following table:
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(Thousands of Eurc) 31.12.2016 31.12.2015
Bad debt provisions 12,052 18,566
Provisions 2,891 4,004
Use (7,796) (10,518)
Final bad debt provision 7,148 12,052

The following table highlights the composition otcaunts receivables for invoices issued based aingg

highlighting the capacity of the allowance for ddubaccounts as compared to receivables with siypio

(Thousands of Euro) 31" December 2016 31st December 2015
Gross trade receivables for invoices issued 66,882 82,413

- allowance for doubtful accounts (7,148) (12,052)
Net trade receivables for invoices issued 59,734 70,362
Aging of trade receivables for invoices issued:

- to expire 51,710 62,031

- expired within 6 months 6,574 6,892

- overdue by 6 to 12 months 3,047 3,504

- expired more than 12 months 5,550 9,986

10. Other current assets

The following table shows the composition of thkestcurrent assets at the end of the period comside

(Thousands of Euro)

31.12.2016 31.12.2015

Tax consolidation receivables 4777 1,570
Annual pre-paid expenses 275 736
Advance payments to suppliers 9,837 7,587
annual accrued income 0 136
Receivables due from CSEA 25,819 29,217
VAT Receivables 4,096 3,309
UTF and Provincial/Regional Additional Tax receivables 2,353 3,515
Other receivables 50 449
Other current assets 47,207 46,518

Other current assets increase by Euro 689 thougaimly from Euro 46,518 to Euro 47,207 thousan20ih6.

The main variation is due to the increase for E2y260 thousand of advance payments to supplietsipielg the

concession payments for the municipalities, terwsts for gas distribution concessions and advaagenents to the

GME for the purchase of energetic efficiency cerifes. Additionally, a Euro 3,207 thousand for therease of

receivables for the fiscal consolidation of the GyoEuro 787 for increased VAT receivables, pdytiaffset by the

decrease in CCSEI receivables for Euro 3,398 thmlys#ecreased receivables on gas and electrigigg tand Euro 461

thousand for decreased yearly deferred payments.

The variation in receivables to the Bank for Enmimental and Energy Services is mainly related deerease in the
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receivables for tariff components for the naturas glistribution service (Euro -15,161 thousand)s Tecrease has
been partially offset with the accounting of theaigable amount for the contributions for the ataént of energetic
efficiency objectives (+ Euro 9,564 thousand) adl a® the receivables related to the APR mechalfidguro 2,687
thousand). Specifically, these receivables denigenfthe balance of the APR mechanism and is desgtiiito detail in
the paragraph “Other significant events” herein.

The variation of UTF (Customs Office) and Regiopad¥incial surtax receivables is related to the alibgl of payment
of taxes on consumption based on the monthly g#lito end users as opposed to monthly advancesaged by the
tax returns in the first months of the year andeldasn the consumption of previous year. The IREBivables for the
Italian National Tax Consolidation Convention referreceivables from the parent company Asco Hgldip.A.
regarding the companies of the Group which havetdithis option.

11. Current financial assets

The following table highlights the breakdown of iteen for the period under consideration:

(Thousands of Euro) 31.12.2016 31.12.2015

Other financial current assets 0 3,487
Current financial assets 0 3,487

The current financial assets decrease to zero frora 3,487 thousand of the previous year.

The decrease is mainly attributable to the settigroéthe repurchase agreements, expired on 10itukey 2016, for
Euro 2,838 thousand, purchased with the liquidigfdpin February 2014 by Veritas S.p.A. as a segutiposit
envisaged as a guarantee on trade receivables rith¥&nergia S.p.A. when Ascopiave S.p.A. purcia4@% of
Veritas Energia S.p.A. and to a lesser extenteéoctillection by Ascopiave S.p.A. of receivablegrfrthe Municipality

of San Vito Leguzzano, as contractually agreed.

12. Tax receivables

The following table shows the composition of tageai@ables at the end of each period considered:

(th ds of Euro) 31.12.2016 31.12.2015
Receivables related to IRAP 655 368
Receivables related to IRES 0 647
Other tax receivables 352 352
Tax receivables 1,007 1,368

Tax receivables decreased from Euro 1,368 thousartlro 1,007 thousand, thus marking a decreadeund 361
thousand. The item includes the residual credibusithe taxes attributed to FY 2016, of the IRARaades paid and
the IRES advances for the companies that do naradb the Group tax consolidation system.

Other tax receivables pertain tax credits for prasifiscal year for which a reimbursement has beguested.
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13. Cash and cash equivalents

The following table shows how the items are brottewn for each period considered:

(Thousands of Buro) 31.12.2016 31.12.2015
Bank and post office deposits 8,803 28,286
Cash and cash equivalents on hand 19 15
Cash and cash equivalents 8,822 28,301

Cash and cash equivalents decreased from Euro 2&80sand to Euro 8,822 thousand, marking a deerefEuro
19,479 thousand and they mainly refer to the backanting balance and to the company funds.
For a better understanding of the variations ohctews in the period, please refer to the consaéd financial

statement.

Net financial position

At the end of the periods considered, the net firsposition of the Group is the following:

(Thousands of Euro) 31.12.2016 31.12.2015

Cash and cash equivalents 8,822 28,301
Current financial assets 0 3,487
Current financial liabilities (3,552) (3,641)
Payables due to banks and financing institutions (64,397) (97,866)
(93) (67)
Net short-term financial position (59,220) (69,786)
Medium- and long-term bank loans (34,541) (43,829)
Non-current financial liabilities (357) (422)
Net medium and long-term financial position (34,899) (44,250)
Net financial position (94,119) (114,037)

For comments on the main dynamics that caused elsanghe net financial position, please refeh®analysis of the
Group's financial data reported under the paragt@oimments on the economic and financial resultBnafncial year
2016" of the report on management and under thagpaph “Medium- and long-term loans” of these Arirfurmancial

statements

14. Current assets from derivative financial instents
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The following table shows how the item is brokenvdat the end of each period considered:

31.12.2016 31.12.2015
(Thousands of Euro)

Current assets from derivative financial instruments 1,304

Current assets from derivative financial instrument S 1,304

Assets from derivatives are represented by thevidire of the following commodity derivatives as3¥ December

2016, which will have financial manifestation ovlee next 12 months:

Type of Underlying Trade Effective Expiry - )

# Ref. Counterparty instrument Commodity date date date Position Notional MtM (€/000)

1 19355256 Intesa Sanpaolo  Commodity Swap TTF Month Ahead 22-mar-16 1-set-17 31l-ott-17  Long/Buy 13.080 MWh 60
2 19513462 Intesa Sanpaolo  Commodity Swap TTF Month Ahead 14-apr-16 1-ott-17 31-dic-17  Long/Buy 80.880 MWh 355
3 374160156  Unicredit Commodity Swap TTF Month Ahead 14-apr-16 1-ott-16 30-set-17  Long/Buy 195.027 MWh 782
4 377847968 Unicredit Commodity Swap TTF Month Ahead 17-giu-16 1-gen-17 31-mar-17 Long/Buy 43.922 MWh 46
5 20703547 Intesa Sanpaolo  Commodity Swap TTF Month Ahead 5-ott-16 1-dic-16 31-dic-16  Long/Buy 22.320 MWh 31
6 20647812 BNP Paribas Commodity Swap TTF Month Ahead 24-ott-16 1-gen-17 31-mar-17 Long/Buy 21.590 MWh 9
7 385016489  Unicredit Commodity Swap TTF Month Ahead 25-ott-16 1-gen-17 31-mar-17 Long/Buy 28.675 MWh 4
8 21035057 Intesa Sanpaolo  Commodity Swap TTF Month Ahead 17-nov-16 1-gen-17 31-gen-17 Long/Buy 7.440 MWh 1
9 21168410 Intesa Sanpaolo  Commodity Swap TTF Month Ahead 5-dic-16 1-feb-17 28-feb-17  Long/Buy 6.720 MWh 14
Totali 419.654 1.304

Consolidated Shareholders’ Equity

15. Net shareholders' equity

Ascopiave S.p.A. share capital as of 31 Decemb&6 20 made up of 234,411,5@dinary shares, fully subscribed

and paid, with a par value of Euro 1 each.

The shareholders' equity at the end of the peidodsidered is analysed in the following table:

31.12.2016 31.12.2015

(Thousands of Euro)

Share capital 234,412 234,412
Legal reserve 46,882 46,882
Own shares (17,521) (17,521)
Reserves 120,648 108,478
Group's Net Result 53,635 43,014
Net equity of the Group 438,055 415,264
Net equity of Others 2,847 2,524
Third parties Net Result 3,307 2,349
Net equity of Others 6,154 4,873
Total Net equity 444,209 420,137
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During FY 2016, the variations in the consolidated equity, excluding the result achieved in theqak were due to
the distribution of dividends by the Parent compfonyEuro 33,347 thousand as well as the distriutif dividends to
Third-party Shareholders by the subsidiary commariscotrade S.p.A. and Amgas Blu S.r.l. respedtivet Euro
1,873 and 349 thousand.

In addition, we specify a negative variation for&d0 thousand in the reserve of re-measuremedeéfiried benefits
plans (IAS 19R) and a positive variation of Euro48Bousand related to a Cash Flow Hedge reservimsighe
valuation at fair value of derivatives as of 31 Bber 2016 The hedging effects accrued during &z gnd those
transferred to the profit and loss account in otdeadjust the underlying supply costs with refeesto all derivatives

designated as hedge accounting during the year are:

(Thousands of Euro)

Opening balance 194
Effectiveness gained during the year 1849
Effectively released in the income statement during the year (283)
Closing balance 1,760

The value of the cash flow hedge reserve as of &debber 2016 refers to the expected supply flowishwvvill be
recognized at cost (and therefore with effectshenibcome statement) during 2017 (for Euro 784 ¢had) and 2018
(for Euro 839 thousand).

Assuming a 10% change in the future quotes of ahgas (i.e. TTF Month Ahead) at year-end, upwaidl @ownward,
there would be, respectively, an improvement amebesening of approximately Euro 796 thousand inliaknce of
the Equity cash flow hedge reserve; instead, thenald be no impact on the Profit and Loss staterdertto the total

effectiveness of the hedging relationships analysed

Net equity of minority interests

This item includes the net assets and the restlatiobutable to the Group, and refers to thirdtypahares of the
subsidiaries Ascotrade S.p.A., Etra Energia SArhgas Blu S.r.l.

Non-current liabilities

16. Reserves for risks and charges

The following table shows how the items are brottewn for each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Provisions for pension for gas sector employees 1,089
Other reserves for risks and charges 5,903 7,360
Reserves for risks and charges 6,992 7,360

Reserves for risks and charges decrease by Eurth8G8and, going from Euro 7,360 to Euro 6,992 shod.
The variation is mainly explained by the decreasehie provisions for risks related to Sinergieidtia¢ S.r.l. in

liquidation, the provision for personnel welfaredatme use of the provision for employment-relatiéigdtions with
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employees.

The changes in the period under examination aresio the following table:

(Thousands of Euro)

Reserves for risks and charges as of 1°' January 2016 7,360
Provisions for risks hedging losses of associates with the

equity method (1,157)
Provisions for risks and charges 1,089
Use of provisions for risks and charges (300)
Provisions for risks and chargesas of 31 ' december 2016 6,992

The following table shows how the categories aokén down for each period considered:

(Thousands of Euzo) 31.12.2016 31.12.2015
Cover losses associated companies 4,196 5,353
Risks of litigation with suppliers 232 232
Funds on just working causes 1,475 1,775
Retirement fund and similar obligations 1,089
Total 6,992 7,360

The pension funds and similar obligations item udels commitments to employees and managers regarditT.

Please refer to “Costs of personnel” in the explanyanotes for additional information.

17. Severance indemnity

Severance indemnity increases from Euro 3,864 thuliss of 1st January 2016 to Euro 4,077 thousanof 81
December 2016 with an increase of Euro 213 thousand

(Thousands of Euro)

Severance indemnity as of 1°' January 2016 3,864
Retirement allowance (1,402)
Payments for current services and work 1,534
Actuarial loss/(profits) of the period (*) 82
Severance indemnity as of 31 ' december 2016 4,077

* including the interest cost booked in the income statement.

The liabilities for employee severance indemnit#e measured using an actuarial method, its valuinerefore
sensitive to changes in assumptions. The main gesams used in the measurement of severance indiesare the
discount rate, the annual average percentage gbimgt employees and the maximum retirement agenpl@yees.

The discount rate used for the measurement ofidbdity resulting from employee severance indemistdetermined

regarding the market yields of high quality fixettdme securities for which the due dates and amawortespond to
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the due dates and amounts of future payments eyedsdor this plan, the average discount rate rifécts the
estimated due dates and amounts of future paymelating to the 2015 plan is 1.31% (2.03% as ofb&ktember
2015)
The main hypotheses of the model are:

* mortality rate: survival table ANIA IPS55

» invalidity rate: INPS tables year 2000

» personnel rotation rate: 3.00%

* increase in remuneration rate: 3.00%

+ inflation rate: 1.50%

e anticipation rate: 2.00%
The sensitivity analysis on the actuarial valuehef provision did not highlight significant disceeies compared to
the value accounted in the statement.
The cost of work activities has been included ia twosts of personnel, while the interest cost, lketpud&uro 64
thousand has been accounted in Other financias.cost

18. Medium- and long-term loans

The following table shows how the items are bro#tewn for each period considered:

31.12.2016 31.12.2015

(Thousands of Euro)

Loans from Prealpi 684 757
Loans from European Investment Bank 31,000 34,500
Loans from Unicredit S.p.A. 2,857 8,571
Medium- and long-term bank loans 34,541 43,829
Current portion of medium and long-term loans 9,287 9,628
Medium and long-term loans 43,828 53,456

Medium and long term loans, mainly representedf @4 @ecember 2016 by the payables of the Paremp@ay to the
European Investment Bank for Euro 34,500 thousardi @nicredit for Euro 8,571 thousand, decrease fiumo
53,456 thousand to Euro 43,828 thousand, thus nada increase of Euro 9,628 thousand, explainethdopayment
of the loan instalments during FY 2016.

Concerning the loan issued by the European Investfank, paid in two tranches in 2013 equalling 46,000
thousand, its outstanding debt as of 31 Decemb#&6 20 equal to Euro 34,500 thousand, with Euro @,8®usand
classified in due to banks and short-term loans.

The first loan tranche, whose original amount wasoE35,000 thousand, will be reimbursed in 14 camissix-month
instalments between ?7February 2017 and #8ugust2023; an interest rate equal to the six-month Burillus a
95.5 basis points spread will be applied. The s#doan tranche, whose original amount was Euro®Bousand,
will be reimbursed in 16 constant six-month instafts, the first expiring on #7February 2018 and the last expiring
on 27" August2025; an interest rate equal to the six-month Eurjlus a 71.5 basis points spread will be applied,

addition to the annual cost of 135 basis poinisteel to the guarantee issued by Cassa DeposiistitPs.p.A.
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As a guarantee of the fulfilment of the obligati@ssociated with the loan agreement, the Parenp@oynhas sold to
the European Investment Bank a share of futureivalsles arising from the reimbursement of the vabfieassets
related to gas distribution concessions.

The loan agreement envisages the fulfilment offéllewing covenants applied to consolidated datd &nbe checked
twice a year:

a) Ebitda / net financial expenses ratio higher than 5

b) Net financial position / Ebitda ratio lower tharb 3.

In addition, the bank is entitled to request a lmisement before the deadlines envisaged by thetiaatmn schedule,
in the following cases:

a) decrease in project cost below the amount origirevisaged by the contract;

b) anticipated reimbursement of non-EIB loans (excepolving lines of credit);

c) change in the control of Ascopiave S.p.A. or Asaidihg S.p.A;

d) changes in the regulatory framework, which coutibprdize Ascopiave S.p.A. ability to fulfil its ofpations;

e) loss of concessions, if determining a value forsohidated RAB lower than Euro 300 million.

At the end of 2016, the covenants envisaged bgdh&ract were respected since:

a) the Ebitda / net financial expenses ratio was e¢mal56.34, calculated as the ratio between thddabi
consolidated on that date, amounting to Euro 80188sand, and the consolidated net financial esggn
amounting to Euro 518 thousand;

b) the net financial position / Ebitda ratio was 1.4&|culated as the ratio between the net finanmieition
consolidated on that date, amounting to Euro 114®8usand, and the consolidated Ebitda, amourtting
Euro 80,983 thousand.

The medium long-term loan with Unicredit S.p.A. wsigned by the Parent Company in 2011, to finanggortant
company aggregation operations. The original amotitite loan was Euro 40,000 thousand and the haana seven-
year duration. The prepayment of the loan is sesiemmonth postponed instalments, from 31 Decer@fdrl to 38
June 2018.

During 2016 two instalments of said loan have hgsEd for Euro 2,857 thousand each, leading to sedse in the loan
itself for Euro 5,714 thousand and to an outstagdiebt amounting to Euro 8,571 thousand at theoétide financial
year.

The interest rate is variable, and it involves r@éhmonth indexation parameter provided for in EB@R and a fixed
margin to be added to the “spread” parameter. Hhgevof the fixed margin is apt to increase basethe value of the
ratio between the consolidated net financial positind the consolidated gross operative margihetehd of each
financial year, as reported in the following table:

Value of N.P.P./G.O.M. ratio Spread value
Indez>2.5 125 basis point
2<Index>2.5 90 basis point
Index<2 70 basis point

Along with the terms and conditions provided forctdculate the interest rate to be applied to iented capital, the
continuation of the loan agreement is subject éoftfiowing financial and operating terms and ctiods:

a) the value of the index described above cannot gkehithan 3.5 (covenant modified with notary deated
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22" December 2014, this limit was previously equa2 f65);
b) R.A.B.'s value (Regulatory Asset Base, i.e. theieaf the gas network) cannot be lower than Eui@ @0
thousand,;
c) the stake of ASCOHOLDING S.p.A. in ASCOPIAVE S.p@annot be lower than 51%.
As a guarantee of the fulfillment of the obligascassociated with the loan agreements, the Pammpény has sold to
Unicredit a share of future receivables arisingrfrine reimbursement of the value of assets rekategs distribution
concessions.
Subsequent to an agreement reached with UnicregiASon 20th November 2015, the annual verifioatiof
compliance with financial and operating covenamtdew a) and b), since 2015 is no longer performethe Group's
consolidated data prepared pursuant to the IFR&spm the pro-forma consolidated data based orstime of the
consolidated financial statements and the prosgiasaie of the jointly controlled companies.
As of 31 December 2016, having complied with thdebunder letter a), equal to 1.30, calculatechagdtio between
the pro-forma net debt on that date, amountingumB.12,652 thousand, and the pro-forma EBITDA,a¢do Euro
86,636 thousand and with the ratio under letteabjounting to Euro 394,049 thousand, the spreatiealpgs from I
January 2017 will be 75 basis points.

The following table shows the deadlines of mediamd long-term loans:

(Thousands of Euro) 31.12.2016
Financial year 2017 9,287
Financial year 2018 7,681
Financial year 2019 4,826
Financial year 2020 4,828
After 31° December 2020 17,207
Total medium and long-term loans 43,828

19. Other non-current liabilities

The following table shows how the items are brottewn for each period considered:

(Thousands of Buro) 31.12.2016 31.12.2015
Security deposits 12,052 12,054
Multi-annual passive prepayments 8,215 6,849
Other non-current liabilities 20,267 18,903

Other non-current liabilities increased from Eu&aD3 thousand to Euro 20,267 thousand, with are&se of Euro
1,364 thousand. Security deposits refer to depaditgas and electricity users. Long-term deferredome was
recognized against revenues on connections to deengtwork and related to the useful life of the dastribution
plants and against revenues on contributions ictnstruction of distribution network. The suspem®f revenues is
explained by the content of Law no. 9/2014 whichigsges the full deduction of contributions fronivpte individuals

from the value of technical assets held under cgsiom within the scope of gas distribution. Theréase resulting
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from the suspension of these items was partialfgedfby the reclassification of the contributiomseaived for the

construction of cogeneration and heat supply pldeseribed in section “Tangible assets” of YeaihaRcial Report.

20. Non-current financial liabilities

The following table shows how the items are bro#tlewn for each period considered:

31.12.2016 31.12.2015
(Thousands of Euro)
Payables due to leasing companies (over 12 months) 357 422
Non-current financial liabilities 357 422

Non-current financial liabilities decreased fromr&4#22 thousand as of 31 December 2015 to EurotB&iFsand,
marking a decrease of Euro 65 thousand, and mainlyde payables to leasing companies due aftend@ths. The
current instalment amounts to Euro 93 thousandtamas been classified under “Current financidbiliies”.

The table below shows the due dates of the finhleaae instalments:

(Thousands of Euro) 31.12.2016
Financial year 2018 79
Financial year 2019 78
Financial year 2020 82
Financial year 2021 86
Financial year 2022 32
Payables due to leasing companies (over 12 months) 357

21. Deferred tax payables

The following table shows how the item is brokemvddor each period considered:

h ds of Euro) 31.12.2016 31.12.2015
Deferred tax payables 16,814 19,571
Deferred tax payables 16,814 19,571

Payables for deferred taxation decrease from EQr671 thousand to Euro 16,814 thousand, markingcaedse of
Euro 2,757 thousand, mainly due to the dynami@nudrtizations in the client lists.

This change is mainly explained by the dynamicscidesd in section “Advance taxes” of this Interinegort. In
calculating the taxes, reference was made to tESIRite and, where applicable, to the IRAP raterice, in relation
to the tax period which includes the date of 30&pt8mber and at the time when it is estimated @hgttemporary
differences will be carried forward.

The total value of the temporary differences and thlated amounts on which liabilities for deferreck were

recognized are as follows:
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31.12.2016 31.12.2015

Description Temporary Tax rate Total effect Temporary Tax rate Total

differences differences effect
Exceeding amortizations 27,954 24.0% 6,709 30,037 24.0% 7,209
Exceeding amortizations 0 31.7% 0 318 31.7% 101
Severance indemnity 31 24.0% 7 31 24.0% 7
Exceeding amortizations 15,598 28.2% 4,399 21,198 28.2% 5,978
Goodwill deductibility for tax purposes - gas sale 2236 27.9% 624 2,014 27.9% 562
Customer lists within 2016 0 31.7% 0 2,074 31.7% 657
Gas sales uncollected interest on late payments 0 24.0% 0 110 24.0% 26
Customer lists after 2016 7,900 28.2% 2,228 7,900 28.2% 2,228
Goodwill deductibility for tax purposes 9,872 28.2% 2,784 9,872 28.2% 2,784
Other operations 0 28.2% 0 67 28.2% 19
Total deferred tax payables 16,814 19,571

Current liabilities

22. Amounts due to banks and current portion ofinmed/ long-term loans

The following table shows how the item is brokemvddor each period considered:

(Thousands of Buro) 31.12.2016 31.12.2015
Payables due to banks 55,110 88,238
Current portion of medium-long-term loans 9,287 9,628
Payables due to banks and financing institutions 64, 397 97,866

Payables to banks decrease from Euro 97,866 thdusaBuro 64,397 thousand, marking a decrease af B8,469
thousand and include debtor accounting balanceetiitanstitutions and the short-term quota of kan

The following table shows the allocation of Grouptgdit lines used and available and related rapgdied as of 31
December 2016.
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Banks Tipe Credit lines Interest rate Debt
31/12/2016 31/12/2016 31/12/2016
Banca di Credito Cooperativo delle Prealpi Cash loans 5,000 n.a. -
Banca di Credito Cooperativo delle Prealpi Bank loan 757 2.10% 757
Banca Europea per gli Investimenti Bank loan 24,500 0.76% 24,500
Banca Europea per gli Investimenti Bank loan 10,000 0.52% 10,000
Banca Monte dei Paschi di Siena Cash loans 10,000 n.a. -
Banca Monte dei Paschi di Siena Guarantees 20,000 0.30% 10,980
Banca Nazionale del Lavoro Cash loans 48,953 n.a. -
Banca Nazionale del Lavoro Guarantees 11,047 0.30% 1,052
Banca Popolare dell'Emilia Romagna Cash loans 10,000 n.a. -
Banca Popolare di Vicenza Cash loans 45,000 n.a. -
Banca Popolare Friuladria Cash loans 11,000 n.a. -
Banca Popolare Friuladria Guarantees 2,000 n.a. -
Banca Sella Cash loans 5,000 n.a. -
Banco BPM Cash loans 17,000 n.a. -
Banco BPM Guarantees 12,485 0.40% 3,137
Banco di Brescia Cash loans 30,000 0.01% 20,000
Banco di Desio e della Brianza Cash loans 5,000 n.a. -
BNP Paribas Lease Group Financial derivatives 10,000 n.a. 377
Cassa di Risparmio del Veneto Cash loans 13,000 n.a. -
Credito Emiliano Cash loans 25,000 0.00% 25,000
Intesa SanPaolo Cash loans 40,000 0.30% -
Intesa SanPaolo Financial derivatives 7,000 n.a. 3,416
Large Corporate One Bank loan 8,571 0.75% 8,571
Unicredit Cash loans 48,705 0.00% 10,000
Unicredit Guarantees 42,000 0.30% 13,342
Banca Monte dei Paschi di Siena Guarantees 556 0.30% 556
Banca Nazionale del Lavoro Guarantees 1,000 0.30% 30
Banco BPM Guarantees 515 0.30% 515
Unicredit Cash loans 1,804 n.a. -
Unicredit Guarantees 10,800 0.30% 7,158
Unicredit Financial derivatives 15,000 n.a. 2,744
Veneto Banca Guarantees 200 0.40% 200
Banca Popolare di Bergamo Guarantees 50 n.a. -
Banca Monte dei Paschi di Siena Guarantees 33 n.a. -
Cassa di Risparmio del Veneto Guarantees 213 0.40% 213
Banca Popolare di Vicenza Cash loans 500 n.a. -
Unicredit Cash loans 1,100 n.a. -
Unicredit Guarantees 1,410 n.a. -
Banca Popolare Friuladria Guarantees 2,000 0.40% 1,996
BNP Paribas Lease Group Cash loans 427 n.a. 110
Intesa SanPaolo Guarantees 1,100 n.a. -
498,727 144,654

Please note: the total usage does not correspotidetdotal payables to banks as the use of theitdied to issue letters of credit does not enthé

creation of a bank payable.

During 2016 loans requested by the Group decrefasgdEuro 513,055 to Euro 498,727, with a drop afd&14,328
thousand, consistently with the decrease of tresige by Euro 29,038 thousand.

23. Trade payables

The following table shows how the item is brokemvddor each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Payables to suppliers 25,100 43,078
Payables to suppliers for invoices not yet received 77,952 79,744
Trade payables 103,052 122,823

Trade payables decrease from Euro 122,823 thousaBdro 103,052 thousand, a decrease of Euro 13hdlsand.
This variation is mainly explained by the decreimsthe purchase cost related to the trend of theegrasket to which

the raw material is adjusted.
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24. Payables to tax authorities

The following table shows how the item is brokemvddor each period considered:

T ds of Euro) 31.12.2016 31.12.2015
IRAP payables 1,029 176
IRES payables 202 221
Tax payables 1,231 397

Tax payables increase from Euro 397 thousand to Ei#31 thousand, with an increase of Euro 834 shiod and
include payables accrued at the end of year 201BRf&aP, and the IRES payable related to the congsawhich do not
adhere to Asco Holding S.p.A. tax consolidatiorntesys

25. Other current liabilities

The following table shows how the item is brokenvdat the end of each period considered:

(Thousands of Buro) 31.12.2016 31.12.2015
Advance payments from customers 2,519 1,821
Amounts due to parent companies for tax consoli 6,382 3,020
Amounts due to social security institutions 1,451 1,441
Amounts due to employees 4,679 4,419
VAT payables 2,650 2,643
Payables to revenue office for withholding tax 936 951
Annual passive prepayments 627 1,102
Annual passive accruals 368 1,059
UTF and Provincial/Regional Additional Tax paye 6,500 2,881
Other payables 7,579 23,986
Other current liabilities 33,691 43,324

Other current liabilities decreased from Euro 43,82ousand to Euro 33,691 thousand, marking a dseref Euro
9,633 thousand.

Advances from clients

Advances from clients represent the amounts paidhbycustomers as a contribution for works of atletts and

connection and realization of thermal plants ingoess as of the end of the financial period asldb8cember 2016.

Tax consolidation payables

This heading includes the accrued payables to patempany Asco Holding S.p.A., as part of the Nadio
Consolidation regime contracts signed by the Grooqmpanies with Asco Holding S.p.A. The balancehsf IRES
payables accrued for taxation up to 31 Decembe6 20With an increase of Euro 3,362 thousand frbenprevious

year.
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Welfare payables
Welfare payables include the payables for the weltbligations to pension institutions for compamployers and
managers, accrued as of 31 December 2016 but hpaigeas of year-end.

Payables to personnel

The amounts due to employees include holidays akert, deferred remuneration and bonuses earned 8% o
December 2016 but not paid out on that date. Téis increased from the previous year by Euro 260sand, mainly

due to the payables accrued as of year ended dbe tocentive plan.

VAT payables
VAT payables to the state are payables accruediih payments for the FY 2016, net of forward paymsent

Annual deferred income

The change in the item is mainly related to thdassification from other payables of deferred ineoam revenues

from cogeneration/heat supply.

Annual accrued liabilities

Accrued liabilities refer mainly to State fees ahé fees granted to local licensing bodies for éktension of the

concession for the distribution of natural gas, iimgthe territorial calls for tenders.

UTF payables and Additional Regional/Provincial Tax

They relate to amounts payable to the technicahdeent of finance and to the payment of excisg dad additional
taxes on natural gas. The balance is explainedhd®yifferent timing of billing gas consumption teeus, in contrast
with the monthly payments carried out by the sate®pany regarding the previous year. As of 31 Dée¥r2016, the
Group's total amount of payables is Euro 6,500¢h0d.

Other payables
These figures decreased by Euro 16,407 thousandragared to 31 December 2015 and mainly includgalpas to

the Authority for Electricity and Gas and Waterasdjng the new tariff components of transport bgtee companies,
payables from unpaid employee obligations accriseaf 81 December 2016 (Euro 1,101 thousand) andhbes to the

State for national television taxes charge in teetdc bills of household clients (Euro 605 thoudh

Benefits based on financial instruments

The Group grants additional benefits to some engaeyin strategic positions within the Group. Theerefits are
based on financial instruments (so-called “longrt@ncentive plan 2015-2017").
The plans adopted by the Group include the allonatf rights including acknowledgement in favour tie

beneficiaries of an extraordinary payment linkethi reaching of pre-set objectives.

26. Current financial liabilities

The following table shows how the items are brottewn for each period considered:
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(Thousands of Euro) 31.12.2016 31.12.2015
Financial payables within 12 months 3,552 3,641
Payables to leasing companies within 12 months 93 67
Current financial liabilities 3,645 3,708

Current financial liabilities decrease by Euro B8usand, going form 3,708 thousand to Euro 3,646shnd, mainly
due to the bank account balance for the joint obrswbsidiary ASM SET S.r.l. for Euro 3,412 thou$anet of the
Euro 2,838 thousand for the February 2016 compemséd Ascopiave S.p.A. by Veritas S.p.A. This cangation
was agreed upon when Ascopiave S.p.A. purchasedot9%ritas Energia S.p.A., as a guarantee on tradeivables
of the company purchased in February 2014.

Payables to leasing companies includes the cumst#lment of the payable to the Leasing companyHe purchase
of the co-generation plants as already highlightedthe paragraph “Non-current financial liabilgfeof this Yearly

Financial Report.

27. Current liabilities from derivative financiah$truments

The following table shows how the item is brokenvdat the end of each period considered:

31.12.2016 31.12.2015
(Thousands of Euro)
Current liabilities from derivative financial instruments 29 252
Current liabilities from derivative financial instr uments 29 252

Liabilities on derivatives are represented by thie ¥alue of the following commodity as of 31 Dedmn 2016, which

will have financial manifestation during year 20dred 2017

# Ref. Counterparty Type of Underlyerg Trade Effective Expiry Position Notional MtM (€/000)
instrument Commodity date date date

1 377846650 Unicredit Commodity Swap TTF Quarter Ahead  17-apr-16 1-ott-16 31-dic-16  Long/Buy 41.940 MWh 23

2 20695952 BNP Paribas Commodity Swap TTF Quarter Ahead  4-nov-16 1-gen-17 31-mar-17 Long/Buy 11.467 MWh 5

Totali 11.467 29
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COMMENTS ON THE MAIN CONSOLIDATED PROFIT AND LOSS@COUNT ITEMS

Revenues

28. Revenues

The following table shows the composition of themtby type of activity in the fiscal years consater

Financial Year Financial Year 2015

(Thousands of Euro) 2016
Revenues from gas transportation 28,968 26,752
Revenues from gas sale 379,730 472,974
Revenues from electricity sale 58,691 61,188
Revenues from connections 276 1,133
Revenues from heat supply 66 13
Revenues from distribution services 4,866 3,563
Revenues from services supplied to Group companies 1,330 1,157
Revenues from AEEGSI contributions 17,066 8,871
Other revenues 6,696 6,003
Revenues 497,689 581,655

At the end of the period considered, the Ascopi@veup’s revenues amounted to Euro 497,689 thousaitl,a
decrease of Euro 83,966 thousand as compared &athe period in the previous year. The revenues fratural gas
sale, equalling Euro 379,730 thousand, record eedse as compared to the same period of the peefitancial year
totalling Euro 93,244 thousand. The decrease isilgnaxplained by a decline in unit sales pricesva$f as the lower
volumes of natural gas sold to the end market 2-18illion cubic meters); during 2016, 800,3 millieabic meters
were sold as compared to 818,6 million in the spemr@od in the previous year. At the end of the yHae revenues
deriving from the sale of natural gas to wholesaterat the virtual trading point (so-called VTRyres booked totalling
Euro 50,623 thousand. They mainly relate to thewarn®of natural gas imported from Russia. Thesessale aimed at
the redemption of the procurement risk and at imipigpthe effectiveness of the purchase price of#ve material.

The natural gas shipping activity was not perforragdhe Group during the first quarter of 2015, wileose quantities
were managed under the framework contract signethéothermal year 2014-2015 with the Group’s rexfiee shipper.
The transportation of natural gas to the distrifmuthnetwork generated revenues for Euro 28,968 #ralswith an
increase as compared to the same period of théopreyear of Euro 2,216 thousand, involving thesport of 801.7
million cubic meters (+13.2 million as compared2@l5). The Restriction on total revenues is deteechi year after
year, based on the number of redelivery points@benpany served during the reference period, as aglbn the
reference price, whose values are established alniéshbed by the Authority for Electricity and Gag b5th December
of the year before that in which the price becosfésctive. In September, in fact, CSEA notified Beoup companies
of the preliminary equalization results for the y2815. This communication shows — for the compan@nsolidated
using the line-by-line method — a positive differerof Euro 1,174 with respect to the equalizatiomants entered in
the 2015 financial statements; this amount wasgeized in the accounts as of 31 December 201 difference
recorded is mainly due to the different valuatidrih@ restriction on revenue, since the equaliratimounts allocated
in the 2015 financial statements were calculatesetheon the temporary reference rates publishetiénAnnex to
Resolution 147/2015/R/GAS, whereas the equalizadiorounts notified by CSEA were calculated basedthen
definitive reference rates published in the AnreeRéesolution 99/2016/R/GAS.

At the end of the reference year, the revenues fteutricity sales amounted to Euro 58,691 thousahdwing a
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decrease over the previous year of Euro 2,497 #mmusThe GWhs sold in 2016 amount to 339.9 millimarking a
decrease of 18.8 million over the previous yeae Tévenues from connection services to the digtabunetwork are
equal to Euro 276 thousand, with a decrease of BB&® thousand as compared to 2015. The revenues the

distribution companies of the Group are fully recsiagd among the non-current liabilities and pogtethe profit and
loss statement based on the useful life of thetplhuilt. The revenues derived from services predidy distributors,
being equal to Euro 4,866 thousand, show an inereb&uro 1,303 thousand as compared to the sanwdga the

previous year. The change is mainly explained kyrétlassification of revenues recognized by thesssompanies for
the chargeback of connection costs which in theespariod in the previous year were booked in tamitRevenue
from connection services”. The revenues from cbatibns made by the Authority for Electricity, Gaad Water
amount to Euro 17,066 thousand recording an inered&uro 8,195 thousand as compared to the prewiear. The
contributions are paid for the achievement of dfijes set by the Authority itself in terms of engrgaving and
published by resolution, which defines the speafitigations of primary energy savings by the aditiégl distributors.
The contributions recognized in 2016 are calculdigdevaluating the quantities of energy efficiermrtificates

accrued as compared to the 2016 target (regulgmnpd June 2016 - May 2017). The unit contributitsed for the
economic quantification of the fulfillment of thebl@ation is equal to the fair value of the fordcaentribution

announced by GSE for the 2016 target (regulatoriogelune 2016 - May 2017) measured at 31 Dece2®B8 and
amounting to Euro 166,7 (source: STX). The itemH&trevenues” increased from Euro 6,003 thousamd 2015, to

Euro 6,696 thousand in the period considered, shgpan increase of Euro 693 thousand. The item dlesltEuro 396
thousand resulting from the execution of the agm@mentered with Veritas S.p.A. for the acquisitid the investee
company Veritas Energia S.p.A., which require tbkes to pay a compensation for trade receivablésting at the

closing date and not cashed in within the two feilg years.

Costs

29. Cost for gas purchase

The following table reports the costs relatingtte purchase of gas over the relevant financiabgsri

Financial Year 2016 Financial Year 2015
(Thousands of Euro)
Purchase costs for raw material (gas) 231,029 325,936

Purchase costs for raw material (gas) 231,029 325,936

At the end of the reference year, the costs fanrahgas procurement amounted to Euro 231,029 #maljshowing a
decrease of Euro 94,907 thousand as compared gathe period in 2015 The decrease in costs is ynekmlained by
the trend of the price basket to which the raw nités adjusted as well as lower consumption rdedrin the period
considered. The procurement activity of the rawamal to be sold to the end market has in fact lvea the purchase
of 800.3 million cubic meters, which translatesoirst decrease of 18.3 million in consumption. Dur@l6, the
compensation to the Group amounting to Euro 11th8asand for the adoption of the mechanism fompttoenotion of
long term contract renegotiations for years 202016 pursuant to AEEGSI 447/2013/R/gas Resolutftecizd the
reduction of purchase costs considerably. In theogeconsidered, the company purchased and staedah gas for a

total amount of Euro 1,945 thousand as compardtlto 1,980 thousand as of 31 December 2015. Theuating of
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the economic effects of the hedging derivativeswat during the year has determined the recogniti@osts totalling
Euro 34 thousand which have increased the itemnbgcaiivalent amount. It is to be noted that, dutimg financial
period, no trading activities were performed arat the most significant amounts of natural gasttiersupply to end
customers were provided to the Ascopiave Groughbycompany Eni Gas & Power S.p.A.

30. Cost of other raw materials

The following table reports on costs relating te gurchase of other raw materials during the reiefiaancial periods

Financial Year Financial Year
(Thousands of Euro) 2016 2015
Purchase of electricity 16,894 18,824
Purchase of other raw material 1,991 1,671
Purchase costs for other raw materials 18,887 20,495

At the end of the fiscal year, the costs incurmedtiie purchase of other raw materials registez@eahse equal to Euro
1,608 thousand mainly explained by the lower c&tsrred to procure electricity.

The costs incurred for the purchase of electrisinowed a decrease of Euro 1,930 thousand, from E8;824
thousand, to Euro 16,894 thousand in the refereec@d. The decrease is mainly explained by theedse in KWh
traded (-18.8 million) which at the end of 2016 amioto 339.9 million.

The costs incurred for the purchase of other nalteregister an increase equal to Euro 320 thoyd$eord Euro 1,671
thousand in 2015 to Euro 1,991 thousand in theeate period. This item mainly includes costs ealdb the purchase

of materials for the construction of natural gastritiution plants.

31. Costs for services

Costs for services for the relevant periods aréyaad in the following table:
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Financial Year Financial Year
(Thousands of Euro) 2016 2015
Costs of conveyance on secondary networks 73,821 85,777
Costs for counting meters reading 675 755
Costs for mailing bills 563 461
Mailing and telegraph costs 1,164 1,483
Maintenance and repairs 2,253 2,672
Consulting services 4,982 4,131
Commercial services and advertisement 2,061 2,173
Sundry suppliers 1,436 1,729
Directors' and Statutory Auditors' fees 1,303 1,086
Insurances 1,182 1,016
Personnel costs 999 836
Other managing expenses 6,533 6,283
Costs for use of third-party assets 9,902 10,531
Storage services 629 218
Costs for services 107,503 119,151

The costs for services incurred during the findngear showed a decrease of Euro 11,648 thousaodh Euro
119,151 thousand in 2015, to Euro 107,503 thougatite reference period. This variation is mairnkplained by the
lower costs totalling Euro 11,956 thousand relatethe carriage costs on the primary and secomuiryorks, utilities
(- Euro 293 thousand) as well as costs connectaddmf third party asset (Euro -629 thousand).

This decrease is partially offset by higher costsdonsultancies (Euro 851 thousand, for transportaf electricity
(Euro 523 thousand), other expenses (Euro 250 aéimoiysand warehouse services (Euro 411 thousand)

The lower costs incurred for the transportationnafural gas re mainly explained by the decreaseoirsumption
recorded in the period considered (-18.3 milliorbicumeters) as well as decreased amounts of commatieecl
electrical power (- 18.8 Gigawatt/h).

The costs incurred for consultancy services inedasm Euro 4,131 thousand in 2015, to Euro 4,982isand in the
reference period. This increase is mainly explaibgdigher costs incurred for the creation of compAP Reti Gas
S.p.A. for Euro 560 thousand.

Costs for other management expenses surge for Zafahousand mainly due to the increased costbdok and
postal account commissions for Euro 153 thousaddfamincrease in cleaning costs for Euro 64 thadisa

The costs incurred for the use of third-party ashave decreased by Euro 629 thousand comparhd fevious year.

This mainly includes fees paid to Local Authoritfes the management of the natural gas distributimmcessions.

32. Costs for staff

The following table shows the breakdown of persboosts in the years considered:
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Financial Year 2016 Financial Year 2015
(Thousands of Euro)

Wages and salaries 21,040 18,607
Social security contributions 6,294 5,926
Severance indemnity 1,375 1,291
Other costs 28 164
Total personnel costs 28,737 25,987
Capitalized personnel costs (4,504) (4,414)
Personnel costs 24,233 21,573

The cost for staff is net of costs capitalized lxy tompanies of natural gas distribution in congeariwith increases in
intangible assets for works performed on a time material basis, which are directly attributedtie tmplementation
of facilities for the distribution of natural gasdarecorded as an asset

Costs for staff decrease from Euro 25,987 thousara15 to Euro 28,737 thousand in the referenec®gemarking
an increase of Euro 2,750 thousand.

Including welfare obligations, the surge is due Earo 1,452 thousand to the accounting of the lengy personnel
incentive scheme for Euro 745 thousand, as welbathe rise in salaries for the year under consittemn, due to
personal merits and agreement obligations.

Pursuant to IFRS 2, the cost of the long-term itigerscheme was offset by a provision in the Shaldehrs’ Equity for
Euro 923 thousand for shares and in the PensiodsHian the cash amount of Euro 529 thousand.

The amounts accounted for the long-term incentlgagprefer to the first two years of the 2015-2@irée-year period,
which is the period for the accrual of the inceatiit the date of approval of the 2015 Statememtameters for the
calculation of prospective amounts were not avalat calculate the cost that would be accrued.

For additional details please refer to “Sectiondf’the Remuneration Report, as envisaged by A&3. 4 par3 of the
Legislative Decree no. 58/1998 (so-called UnifiébRcial Text).

Capitalized personnel cost registered an increb&eim 89 thousand, going from Euro 4,414 thousainithe previous
year to Euro 4,504 thousand of 2016, decreasingubgall cost of personnel of the same amount.

The table below shows the average number of Groygaees by category at the end of the indicatebgs:

Type FY 2016 FY 2015 Variation
Managers (average) 17 17 0
Office workers (average) 362 357 5
Manual workers (average) 103 105 (2)
No. of personnel employed 482 478 4

33. Other operating costs

The following table shows the breakdown of othegraging costs in the periods considered:
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Financial Year 2016 Financial Year 2015
(Thousands of Euro)

Provision for risks on credits 2,891 4,004
Other provisions 532
Membership and AEEGSI fees 697 646
Capital losses 886 454
Extraordinary losses 819 1,353
Other taxes 948 969
Other costs 681 865
Costs of contracts 641 522
Energy efficency certificates 16,705 8,766
Other management costs 24,269 18,110

Other operating costs, increasing from Euro 18thbdisand in 2015, to Euro 24,269 thousand in tfexerce period,
show an increase of Euro 6,159 thousand, mainlytduggher costs incurred for the purchase of Epe&fficiency
certificates (Euro +7,939 thousand), partially effby lower allowances for doubtful accounts (Etrd 13 thousand)
made possible thanks to the appropriate capacitijeobad debt provision. The item “Capital lossea$ increased by
Euro 432 thousand as compared to the same peri@d1b. The item includes the net book value ofdieessets
divested during the reference period. The costegmized as of 31 December 2016 for the purchasenefgy
efficiency certificates are calculated by evalugitihe amounts of certificates accrued as comparedet 2016 target
(regulatory period June 2016 - May 2017). The oo#t is the fair value of the prices recorded m rilevant market,
calculated on 31 December 2016, and amounting to Eed,4, source: STX (Euro 105.7 on 31 Decemb&bR0

34. Other operating revenues

The following table shows a breakdown of other afing income in the periods considered:

Financial Year 2016 Financial Year 2015
(Thousands of Euro)
Other income 596 591
Other income 596 591

At the end of the reference period, other operatmgme shows an increase of Euro 5 thousand, ffomo 591
thousand in 2015, to Euro 596 thousand. In 20X5itém includes mainly the plus values derivingifreale of durable
goods.

35. Amortization and depreciation

Amortization and depreciation for the relevant pdsi are analysed in the following table:
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Financial Year 2016 Financial Year 2015
(Thousands of Euro)

Intangible fixed assets 17,853 17,657
Tangible fixed assets 2,397 2,521
Amortization and depreciation 20,227 20,029

Amortization and depreciation record an increas&wb 198 thousand, from Euro 20,029 thousand 626 Euro

20,227 thousand in the reference period.

Financial income and expense

36. Financial income and expense

The following table shows a breakdown of finanamglome and expenses in the periods considered:

Financial Year 2016 Financial Year 2015
(Thousands of Euro)

Interest income on bank and post office accounts 11 309
Other interest income 232 489
Other financial income 4 5
Financial income 247 803
Interest expense on banks 90 516
Interest expense on loans 511 621
Other financial expenses 190 184
Financial charges 791 1,321
Evaluation of subsidiary companies with net equity method 1,157 1,491
Evaluation of subsidiary companies with net equity method 6,593 5,958
Evaluation of subsidiary companies with the net equ ity method 7,750 7,449

Total net financial expenses 7,206 6,931

At the end of 2016, the balance between finano@ine and expenses showed a loss of Euro 544 tiahusaecrease
from the previous year of Euro 26 thousand.

This variation is due to the combined effect ofklad arbitrage operations of interest rates in 2046ich had been
carried out in 2015, and the reduction of interagts of banks to the lines of credit, as well m$ngprovement of the
financial situation, which decreased the necessityse said lines of credit.

The item “Evaluation of associated companies uiiegequity method” amounts to Euro 1,157 thousartiacludes
the use of a portion of the bad debt provisiontf& coverage of the capital deficit of the affdéiatompany Sinergie
Italiane S.r.l. in liquidation following the proféichieved during the period as detailed in thei@e¢Shareholdings” of
these explanatory notes. The item registers a dseras compared to the same period of the preyearsequal to
Euro 334thousand.

The item “Result quota from jointly controlled coampes” includes the net results achieved by thetljoicontrolled
companies in the reference period; they increagelduso 635 thousand compared to the previous yetalling Euro
6,593 thousand.

Taxes

37. Taxes in the reference period
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The table below shows the breakdown of income teowex the periods considered, distinguishing therecu

component from the deferred and advance ones:

Financial Year 2016 Financial Year 2015
(Thousands of Euro)

IRES current taxes 20,870 17,953
IRAP current taxes 2,714 3,232
(Advance)/Deferred taxes (1,182) (2,666)
Taxes for the period 22,401 18,519

Accrued taxes increase from Euro 18,519 thousang0itb to Euro 22,401 thousand in the referenceogethus
registering an increase of Euro 3,882 thousand.ifidrease recorded is mainly explained by the highefit achieved
in 2016.

The table below shows the breakdown of IRES taxdlse years considered:

(Thousands of Euro) FY 2015 FY 2015
IRES 983 850
Additional IRES 0 0
Charges / (income) from tax consolidation 19,887 17,103
Current taxes IRES 20,870 17,953

The table below shows the incidence of tax on diselt before tax for the periods considered:

Financial Year 2016 Financial Year

(Thousands of Euro) 2015
Earnings before tax 79,343 63,881
Taxes for the period 22,401 18,519
Percentage of income before taxes 28.2% 29.0%

The tax-rate recorded as of 31 December 2016 ialéq28.2%, a decrease of 0.8% compared to thequeyear.

Non-recurrent components

Pursuant to CONSOB n.15519/2005 Resolution it i®chdhat the item “cost for the purchase of gas naaterials”
include Euro 11,122 thousand accounted to subgidiacotrade S.p.A. by the AEEGSI for the balancahaf APR
system. It is also noted that revenues of compamyRAti Gas S.p.A. for natural gas distribution &y benefitted
from the positive effect of Euro 1,173 thousandivdeg from the differential between preliminary iesates and
balance of 2015 revenues. Said components areauomrent and both have been included in the pgpagt@ther

significant events” herein.
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Transactions deriving from unusual and/or atypicaloperations

Pursuant to CONSOB communication N. DEM/606429@dl&8th July 2006, we report that during 2015 nosual
and/or atypical operations occurred.
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OTHER COMMENTS ON THE ANNUAL FINANCIAL REPORT AS OB1 December 2016

Commitments and risks

Guarantees given

As of 31 December 2016, the Group provided thetalhg bank guarantees:

Guarantees to companies within the consolidatiea:ar

(Thousands of Euro)

31" Decembre 2016

31" Decembre 2015

On credit lines 6,400 6,400
On financial leasing agreements 0 956
Guarantees on credit lines (letter of comfort) 231 1,653
On execution of works (letter of comfort) 903 943
Agreements on incentives art. 4 of Law no. 92/2012 43 119
On UTF offices and regions for taxes on gas (letter of comfort) 4,157 6,232
On UTF offices and regions for taxes on electricity (letter of comfort) 119 669
On distribution concession (letter of comfort) 3,414 2,789
On conveyance agreements (letter of comfort) 12,841 8,778
On agreements for transport of electricity (letter of comfort) 16,751 13,849
On purchase of gas agreements (letter of comfort) 22 556
On purchase of electricity agreements (letter of comfort) 2,000 2,000
On contest 0 19
On_storage of natural gas service 410 110
Total 47,290 45,072

The increase of issued collaterals is related ¢oitisreased requested coverage by the nationahtopén charge of

distribution of electrical power, as well as byrieased letters of credit issued for gas transpont@bmpanies, outside

the Group.

Guarantees to the jointly controlled companiesafitiate companies assessed with the equity method

(Thousands of Euro)

31" Decembre 2016

31" Decembre 2015

On credit lines 26,665 34,333
On execution of works (letter of comfort) 8 8
Agreements on incentives art. 4 of Law no. 92/2012 495 0
On UTF offices and regions for taxes on gas (letter of comfort) 928 928
On UTF offices and regions for taxes on electricity (letter of comfort) 68 79
On distribution concession (letter of comfort) 180 180
On conveyance agreements (letter of comfort) 1,128 671
On agreements for transport of electricity (letter of comfort) 216 406
On leases 114 114
Total 29,801 36,719

The letters of comfort on lines of credit and gaschase contracts issued in favour of the subsidiamergie Italiane

S.r.l. in liquidation amount as of 31 December 261.&uro 26,665 thousand (Euro 34,333 thousan@15R

Risk and uncertainty factors

Information pertaining agreements that are not staéd in the income statement

Pursuant to Art. 2427, first paragraph, item 22d€the Italian Civil Code, introduced with Legisiee Decree 173
dated 23 November 2008, it is noted that the compmhes not subscribe to agreements that are nhided in the

income statement.
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Management of financial risk: objectives and criteia

The investments in the operative activities of @reup mainly consist of bank loans, financial legsilease contracts
with the possibility of purchase and bank depoaitsight and short-term. The recourse to such fafriavestment
exposes the Group to the risk connected with thetdbtion of interest tax rate, that successivetiednine possible
variations on financial costs.

The operative activity, on the contrary, put th®@r on the position of possible receivable riskihhe counterparts.
The Group, furthermore, is subject to liquiditykssbecause the available financial resources mapeeufficient to
meet its financial obligations, in the terms anddimes forecast.

The Board of Directors re-examines and agreesdheigs for risk management, described hereinafter.

Interest rate risks

Because of the seasonality of the natural gas essioycle, the Group aims at managing the neech&ir by means of
temporary and medium-term loans at variable rates.

Furthermore, the Group manages medium-long teraméiimgs at variable rates with primary bank infits, with an
outstanding debt as of 31 December 2016 of Eur8283thousand and due dates betwe®dahuary 2017 and"s
February 2026.

The medium - long term loans are mainly represemgdhe loan granted in 2011 by Unicredit S.p.Athwan
outstanding debt of Euro 8,517 thousand as of 3deBwer 2016, subject to a securitization operdtipithe lender,
and by the loan issued in August 2013 by the Ewmogavestment Bank with an outstanding debt of E34¢00
thousand. Both are subject to covenants which ate m

For further details please see paragraph né6Medium- long term loans”.

Sensitivity analysis of the interest rate risk
The following table shows the impacts on the Greupte-tax result of the possible variations inriegé rates in a

reasonably possible interval.

January February March April May June July August eptember _October  November December

Net Financial Position 2016 120,610) (94,608) (70,635) (42.423) (64,081 (69.473)  (76,740) (77.462)  (96,334) (94,119

Positive average rate 0.01% 0.01% 0.1 /o 0.01% 0.02% 0.01% 0.01% 0.01% 0 0.01%

Negative average rate 0.63¢ 0.66% 0.58% 0.63% _ 0.61% 0.44% 0.3

Positive average rate increased of 200 basis point 2,019 2.01% 2.02% 201%  2.01% 2.01% 2.0

Negative average rate increased of 200 basis point 2.63¢ 2.66% 2.58% 2.63%  2.61% 2.44% 2.3

Positive average rate decreased of 50 basis point 0.00° 0.00% 0.00% 0.00% 0.00% 0.00% 0.(

Negative average rate decreased of 50 basis point 0.13% 0.16% /o 0.17% 0.08% 0.12% 0.13% 0.11% 0.05% 0.00% 0.( 0

Net Financial Position recalculated with increase of 200 basis point  (120,815) (94,759)  (70,755)  (42,492)  (64,190) (46,716) (69,591) (76,870) (63,088) (77 (96,492)  (94,279)

Net Financial Position recalculated with decrease of 50 basis point_(120,559) (94,571) _(70,605) _(42,405) _(64,054) (46,620) (69,444) (76,707) (62,959) (77,429) (96,2944) (94,079) _ Total
Effect to income before taxes with increase of 200 basis point (205) (150) (120) (70) (109) an (118) (130) (104) (132) (158) (160)  (1,532)
Effect to income before taxes with decrease of 50 basis point 51 38 30 17 27 19 30 33 26 33 40 40 383

The sensitivity analysis, obtained by simulatingasiation on interest tax rates applied on the iclgees of the Group
equal to 50 basis points in decrease (with a minintinit of zero basis points) and 200 basis pointsncrease,
maintaining unchanged all the other variables, detadan estimation of an effect on the result etaxes which is
negative for Euro 1,532 thousand (2015: Euro 2,B@fusand) or positive for Euro 383 thousand (20&Gro

551thousand).

Receivable risk
The operative activity put the Group in a positafrpossible receivable risk caused by the misssple of trading
obligations between the counterparts.

The Group constantly monitors this type of riskothgh an appropriate credit management procedulpedhén that

150
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sense also by the division of a significant commbrog accounts receivable. The policy prescribefilly write down
the receivables that show an older expiry date tharyear (that is to say which have expired fograa year) and in
any case all the existing receivables from insdiaients or clients subject to bankruptcy procagdj and to apply
write-down percentages determined by historicaleseon the most recent receivables, checking tpadity of the
allowance for bad debts, so that it can entirelyecall receivables having an ageing higher thambaths and most

receivables expired between 6 and 12 months.

Liquidity risk

The liquidity risk concerns the risk of the Grougt to dispose of available and sufficient financegources in order to
meet its financial obligations, in the forecastiterand deadlines, due to the impossibility of rgjsiew funds or
selling assets on the market, affecting the incetatement if the Group is obliged to incur addiéibcosts to meet its
obligations, or in case of insolvency entailingsigor the business.

The Group constantly aims at highest balance andbility of financing sources and uses, minimizitgt risk. The
two main factors influencing Group liquidity are tre one hand the resources generated or absoylibeé loperative

or investment assets, on the other hand the egpayacteristics and debt renewal.

Risk of prices of raw materials

The company is exposed to the risk of fluctuatibthe cost of the raw material due to the misalignirbetween the
baskets of tariff index of natural gas sale andotheket of purchase costs index, which can berdifte

In order to reduce the afore-stated risk, the comabscribed contracts of provisioning that eryésthe almost full
coverage of the indexing clauses of cost in the maaterial purchase portfolio and of the indexinguskes of price in
the sale portfolio.

The risk is therefore connected to possible volunigmatching’'s between the amounts in the final i@@aunderlying
the various indexing formulas and the related anwinudgeted based on which the purchase portf@® been
structured.

Risk management and control policy

In September 2015, the Group applied the “Managemaech Control of Energy and Financial Risks” Pality pursue
the goals of containing the volatility deriving fnroenergy risks on the overall margins and stabdesh flows, as well
as balance financing resources and decrease fundats,

Pursuant to the provisions of the “Energy and FarelrRisk Management and Control” Policy, the Gravuif) be able
to resort to derivatives for hedging purposes,riteoto reduce or mitigate those risks.

To this end, the “Compliance with EMIR RegulatidPfocedure has been approved, which defines treziardand rules
through which the Ascopiave Group fulfils its olaigpns under the EU Regulation no. 648/2012 — EemopMarket
Infrastructure Regulation, concerning the risk gation techniques associated with the use of direvahedging
instruments, required to make these operationsasgarent as possible to the market.

The main parties involved in fulfilling these oldtipns are the Group's Finance and Treasury Depattiand the
Supply & Sale Pricing Director of the Sales SBL& fhist in relation to derivatives on interest amdhange rates, the
second regarding commodity derivatives. They withsult the relevant bank officers in order to prephe reporting
activity required by the EMIR Regulation.
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Price risk management and methods of accounting psentation

The Group is exposed to commodity price risk duetsooperations in the gas and electricity sectthns; overall
objective of risk management is to reduce the impacthe Group's Income statement of the effedtingr from the
portfolio purchases and sales because of changearket prices.

The risk exposure is currently defined in termsafiumetric gap between the different indexing folasuof contracts
in portfolio and taking into consideration, themfpoany natural hedging situations in the portfos concerns risk
management activities, the Group uses derivativantiial instruments and specifically Swap transastiin order to
reduce the overall exposure of the portfolio, tigtoa reduction in the gaps detected between tfereiitt formulas.
Specifically, the derivative instruments that mayused by the Group are Commodity swaps on the pfigas and/or
Contracts for Difference on the price of electsidtomparable to Swap contracts); both operatingagons involve the
periodic swap of a differential between a fixeccprand a variable price indexed to a specific ntdskachmark.

It is noted that, as of 31 December 2016, derieafivstruments, detailed in paragraph 6 “Non-currasgets on
derivative financial instruments”, 14 “Current assen derivative financial instruments” and 27 “faunt liabilities on
derivative financial instruments” of which the mademarket amounts to Euro +1,760 thousand in tbimbe a future

and retroactive effect.

Specific risks in the business sectors in which tH8roup operates

Regulations

The activities carried out by the Ascopiave Grouphie gas sector are subject to regulations. Dwestand regulatory
measures adopted in the European Union and byalanl Government, as well as the resolutions efAlthority for

Electricity, Gas and Water can have a significanpact on the operations, the operating results thadfinancial

balance. Future changes in the regulatory poliayptatl by the European Union or at a national lewelld have
unexpected effects on the regulatory reference dreonk and, consequently, on the activity and resolt the

Ascopiave Group.

Seasonal nature of the activity

Gas consumption varies considerably on a seasasid,bwith a higher demand during winter, in relatto higher
consumption for heatingSuch seasonal nature influences the rise in geess sahd supply costs, while other
management costs are fixed and evenly supportédeb§roup during the year. The seasonal naturkeoéttivity also
affects the performance of the Group's net findruigition, as the active and passive billing cgcdee not aligned
with each other and depend on the performance of/giumes sold and purchased during the year. Tdrerghe data
and information contained in the interim financi&tements do not allow drawing meaningful condlusias to the

overall trend of the year.

Management of Capital

The primary objective of the management of the @iouapital is to guarantee that a solid credihgais maintained,
as well as suitable levels of the capital indicafdie Group can adapt the dividends paid to shédetrs reimburse
capital or issue new shares.

The Group checks its capital by means of a delitadaptio.

The Group includes financial charges, trade andrgthyables in its net debt, net of liquid fundd aguivalent.
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(Thousands of Euro) 31.12.2016 31.12.2015

Financial position in the short term 59,220 69,786
financial position in the medium-long term 34,899 44,250
Financial gross debt 94,119 114,037
Share capital 234,412 234,412
Own shares (17,521) (17,521)
Reserves 173,684 160,233
Undistributed net profit 53,635 43,014
Total Net equity 444,209 420,137
Total capital and gross debt 350,089 306,100
Debt/Net assets ratio 0.21 0.27

The debt/net equity ratio as of 31 December 20162%, a decrease as compared to 31 December @i, to 0.27.
The decrease in this indicator is related to thmhkioed effect of the increase in the Net finangasition (Euro
+19,918 thousand in 2016), and the Shareholdeugtyegvhich has increased by Euro 24,072 thousamdpared to 31
December 2015, even if there was a considerabidatid distribution among Shareholders during ther,yfor Euro
33,347 thousand (Euro 33,332 thousand in 2015)

Representation of financial assets and liabilitieby categories

The breakdown of financial assets and liabilitigschtegories and their fair value (IFRS 13) as biC&cember 2016

and 31 December 2015 is as follows:
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31.12.2016
(Thousands of Euro) A B C D E F Total  Fair value
Other non-cutrent assets 13,566 13,566 13,566
Non-current assets from derivative financial instruments 485 485 485
Trade receivables and Other current assets 185,174 185,174 185,174
Cash and cash equivalents 8,822 8,822 8,822
Current assets from derivative financial instruments 1,304 1,304 1,304
Medium- and long-term bank loans 34,541 34,541 34,541
Other non-current liabilities 12,052 12,052 12,052
Non-current financial liabilities 357 357 357
Payables due to banks and financing institutions 64,397 64,397 64,397
Trade payables and Other current liabilities 133,598 133,598 133,598
Current financial liabilities 3,645 3,645 3,645
Current liabilities from derivative financial instruments 29 29 29
31.12.2015
(Thousands of Euro) A B C D E F Total  Fair value
Other non-current assets 15,366 15,366 15,366
Non current financial assets 0 0
Trade receivables and Other current assets 210,217 210,217 210,217
Current financial assets 3,487 3,487 3,487
Cash and cash equivalents 28,301 28,301 28,301
Medium- and long-term bank loans 43,829 43,829 43,829
Other non-current liabilities 12,054 12,054 12,054
Non-current financial liabilities 422 422 422
Payables due to banks and financing institutions 97,866 97,866 97,866
Trade payables and Other current liabilities 163,224 163,224 163,224
Current financial liabilities 3,708 3,708 3,708
Current liabilities from derivative financial instruments 252 252 252

Legend

A - Assets and liabilities at fair value directBcognized in the Profit and Loss Account

B - Assets and liabilities at fair value directgcognized in Equity (including hedging derivatives)
C - Investments held to maturity

D - Assets for granted loans and receivables (@iolyicash equivalents)

E - Assets available for sale

F - Financial liabilities recognized at amortizexstc

Remuneration of Auditing Company

Pursuant to Art. 149-duodecies of Consob Issueegiufation, hereby a full overview of remuneratidrite Auditing

Company for 2015 is provided. Payment includes bin¢hauditing service and additional services d§ we
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Type of service Entity providing the service Recipient Fees (Thousands of Euro)
Audit PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 127
PricewaterhouseCoopers S.p.A. Controlled companies 187
i i 20
Audit and other service PricewaterhouseCoopers S.p.A. Ascopiave S.p.A.
PricewaterhouseCoopers S.p.A. Controlled companies 24
PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 5

Other service ) .
PricewaterhouseCoopers S.p.A. Controlled companies -

Total 363

Business segment reporting

The sector information is provided regarding theibess sectors in which the Group operates. Busigestors are
identified as primary segments of activities. Thitgeda used for identifying the activity segmehtsve been inspired
by the methods whereby management runs the Gralipssigns managerial responsibilities.

Based on the information required by the IFRS 8siBass Segment Reporting, Operative segmentstdimpany has
identified as segments subjects of the reportiegatttivities of gas sales and distribution.

Information for geographic sectors is not providsidce the Group does not have any business gctiviside of the
national territory.

The following tables show the information on revesufinancial results and balance sheet items coimge the

business segments of the Group for the years 20d @@15.

Financial year 2016

Gas Gas Electricity Cancellations
‘Th ds of E
(Thousands of Euro) Distribution Sale sale Other and adjustments Total
Net revenues of third-party customers 37,558 399,279 59,044 1,808 497,689
Intra-group revenues among the segments 51,431 5,452 31,546 18,797 (107,2206) 0
Segment revenues 88,989 404,731 90,590 20,605 (107,226) 497,689
Operating result before amortization 37,535 52,596 4,943 (2,684) 27) 92,363
Amortization 16,708 2,599 0 920 20,227
Operating result 20,828 49,997 4,943 (3,605) 27) 72,137
Result before taxes 23,361 55,550 4,943 4,511) 79,343
Assets 398,344 240,157 7,858 156,882 (69,938) 733,304
Liabilities (81,859) (145,657) (11,579) (119,939) 69,938 (289,095)
Financial Year 2015 Gas Gas sale Electricity Other 31.12.2015 Elisions Total
(Thousand of Euro) distribution sale values from
new
acquisitions
Net revenues of third-party customets 46,861 472,974 61,188 632 0 581,655
Intra-group revenues among the segments 60,905 1,954 31,267 0 0 (94,126) 0
Segment revenues 107,765 474,928 92,455 632 0 (94,126) 581,655
Operating result before amortization 36,207 37,962 3,167 (356) 0 76,980
Amortization 17,031 2,414 156 428 0 20,029
Operating result 19,175 35,547 3,011 (783) 0 56,950
Result before taxes 20,153 41,062 3,449 (783) 0 63,881
Assets 570,783 257,414 9,781 0 0 (55,524) 782,454
Liabilities (283,243) (130,864) (3,735) 0 0 55,524 (362,317)
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The figures above have been restated subsequth@ spplication of a different method to allocaipdrating and pre-
tax) earnings to the SBUs.

Earnings per share

As required by the IAS 33 accounting standard fallewing information is provided about the calctita of basic and
diluted earnings per share.

The basic earnings per share is calculated by idiyithe net income for the period attributable he Company’s
shareholders by the number of shares, net of oaresh

For the purposes of calculating the profit per bsis@re, the numbering used the financial resuthefperiod less the
share attributable to third parties.

There are no preference dividends, conversionsrefeped shares or similar effects that would adjhe results
attributable to the holders of ordinary sharehia@ompany.

Diluted profits for shares result as equal to thfmseshares in that ordinary shares that could laddutive effect do
not exist and no shares or warrants exist thatdcbave the same effect.

The result and the number of ordinary shares usechlculate base earning per share, identified rdowp to the

method forecast by IAS 33 are reported below:

Amount at Amount at
(Thousands of Euro) 31 dicembre 2016 31 dicembre 2015
Net profit attributable to parent company shareholders 53,635 43,014
Weighted average number of ordinary shares including own shares, for 234,411,575 234,411,575
the purpose of earnings per share
Weighted average number of own shares 12,100,873 12,148,044
Weighted average number of ordinary shares, excluding own 222,310,702 222,263,532
shares, for the purposes of net income per share
Earnings per share (in Euro) 0.241 0.194

Transactions with related parties

The transactions with related parties in the fimanmeriod considered are detailed in the followiables:
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(Thousands of Euro)

Trade
receivables

Other
receiva

Trade
payables

Other
payable

Costs

Revenues

Goods

Services

Other

Goods

Services

Other

Parent company
ASCO HOLDING S.P.A.
Total parent company
Affiliated companies
ASCO TLC S.P.A.
SEVEN CENTER S.R.L.
Total affiliated companies
Subsidiary companies
Estenergy S.p.A.

ASM SET S.R.L.

Unigas Distribuzione Gas S.r.I.
SINERGIE ITALIANE in liquidazione S.R

Total subsidiary companies

36
36

110
40
150

36

1,659

31

13
1,739

4,925
4,925

21

8,193
8,214

0

69

69

75

2,533

2,627

7,738
7,738

3,412

0
3,412

20

58,151
58,17 1

0

533
248
781

48
9,056
27
9,131

20,982
20,982

© O O o O

6,521
100

6,621

61
61

121
37
158

443
62
66

572

347

347

57

58

Total

1,925

13,139

2,697

11,150

58,173

9,913

20,998

6,621

790

405

Ascopiave S.p.A., AP Reti Gas S.p.A., Ascotrade./S,pAP Reti Gas Rovigo S.r.l, Edigas Distribuzo.r.l.,
Pasubio Servizi S.r.l., Blue Meta S.p.A. and VeriEmergia S.p.A. joined the consolidation of the rielationships of
the parent company Asco Holding S.p.A., recordedeunthe items “Other current assets” and “Othemrequr

liabilities”.

As far as the jointly controlled companies are evned:
— Estenergy S.p.A.:
0 The revenues for services are connected to sereifcgas transportation by Ascopiave S.p.A. and
subsequently AP Reti Gas Rovigo S.r.l.;
- ASM SetS.r.l.:
The other receivables: are related to intragroupeoti account agreements with Ascopiave S.p.A.;

The costs for assets are related to the purchaSaofvith AP Reti Gas Rovigo S.r.l.;

0

0

0 The costs for assets are related to the purchaskedficity with Veritas Energia S.p.A.;

0 The costs for services are connected to admiriigtraervices provided to Ascopiave S.p.A.;

0 The other costs relate to interest payable onuheit account with Ascopiave S.p.A.;

o0 The revenues for services are connected to gaspia@tion revenues and distribution services with
AP Reti Gas Rovigo S.r.l;

0 The other revenues relate to interests accrueteonurrent account with Ascopiave S.p.A.

- Unigas Distribuzione S.r.l.;

0 The costs for services are connected to gas traiasipn costs and distribution services with Blue

Meta S.p.A.;

0 The revenues for assets concern the gas sale wighNBeta S.p.A.

Costs for services to the subsidiary Asco TLC S.pefer to a rental fee for the servers. RevenoegHe afore-
mentioned subsidiary derive from the contract topdyigas and electrical energy and from servicdreots drawn up

between the parties.

Revenue to Parent Company Asco Holding S.p.a. mdelives from contract services stipulated bygheies, mainly

pertaining administrative services.
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The costs for assets due to Sinergie Italiane. $irliquidation relate to the purchase of natwas for 2016 made by
Ascotrade S.p.A. while costs and revenues for sesvielate to service contracts between the patidse-invoicing

of consultancy.

It is also noted that the letters of comfort oresinof credit and on gas purchase contracts issudavour of the
subsidiary Sinergie Italiane S.r.l in liquidatiomeunt to Euro 26,668ousand as of 31 December 2016 (Euro 34,400
as compared to 31 December 2014).

The costs for services for the subsidiary Seventrée®.r.l. mainly refer to maintenance servicestfa natural gas

distribution network.

Furthermore:

- the economic relations between the companieh®fGroup and the subsidiary companies occur at ehark
prices and are eliminated in the process of cotatitin;

- the operations set up by the companies of theyGmith correlated parties are part of hormal managnt
activity and are regulated at market prices;

- regarding the provisions of art. 150, paragrapbf Legislative Decree no. 58 of 24 ebruary 1998, no
operations have been carried out that could patintiepresent a conflict of interest with compand the

Group, by members of the Board of Directors.

From 24 November 2010, the Board of Directors apgpdoa procedure for operations with related parftbs
“Procedure”). Said Procedure disciplines the opematwith related parties by the Company, directlyby proxy of
subsidiary companies, as set forth by Art. 2391dbithe Italian Civil Code pursuant to the Natio@dmmission for
Publicly Traded Companies (CONSOB) Decision no.2ll7@ated 12 March 2010 and subsequent modifications
The Procedure was implemented dhanuary 2011 and took the place of the previogslagion regarding the issue of
operation with related parties, approved by therBaaf Directors of the Company on 1 Beptember 2006 (and
following modifications).

For the contents of the Procedure, please reféheéodocument, available online on the Company websi the
following URL: http://www.gruppoascopiave.it/wp-cemt/uploads/2015/01/Procedura-per-le-operazionHzarti-
correlate-GruppoAscopiave-20101124.pdf.

In order to implement correctly the Procedure, aopic map of all the so-called Related Partiedrifted, to delimit
and apply to them the control provisions and thatets of the document. Company Directors are redub declare,

when applicable, possible conflicts of interesthia performance of the afore-mentioned operations.
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Financial statements representation pursuant to Casob resolution 15519/2006

Please find below the Financial statements reptaien showing the effects of the transactions watlated parties
pursuant to Consob resolution n0.15519 dated 2uyh2D06.

Consolidated assets and liabilities statement

Of which related parties Of which related parties
(Thousands of Euro) 31.12.2016 A B [ D Total % 31.12.2015 A B c D Total %
ASSETS
Non-current assets
Goodwill (1) 80,758 80,758
Other intangible assets 2 316,905 316,659
Tangible asscts 3) 32,364 34,987
Sharcholdings “) 68,738 68,737 68,737 100.0% 68,078 68,078 68,078 100.0%
Other non-cutrent assets, (5) 13,566 8,193 8,193 60.4% 15,366
Non-current assets from derivative financial instruments (6) 485
Advance tax receivables 7) 9,758 11,333
Non-current assets 52,2574 76,930 76,930  14.7% 527,182 68,078 68,078 12.9%
Current assets
Inventories (8) 4,311 3,577
Trade receivables ) 14,8079 36 150 1,925 1.3% 172,022 65 184 1,871 2120 1.2%
Other current assets (10) 47,207] 4,925 4,925 10.4% 46,518 9,900 9,952 21.4%
Current financial assets (11) 0 3,487
Tax receivables (12) 1,007 1,368
Cash and cash equivalents (13) 8,822 28,301
Current assets from derivative financial instruments (14) 1,304
Current assets 210,730 4,961 150 1,739 6,850  3.3% 255,272 117_10,084 1,871 12,072 4.7%
ASSETS 733,304 4,961 150 78,669 83,780  11.4% 782,454 117 10,084 69,948 80,149 10.2%
Net equity and liabilities
Total Net equity
Share capital 234,412 234,412
Own shares (17,521) (17,521)
Reserves 221,164 198,374
Net equity of the Group 43,8055 415,264
Net equity of Others 6,154 4,873
Total Net equity (15) 444,209 420,137
Non-current liabilities
Provisions for risks and charges (16) 6,992 7,360
Severance indemnity 17 4,077 3,864
Medium- and long-term bank loans (18) 34,541 43,829
Other non-current liabilities (19) 20,267 18,903
Non-current financial liabilities (20) 357 422
Deferred tax payables 21 16,814 19,571
Non-current liabilities 83,050 93,9478
Current liabilities
Payables due to banks and financing institutions (22) 64,397 97,866
Trade payables (23) 103,052 69 2,627 2,697 2.6% 122,823 131 3,025 3,156 2.6%
Tax payables (24) 1,231 397
Other current liabilities (25) 33,691| 7,738 7,738 23.0% 43,324
Current financial liabilities (26) 3,645 3,412 3,412 93.6% 3,708 249 249 6.7%
Current liabilities from derivative financial instruments (27) 29 252
Current liabilities 206,045| 7,738 69 6,040 13,847 6.7% 268,370 131 3,274 3,405 1.3%
Liabilities 289,095| 7,738 69 6,040 13,847 4.8% 362,317 131 3,274 3,405 0.9%
Net equity and liabilities 733,304] 7,738 69 6,040 13,847 1.9% 782,454 131 3,274 3,405 0.4%

Legend for the Related Parties column heading:

A Parent companies

B Associates

C Affiliates and Jointly controlled companies
D Other related parties
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Overall consolidated income statement

Y Of which related parties Y Of which related parties
(Thousands of Euro) Note 2016 A B c D Total % 2015 A B c D Total %
Revenues 8 497,689 61 505 7,247 7.813 1.6%) 581,655 68 498 7,066 7,632 13%
Total operating costs 405,325 79 67302 1,628 69,720 17.2% 504,675 872 88,760 1426 91058  18.0%
Purchase costs for raw material (gas) 29) 231,029 58,165 58,165 25.2%| 325,936 79,417 79,417 24.4%
Purchase costs for other raw materials (30) 18,887 2 6 8 0.0% 20,495 8 8 0.0%
Costs for services 61 107,503 781 9,131 568 10,481 119,151 841 9280 563 10,684 9.0%
Costs for personnel (32) 24,2334 1,060 1,060 4.4%) 21,573 863 863
Other management costs 33 24,269 6 6 0.0%) 18,110 23 62 85
Other income (34 596 501
Amottization and depreciation 35 20,227 20,029
Operating result 72,137 61 (284) (60055  (1,628) (61907)  -85.8%| 56,950 68 374 81694 1426 83426 -146.5%
Financial income 36) 247 3 3 1.1% 803 10 10 1.2%
Financial chatges 36) 791 9 9 1.1% 1,321 5 5 0.4%
Evaluation of subsidiary companies with the net equity method 66) 7,750 a2 a2 0.2%) 7,449 a0 a0 0.1%
Earnings before tax 79,343 61 (29) (6006  (1,628)  (61925)  -78.0% 63,381 68 383 81689 1426 83431  -130.6%
‘Taxes for the period (37) 22,401 20,981 20,981 93.7%] 18,519 17,102 17,102 92.4%
Result for the period 56942  (20920)  (296)  (60,061)  (1,628)  (82,906) -145.6% 45362] 17,034 383 81,689 1426 100,533 -221.6%
Net result for the period 56,942 Ezo zoi (296) (6006  (1628)  (82906)  -145.6% 45,36j 17,034 383 81,689 1,426 100,533 -221.6%
Group's Net Result 53,635 43,014
“Third parties Net Result 3,307 2,349
Consoli of compi income
1. Components that can be reclassified to the income statement
Fair value of derivatives, changes in the period net of
tax 1,768 (194)
2. Gomponents that can not be reclassified to the income statement
Actuarial (losses)/gains from remeasurement on defined-benefit
obligations net of tax (10) a4 a4 136,6% ol a4 a4 7.1%
Total comprehensive income s8718|  (20034)  (296) (60061  (1628)  (82920)  -141.2% 45,358 17,048 383 81,689 1426 100547 -2217%
Group's overall net result 55213]  (20934)  (296)  (60061) (1,628 (82920)  -150.2%) 43,027 (17,0300 (366)  (81,672) (1,408) (100,529
“Third parties’ overall net result 3 2,331 as) s as) s (8) %

Legend for the Related parties column heading:

A Parent companies
B Associates

C Affiliates and Jointly controlled companies

D Other related parties
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Consolidated financial report

Of which related parties

Of which related parties

FY 2016 FY 2015 )
(thousands of Euro) B C D Total % B C D Total %
Net income of the Group 53,635 43,014
Cash flows generated (used) by operating activities
Adjustments to reconcile net income to net cash
Third-parties operating result 3,307 0 0% 2,349 0 0%
Amortization 20,227 0 0% 20,029 0 0%
Bad debt provisions 2,891 0 0% 4,004 0 0%
Variations in severance indemnity 214 0 0% (104) 0 0%
Current assets / liabilities on financial instruments (2,012) 0 0% 252 0 0%
Net variation of other funds 789 0 0% 123 0 0%
Evaluation of subsidiaries w ith the net equity method (7,750) 0 (6,593) (6,593) 85% (7,449) 0 (5,994) 0 (5,994) 80%
Provision for risk fund [¢] 0 0% 232 0
Losses / (gains) on disposal of fixed assets 0 0 0% 454 0
Interests paid (579) 0 0% (1,240) 0 0%
Taxes paid (20,420) 0 0% (13,535) 0 0%
Interest expense for the period 678 0 0% 1,211 0 0%
Taxes for the period 22,401 0 0% 18,519 0 0%
Variations in assets and liabilities
Inventories (734) 0 0% (1,095) 0 0%
Accounts payable 20,947 (4,925) (52) (9,900) 0 (14,877) -71% (28,221) (55) 1) (50) 0 (196) 1%
Other current assets (689) 0 0 0 00 0% 27,454 3,717 (52) (9,900) 0 (6,234) -23%
Trade payables (19,770) 0 0 0 00 0% (13,356) 0 (512)  (1,890) 0 (2,402) 18%
Other current liabilities (9,763) 0 0 3,163 0 3,163 -32% 13,019 (1,028) 0 0 0 (1,028) -8%
Other non-current assets 2,361 0 0 (8,193) 0 (8,193) -347% 1.730 0 0 24.030 24.030  1,389%
Other non-current liabilities 2,728 0 0 0 0 0 0% 1,859 0 0%
Total adjustments and variations 14,827 (4,925) (52) (21,522) 0 (26,499) -179% 26,235 2,635 (655) 6,196 0 8177  31%
Cash flows generated (used) by operating activities 68,461 (4,925) (52) (21,522) 0 (26,499) -39% 69,249 2,635 (655) 6,196 0 8,177 12%
Cash flows generated (used) by investments
Investments in intangible assets (19,674) 0 0% (21,112) (1] 0%
Realisable value of intangible assets 1,574 0 0% 114 (1] 0%
Investments in tangible assets (1,164) 0 0% (901) (1] 0%
Realisable value of tangible assets 2 0 0% 6 0 0%
Other net equity operations 914 0 0% 365 0 0%
Cash flows generated/(used) by investments (18,348) 0 0 0 0 0 0% (21,527) 0 [ [ 0 0%
Cash flows generated (used) by financial activities
Variation in non-current financial liabilities (64) 0 0 0 0o 0 0% (67) 0 0%
Net changes in short-term bank borrow ings (71,256) 0 0% (155,112) 0 0%
Net variation in current financial assets and liabilities 2,863 0 0 0 0 0 0% 8,106 0 0 7,530 0 7,530 93%,
Ignitions loans and mortgages 151,000 0 0% 146,500 0 0%
Redemptions loans and mortgages (122,500) 0 0% (88,000) 0 0%
Dividends distributed to Ascopiave S.p.A. shareholders’ (33,347) 0 0% (33,332) 0 0%
Dividends distributed to other shareholders (2,222) 0 0% (1,768) 0 0%
Dividends distribuited from subsidiary companies 5,934 5,934 5,934 100% 3,369 3,369 3,369 100%
Cash flows generated (used) by financial activities (69,593) o [ 5,934 0 5934 -9% (120,304) 0 0 10,899 0 10,899 -9%
Variations in cash (19,479) 0 0% (72,582) 0 0%
Cash and cash equivalents at the beginning of the p eriod 28,301 0 0% 100,882 0 0%
Cash and cash equivalents at the end of the period 8,822 0 0% 28,301 0 0%
Legend for the Related parties column heading:
A Parent companies
B Associates
C Affiliates and Jointly controlled companies
D Other related parties
Consolidated net debt
Of which related parties Of which related parties
(migliaia di Euro) 31.12.2016 A B C D Total % 31.12.2015 A B C D Total Yo
A Cashand cash equivalents on hand 19 15
B Bank and post office deposits 8,803 28,286
C Securities held for trading
D Liquid assets (A) + (B) + (C) 8,822 28,301
E Current financial assets 0 3,487
F Payables due to banks (55,110) (88,238)
G Current portion of medium-long-term loans (9,287) (9,628)
H Current financial liabilities (3,645) (3.412) (3.412) 93.6% (3,708) (249) (249) 6.7%
| Current financial indebtedness (F) + (G) + (H) (68, 042) (3,412) (3412) 5.0% (101,574) (249) (249) 0.2%
J Net current financial indebtedness (1) - (E) - (D) (59,220) (3,412) (3,412) 5.8% (69,786) (249) (249) 0.4%
K Medium- and long-term bank loans (34,541) (43,829)
L Non current financial assets 0
M_Non-current financial liabilities (357) (422)
N _Non-current financial indebtedness (K) + (L) + (M) (34,899) (44,250)
O Net financial indebtedness (J) + (N) (94,119) (3412) (3412) 3.6% (114,037) (249) (249) 0.2%

Legend for the Related parties column heading:

A Parent companies
B Associates

C Affiliates and Jointly controlled companies

D Other related parties
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The values reported in the tables above referdadtated parties listed below:

Group A - Parent companies:
-- Asco Holding S.p.A.

Group B - Associates:
-- Asco TLC S.p.A.

-- Seven Centre S.r.l.

Group C - Affiliates and jointly controlled compasi
-- Joint companies:

o Estenergy S.p.A.

0 ASM SetS.r.l.

o Unigas Distribuzione S.r.l.

o

Sinergie Italiane S.r.l. in liquidation

Group D - other related parties:
Board of Directors
Auditors

Strategic managers

Significant event after the year end 2016

The Aeb-Gelsia Group and Ascopiave sign a letter afitent for the development of a future business
combination

On 31 January 2017, the Aeb-Gelsia and Ascopiavau@dr as part of a possible industrial combinatigreament
envisaged by letter of intent on 12 July 2016,Rheties decided to extend the term for negotiatipito 30 April 2017.

Ascopiave has been awarded, on an interim basis,attender relating to the purchase of shares belongj to
Pasubio Group S.p.A., a company operating in the diribution of natural gas in 22 Towns in Veneto, wth over
88,000 clients

On 2 February 2017, a hearing at the Council ofeStaok place to discuss the appeal filed by seqdaded company
against the Administrative Court of Veneto (TARNn&xce dated 7 December 2017. Following this sestehe Panel
confirmed the emergency proceeding n. 644/2016 AR Weneto, therefore overruling the appeal filedthg other
competitor that aimed at the suspension of theetengsults regarding the main appeal, issued byTtkie Veneto.
Currently no final hearings have been schedulethbyCourt.

In case the operation is successful, Ascopiavefindince the acquisition through financial indelotesk.

Tax Authority inspection

On 15 February 2017, the Internal Revenue Senfideaviso started auditing activities for Ascopiavg.A. as part of

its medium-sized taxpayer periodic inspections. &bivities will analyse the 2014 year for diregkdtion and VAT.
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As of today, said inspections are still ongoingeTdffects of these verifications will be valued ogts completion,
according to the official results.

Significant events after the approval of the draftfinancial statements

No significant events occurred after the approvdhe draft financial statement.

Goals and policies of the group

As for the natural gas distribution segment, th@uprintends to enhance its portfolio of concessi@ising at
confirming its service provision in the territoriareas served, in which it boasts a significantsgmee, and at
expanding its activities to other fields, with tip@al of increasing its market share and strengitisdacal leadership.
As for the segment of gas sale, the Group inteodsiplement the necessary actions to safeguardutrent levels of
profitability in an ever-changing market, throughtrade policy focused on the proposition of diffetial pricing
formulas and improvement of the quality of service.

In this segment, the Group intends to pursue tlhectitbes of increasing its market share by direxjussition of new

customers, and through extraordinary company mer@ed/or partnerships.

Synthesis data as of 31 December 2016 of jointlyrdeolled companies consolidated through the equity
method

Estenergy S.p.A.

The Group holds a 48.999% stake in Estenergy S.p.fointly controlled entity selling natural gasdaelectricity to
end customers and wholesalers.

The stake of the Group in Estenergy S.p.A. is razagl in the consolidated financial statementsughothe equity
method. Please find below the economic and findrssiathesis data related to the company, basedh®editancial
statements prepared in compliance with IFRSs, &erdréconciliation with the accounting value of gteke in the

consolidated financial statements:

Balance sheet - summary data

(Thousands of Euro) 31.12.2016 31.12.2015
Current assets 56,707 61,728
of which
Cash and cash equivalents 4014 2,751
Non-current assets 71,240 73,452
Current liabilities 31,905 38,647
of which
Current financial liabilities 11 18
Non - current liabilities 5,280 5,974
90,762 90,560
Group inteterest 48.999% 48.999%
Net profit for the period attributable of the Group 44,472 44,373
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Income Statement - summary data

(Thousands of Euro)

Financial year 2016 Financial year 2015

Revenues 125,199 146,235
Total operating costs 110,725 134,502
Gross operative margin 14,474 11,733
Amortization and depreciation 1,780 1,934
Operating result 12,694 9,799
Financial income 329 3,951
Financial charges 10 75
Earnings before tax 13,013 13,674
Taxes of the period 3,872 5,206
Result of the period 9,141 8,468
Group inteterest 48.999% 48.999%
Net profit for the period attributable of the Group 4,479 4,149

Unigas Distribuzione S.r.l.

The Group holds a 48.86% stake in Unigas DistriimeiS.r.l., a jointly controlled entity active inet distribution of
natural gas.

The stake of the Group in Unigas Distribuzionel Ss.recognized in the consolidated financial esta¢nts through the
equity method. Please find below the economic andntial synthesis data related to the companyedas the
financial statements prepared in compliance witR3E, and the reconciliation with the accountingigadf the stake in

the consolidated financial statements:

Balance sheet - summary data

(Thousands of Euro) 31.12.2016 31.12.2015
Current assets 18,467 14,848
of which
Cash and cash equivalents 4,335 3,322
Non-current assets 46,993 46,146
Current liabilities 21,933 18,764
of which
Current financial liabilities 0 0
Non - current liabilities 1,070 929
42,457 41,302
Group inteterest 48.86% 48.86%
Net profit for the period attributable of the Group 20,745 20,180
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Income Statement - summary data

(Thousands of Euro) Financial year 2016 Financial year 2015
Revenues 18,065 16,570
Total operating costs 12,417 11,273
Gross operative margin 5,648 5,298
Amortization and depreciation 2,527 2,431
Operating result 3,121 2,867
Financial income 4 15
Financial charges 72 80
Earnings before tax 3,053 2,802
Taxes of the period 519 775
Result of the period 2,533 2,027
Group inteterest 48.86% 48.86%
Net profit for the period attributable of the Group 1,238 990
Asm Set S.r.l.

The Group holds a 49% stake in Asm Set S.r.l.,igtlyocontrolled entity selling natural gas andctieity to end
customers and wholesalers.

The stake of the Group in Asm Set S.r.l. is recoghiin the consolidated financial statements thnothge equity
method. Please find below the economic and findrsyiathesis data related to the company, based®edinancial
statements prepared in compliance with IFRSs, erdréconciliation with the accounting value of #take in the

consolidated financial statements:

Balance sheet - summary data

(Thousands of Euro) 31.12.2016 31.12.2015
Current assets 10,084 10,707
of which
Cash and cash equivalents 1,006 4,375
Non-current assets 5,319 5,538
Current liabilities 7,263 8,058
of which
Cutrent financial liabilities 0 0
Non - current liabilities 957 995
7,183 7,192
Group inteterest 49.000% 49.000%
Net profit for the period attributable of the Group 3,520 3,524
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Income Statement - summary data

(Thousands of Euro)

Financial year 2016 Financial year 2015

Revenues 25,676 28,697
Total operating costs 22,853 25,994
Gross operative margin 2,823 2,703
Amortization and depreciation 204 207
Operating result 2,620 2,496
Financial income 30 38
Financial charges 10 20
Earnings before tax 2,640 2,514
Taxes of the period 852 845
Result of the period 1,788 1,670
Group inteterest 49.000% 49.000%
Net profit for the period attributable of the Group 876 818

This statement has been cleared for publishinghbyBoard of Directors of Ascopiave S.p.A. during thd” March
2017 Meeting. Said publication shall be carried putsuant to Law regulations. The Board has authdrithe
Chairman to modify this statement to perfect thenfof this document within the time frame betwedf March 2017

and the Shareholders’ Meeting in which this statgmell be approved.

Pieve di Soligo, 14 March 2017
Chairman of the Board of Directors

Fulvio Zugno
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Ascopiave S.p.A., as required by article 2428 eflthlian Civil Code.
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ASCOPIAVE S.p.A.

Statement of assets and liabilities as of 31 Deeerd®16 and as of 31 December 2015

(Euro) 31.12.2016  31.12.2015

ASSETS

Non-current assets

Goodwill 1) 20,433,126
Other intangible assets @) 248,388 267,494,985
Tangible assets 3  29296,954 33,891,193
Shareholdings (4 481,777,734 183,037,099
Other non-current assets ®) 4,461,934 4,534,382
Advance tax receivables (6) 1,858,435 8,298,269
Non-current assets 517,643,445 517,689,053

Current assets

Inventories (@) 0 1,731,340
Trade receivables ®) 7,411,698 28,439,336
Other current assets 9 9,067,385 35,209,431
Current financial assets (10) 2,533,893 20,973,338
Tax receivables (11 756,578 375,864
Cash and cash equivalents (12) 4,511,059 9,389,611
Current assets 24,280,614 96,118,920

Assets held for sale

ASSETS 541,924,059 613,807,973

Net equity and liabilities
Total Net equity

Share capital 234,411,575 234,411,575
Own shares (17,521,332) (17,521,332)
Reserves 143,656,208 142,516,363
Result of the period 33,699,756 33,547,021
Net equity of the Group (13) 394,246,207 392,953,628
Non-current liabilities
Provisions for risks and charges 14 643,021 550,000
Severance indemnity (15) 252,802 1,171,798
Medium- and long-term bank loans (16) 34,541,407 43,828,512
Other non-current liabilities a7 44279 5,533,825
Non - current financial liabilities 18) 0 421,677
Deferred tax payables (19) 22,000 12,231,658
Non-current liabilities 35,503,511 63,737,471

Current liabilities

Payables due to banks and financing institutions  (20) 64,287,088 97,622,233

Trade payables 21 1,779,494 15,516,232
Other current liabilities 22) 2,951,665 31,282,466
Current financial liabilities (23) 43,156,094 12,695,944
Current liabilities 112,174,342 157,116,875
Liabilities 147,677,852 220,854,346
Net equity and liabilities 541,924,059 613,807,973

Pursuant to Consob Decision no. 15519 dated 272D@§, the effects of relations among associatetiepaare highlighted in the specific paragraph
herein “Relations with associated parties”
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Income statement - FY 2016 and FY 2015

(Euro) Financial year 2016 Financial year 2015
Revenues (23) 56,371,726 32,588,153
Distribution of dividends from controlled companies 30,922,835 23,842,374
Other revenues 25,448,891 8,745,779
Total operating costs 31,495,004 13,446,666
Purchase costs for raw material (24) 22,105 4,999
Costs for services (25) 9,215,579 6,752,995
Costs for personnel (26) 7,646,739 5,962,935
Other management costs 27) 14,666,468 762,694
Other income (28) 55,887 36,957
Amortization and depreciation (29) 1,778,538 1,730,277
Operating result 23,098,184 17,411,210
Financial income (30) 100,231 797,722
Financial charges (30) 832,885 1,293,035
Earnings before tax 22,365,531 16,915,897
Taxes for the petiod (31) 4,550,339 2,525,795
Result for the period 26,915,870 19,441,693
Net income from discontinued operations / held for sale (33) 6,783,886 14,105,329
Net Result 33,699,756 33,547,021

Statement of comprehensive income

1. Components that can be reclassified to the income statement

Actuarial (losses)/gains from remeasurement on defined-benefit 16,494 (67,806)
Total comprehensive income 33,716,250 33,479,215
Base income per share 0.1516 0.1509
Diluted net income per share 0.1516 0.1509

Pursuant to Consob Decision no. 15519 dated 272008, the effect of relations among associatetigsaare highlighted in the specific paragraph
herein “Relations with associated parties”
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Statement of changes in shareholders’ equity & ddecember 2016 and as of 31 December 2015

R i | 1
(Euro) . Legal Other eserves .AS 9 Result for the  Total net
Share capital Own shares actuarial . A
reserve reserves X period equity
differences

Balance as of 1% January 2016 234,411,575 46,882,315 (17,521,332) 95,695,586 (61,537) 33,547,021 392,953,628
Result for the period 33,699,756 33,699,756
IAS 19 TFR actualization for the period 16,494 16,494

‘Total result of overall income statement ©0) 16,494 33,699,756 33,716,250
Allocation of 2015 result 33,547,021 (33,547,021) ©)
Dividends paid to shareholders (33,346,605) (33,346,605)
Long-term incentive plans 922,934 922,934
Balance as of 31" December 2016 234,411,575 46,882,315 (17,521,332) 96,818,935 (45,043) 33,699,756 394,246,207
(Euro) Share capital Legal reserve  Own shares  Other reserves actl;:if;lvzsi:f:rse?ces Res:i;fz; the Total net equity
Balance as of 1" January 2015 234,411,575 46,882,315 (17,659,718) 85,325,906 (129,344) 43,628,329 392,459,063
Allocation of result 43,628,329 (43,628,329)
Dividends paid to sharcholders (33,332,158) (33,332,158)
IAS 19 TFR actualization 67,806 67,806
Purchase / sale of own shares 138,387 73,508 211,895
Result for the period 33,547,021 33,547,021
Balance as of 31" December 2015 234,411,575 46,882,315 (17,521,331) 95,695,586 " (61,537) 33,547,021 392,953,628
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Financial statement -FY 2016 and FY 2015

31.12.2016  31.12.2015
Net income of the year 33,699,756 33,547,021
Cash flows generated (used) by operating activities
Adjustments to reconcile net income to net cash 270,791 15,173,432
Amortization and depreciation 1,778,538 15,614,231
Variations in severance indemnity (9,061) (2,437)
Net variation of other funds 575,584 306,328
Losses/(gains) on disposal fixed assets 428,696
Interests paid (847,735) (1,337,561)
Interest expense for the year 832,885 1,293,035
Taxes paid (6,609,759)  (6,698,896)
Taxes for the year 4,550,339 5,570,035
Variations in assets and liabilities 9,177,178 714,890
Inventories 31,273 249,203
Accounts payable (63,727)  (5,258,215)
Other current assets (4,681,458) (4,930,219)
Trade payables (4,313,242) (3,918,552)
Other current liabilities (2,153,233) 12,868,288
Other non-current assets (404,198) (54,524)
Other non-current liabilities 6,800 1,758,909
Cash flows generated from Assets and Liabilities held for sale 20,754,964
Total adjustments and variations 9,447,970 15,888,322
Cash flows generated (used) by operating activities 43,147,726 49,435,343
Cash flows generated (used) by investments
Investments in intangible assets 0 (18,424,102)
Realisable value of intangible assets 10,032 0
Investments in tangible assets (80,967) (700,470)
Realisable value of tangible assets 1,884 0
Disposal/(acquisitions) in investments and avances (200,000) 0
Cash flows used from Assets and Liabilities held for sale (20,754,964) 0
Other net equity operations 0 73,508
Cash flows generated/ (used) by investments (21,024,015) (19,051,064)

Cash flows generated (used) by financial activities

Net changes in short-term bank borrowings

(42,622,249)

(96,737,349)

Net variation in current financial assets and liabilities 48,966,591 37,098,148
Purchase of own shares 138,387
Dividends paid to shareholders (33,346,605) (33,332,158)
Cash flows generated (used) by financial activities (27,002,263) (92,832,971)
Variations in cash (4,878,552) (62,448,692)
Cash and cash equivalents at the beginning of the year 9,389,611 71,838,303
Cash and cash equivalents at the end of the year 4,511,059 9,389,611

Pursuant to Consob Decision no. 15519 dated 272008, the effects of relations among associatetibpare highlighted in the specific paragraph

herein “Relations with associated parties”
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ACCOUNTING PRINCIPLES ADOPTED IN DRAWING UP THE BAIANCE SHEET AS OF 31 DECEMBER
2016

Drafting criteria and compliance with IRFS

The Ascopiave S.p.A. Financial Statements as db&iember 2016 have been prepared in accordancahgitlrRS,
that is all the “International Financial Reporti8iandards”, “International Accounting StandardsAS), all the
interpretations of the “International Financial Remg Committee” (IFRIC), previously “Standing &mpretations
Committee” (SIC) adopted by the European Commisgioaccordance with the procedure set forth in Arof EC
Directive no. 1606/2002 issued by the Europeanidaent and Council on 19 July 2002 as well as withprovisions

issued for the implementation of Art. 9 of LegislatDecree no. 38/2005.

The annual financial report was prepared basedhenptinciple of historical cost, considering thguatiments as
appropriate, except for the budget items that ulielR6 must be recognized at fair value as desciibbéite evaluation
criteria.

The accounting principles used are homogenous th@lones used for the Statement year ended 31 Dbece2015,
except for the instances set forth in the Accognkminciples paragraph and amendments and intatjmes applicable
from 1 January 2016 onward. For comparative purpotiee data are presented with the income datdef3i
December 2015 Statement.

Auditing company PricewatherhouseCoopers S.p.Alopaed the legal auditing of the Statement as thapany in
charge or accounting review for the main Group camnmgs.

This Statement is drafted in Euro, as the curresicthe country where the company operates. It thedBalance
Sheet, Income Statement and Statement of Compiighelmcome, Statement of Changes in Equity and CGdstv
Statement and Explanatory Notes. All values statéte tables and in explanatory notes are exptesse¢housands of

Euro, unless otherwise specified.

This Statement as of 31 December 2016 was apptoywéte Board of Directors of the Company on 14 M&2017.

Financial statements representation

The items of the balance sheet are classified 'latorent” and "non-current”; those in the incomatement are
classified by their nature; furthermore, the itewfk income suspended in equigre also highlighted in the

comprehensive income.

It is noted that, following the transfer of the quemy branch “Gas distribution” to subsidiary comp# Reti Gas
SpA, as of 1 July 2016, company Ascopiave S.p.Adifred its operation and became what is essent@lighare
interest holding company. In order to provide aclepresentation of company performance and potsad AS1.86
provisions, the company opted for a Statement oltlehere the income from share interests and irniqodar

dividends are accounted in the components of tleeadipg result, as part of the revenues. The stmetsre of income

statement was adopted for the year 2015 valuethaydare therefore provided here for comparison.

It is also noted that the income statement for Y8416 includes the item “Net result for transfefdéstontinued assets”

following the transfer of company branch “gas disttion” we previously described. For comparisdre 2015 income
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statement is reported and includes the same itemadiitional details of revenues and costs thatemg the net result

for transferred/discontinued assets, please reftvet explanatory notes.

The statement of changes in shareholders' equityepts the opening and closing balances of eackquéty item
reconciling them through the profit or loss for theriod, any operation with shareholders (if apgilie) and other

variations in the net equity.

The financial statement has been defined accordirthe "indirect” method, by adjusting operatingdme of non-
monetary components. We believe that these pattedesjuately represent the economic situation ananéial

position.

Name and registered headquarter of the company inharge of drafting the consolidated
statement

Pursuant with the information required by Art. 242tm 22-5 and-6 of the Italian Civil Code, we cife that
Company Ascopiave S.p.A. with registered officePieve di Soligo (TV), 1030 Via Verizzo drafts therGolidated
Financial Statement of smaller group of which it as a subsidiary company. The entirety of @imsolidated
Financial Statement is available at its registavéiite. Furthermore, Company Asco Holding S.p.Athmiegistered
office in Pieve di Soligo (TV), 1030 Via Verizzoalt the Consolidated Financial Statements of tingelst group of
which it is part. The entirety of this Consolidatéidancial Statement is available at its registerfide

Accounting principles, amendments and interpretatios applied from 1 January 2016

Hereby is a brief description of amendments, imprognts and interpretations applicable to finan@pbrts as of 31
December 2016, implemented on 1 January 2016. Ppécation of said principles shall not have eféecn the

Company, as they relate to instances not preseniricompany or are sole financial reporting priovis.
Annual Improvements to IFRSs 2010-2012 Cycle amdidiimprovements to IFRSs 2012-2014 Cycle

In December 2013, the IASB issued the documefitmtial improvements to IFRSs — 2010-2012 Cyayplicable to
the fiscal periods beginning on, or after, 1 Febru2015. In September, the IASB issued the docuséhhnual
improvements to IFRSs — 2012-2014 C¥afgplicable to the fiscal periods beginning onafier, 1 January 2016. Both
documents have been issued as part of the pristiplenual improvement programme. Most are clatiiices or
corrections of existing IFRSs or amendments subesgdo changes previously made to IFRS.

Amendments to IAS 19 Employee Benefits

In November 2013, the IASB issued the docum@&mfined Benefit Plans: Employee Contributionbe changes made
to IAS 19 allow the entry (without obligations tm &o0), to reduce the current service cost of théoge of the
contributions paid by employees or by third partiest related to the number of years of servicsteiad of allocating
such contributions over the period when the sengicendered.

IFRS 11 —Joint arrangements

In May 2014, the IASB issued amendments to IFRS laint arrangements: Acquisitions of Interestddimt

Operations, which require that an entity adoptsptfireciples contained in IFRS 3 to recognise th@aating effects of

acquisitions of an interest in a joint operatiomdnich the activity of the joint operation constés a business.
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IAS 16 - Property, Plant and Equipmeand AS 38- Intangible assets.
In May 2014, the IASB issued an amendment to IAS Réoperty, Plant and Equipment and IAS 38 - Igiale assets.

The IASB has clarified that the use of revenue-basethods to calculate the depreciation of an asseit appropriate
because revenue generated by an activity thatdesluhe use of an asset generally reflects fadibrsr than the
consumption of the economic benefits embodied ;mdhset. The IASB has also clarified that revesugenerally
presumed to be an inappropriate basis for measuhagconsumption of the economic benefits embodnedn

intangible asset. This presumption, however, carebatted in certain limited circumstances.
IAS 27 —Separate financial statement

In August 2014, the IASB issued amendments to IAS Beparate Financial Statements. The goal idldav ahe
assessment of investments in associates and jamiines according to the equity method even irsdparate financial

statements.
IAS 1 - Presentation of Financial Statements

In December 2014, the IASB issued amendments tollABhe goal is to clarify some doubts about thesentation
and disclosure requirements and to ensure that aoiee can use professional judgement in determimihgt

information to disclose in their financial staterteefocusing on relevant information.
Amendments to IFRS 10, IFRS 12 and IAS 28nvestment Entities: Applying the Consolidation &ptons
In December 2014, the IASB issued amendments t&IER IFRS 12 and IAS 28. The aim is to clarifythi method

of accounting for investment entities; ii) the exsiomn from preparing consolidated financial statateefor an
intermediate parent entity and iii) how a compahgttis not an investment entity should apply thaitggmethod

evaluation of an investment entity.

Accounting principles, amendments and interpretatios not yet applicable and not adopted ahead of
time by the Group

IFRS 15 -Revenues from contracts with customers

In May 2014, the IASB issued the standard IFRS RBvenues from contracts with customers, whichireguan entity
to recognise revenue to depict the transfer of sedthgoods or services to customers in an amouantréilects the
consideration to which the entity expects to bétledtin exchange for those goods or services.hi® énd, the new
recognition model defines a five-step process. idw@ standard also requires further additional imfation about the
nature, the amount, timing and uncertainty aboutmae and cash flows arising from a contract wittustomer. The
new standard is effective for annual periods bdgopon or after 1 January 2018. Early adoptionfak danuary 2016
is envisaged. However, Ascopiave did not pursuestitly adoption.

Following a preliminary analysis on the current oimg sale contracts, the expected impact of thdicgtjpn of this
new accounting standard on revenues will be ndgégi

Issued accounting principles, amendments and interptations not yet applicable
Please find below a brief description of the neandards, amendments, improvements and interpnesatiready

issued but not yet approved by the European Uniwh therefore not applicable for the preparationfiodncial
statements closed as of 31 December 2016. Thddes not include the standards and interpretatidrish by their

nature are not adoptable by the Group.
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IFRS 14 -Regulatory Deferral Accounts

In January 2014 IASB issued the IFRS 14 “Regulatdsferral Accounts”, applicable from 1 January 20T6e

European Commission decided to suspend the hom@ogprocess to wait for the “rate-regulated atigg” new

standard to be issued. IFRS 14 enables first tidmpt@rs of IFRS to continue to enter rate regutatanounts
following their previously adopted accounting startts. In order to improve comparability with emtitithat apply
IFRS and do not enter said amounts, the standagisre that the effect of rate regulation be pressbreparately from
the other items.

IFRS 16- Leases

On 13 January 2016, IASB published the new leasitagdard which will replace IAS 17 Leases, whicll Wave
significant impact on Statements of lessees. IFR®liminates the current dual accounting modelléssees, which
distinguishes between financial leases and operdgiases, introducing a new single model for akés which will
result in an asset entry for the right of use atidhility entry for the lease. The standard isefive for annual periods
beginning on or after 1 January 2019, with earlpmihn permitted provided that an entity also adofRS 15-
Revenue from Contracts with Customers.

IFRS 10 —Consolidated Statemeand IAS 28: Share interest in Subsidiaries or Joint Ventures

In September 2014, the IASB issued amendments RS IEQ - Consolidated Financial Statements and I8S 2
Investments in associates and joint ventures. Thesato clarify the accounting method of the résuélated to the sale
of assets between companies in a group and assbaatmpanies and joint ventures. The approval geooé these

amendments has been suspended and the applicatehabs been postponed to a future date to bendeést.

IAS 12 —Recognition of Deferred Tax Assets for Unrealizedses

In January 2016 IASB published some amendment&® 12 - Recognition of Deferred Tax Assets for Unrealized
Losses.Said modifications clarify how to account for deést tax assets for payable instruments calculatefdia
value. These changes apply from 1 January 201 % &adoption is envisaged.

IAS 7 - Disclosure initiative

Their purpose is to improve presentation and catioth of financial information in financial reporésd solve certain
critical issues as reported by operators. Thesegdwapply from 1 January 2017

IFRS 15— Revenue from Contracts with Customers

On 12 April 2016, IASB issued some further amendi¢n IFRS 15 - Revenue from Contracts with Custsmia
order to provide in-depth clarifications on howidentify performance obligations, account reveniiem licenses on
intellectual property and value principal versusrag These amendments will be applicable from ybaginning on or
after 1 January 2018.

IFRS 2 —Classification and Measurement of Share-based Payir@ansactions

In June 2016 IASB issued some amendments to IFRSCRassification and Measurement of Share-basednEaty
Transactions. The aim of these changes is to resmwne issue related to the accounting on shaesd @syments.
Specifically, the amendments improve considerahby following areas i) measurement of cash-settletesbased
payments, ii) classification of share-based paymeettled net of tax withholdings; and iii) accongtfor modification
of a share-based payment from cash-settled to yesggitled. These amendments will be applicable frgears
beginning on or after 1 January 2018.

IFRIC 22 - Operations in foreign currency and advance payments
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On 8 December 2016 IASB published the IFRIC 22 -er@fions in foreign currency and advance paymditts.aim
of this document is to set the exchange rate dfetaised in transactions in foreign currencies sedae payment is
made or received in advance. This interpretatidhbgi applicable from years beginning on or aftdahuary 2018

IAS 40 —Transfers of Investment Property

On December 2016 IASB issued amendments to IAS Z@ansfers of Investment to discipline transfer/fobm
investment property to other asset groups. Spatlificit is settled if a property under construatior development
accounted in inventories may be reclassified ingitale fixed assets if there was a change in itsgeisa hese
amendments will be applicable from years beginmn@r after 1 January 2018.

Amendments to IFRS 4 Regarding the implementation of IFRS 9 Financiatdinments

In September 2016 IASB issued the amendments t& IERRegarding the implementation of IFRS 9 Finalnci
Instruments. Their purpose is to resolve the isslegiving from the application of the IFRS 9, thewnstandard in
financial instruments, before the implementationtied standard which will substitute the IFRS 4,rently under
development by IASB. This amendment will be apgiledfrom years beginning on or after 1 January 2018

Annual Improvements 2014-2016

On 8 December 2016 IASB issued several amendmertetstandards in order to clarify some provisicegarding
IFRS 1, IFRS 12 and IAS 28, all applicable on ¢eri January 2018.

Use of estimates

The preparation of the financial statements andtedl explanatory notes in compliance with the IFB&uires the
management to provide accounting estimates basecomplex and/or subjective assumptions, on expeegieand
assumptions that are considered reasonable ansticeahd that are known at the estimates mom&he use of these
estimates affects the values of the assets antitiebreported on the financial statements aredittiormation relating
to potential. If, in the future, such estimates asdumptions, which are based on the Managemesgtsassessment,
differ from the actual circumstances, they shall rhedified so as to be appropriate in the periodwinich the
circumstances arise.

Estimates are used to assess:

- Durable reductions in the value of all non-finahaasets: the Group assesses whether there arenmemt
reductions in the value of all non-financial assktgarticular, goodwill is tested for possibleluetions in value at
least annually and during the year if such indicatexist; this requires an estimate of use valu¢hefcash-
generating unit to which goodwill is assigned,umtbased on the estimated cash flows expectedtfieranit and
their discounting based on a suitable discount rate

- Provisions for doubtful accounts, inventory obsocésxe, useful lives of intangible fixed assets dhelir
amortization amounts.

- Benefit plans for employees and share-based paypfems; (so-called phantom stock option).

- The estimates and assumptions are reviewed peaibdiand the variations are immediately reflectadthe
income statement. In applying the Group accoungirigciples, the directors have taken decisions dhase the
stated discretional evaluations, with a significaffect on the values reported on the statemersveider, the
uncertainty surrounding these assumptions and ag8rmay determine results that, in the futurd, meied to be

significantly adjusted at the book value of sucéess and/or liabilities.
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Assessment criteria

The accounting principles adopted by Ascopiave/S.gre reported below.

Goodwill: the goodwill obtained from the acquisition of mess branches operating in the supply and satm®efis
initially booked at cost and represents the exadsthe purchase price compared to the portion peng to the
purchaser for the net fair value referred to valdestifying the current and potential assets éauillties.

After the initial booking, goodwill can no longee lamortized and is reduced by any losses of value.

Goodwill is subject to an annual recoverability lgags or a more frequent one if events or changesrcumstances

occur which can lead to the emergence of possilsieel of value.

With the intent of analysing the recoverabilitye thoodwill acquired through company acquisitionaliscated, on its
purchase date, to each cash flow-generating umitgrbups of units) that it is deemed will benéfitm the acquisition

synergies, regardless of the allocation in assétalilities of said units (or groups thereof).

Said cash flow-generating units:

0] represent the lowest level, within the Group,which the goodwill is monitored for internal mageanent
purposes;
(i) are no greater than one sector, as defindddrprimary or secondary indication scheme.

Loss of value is determined by defining the recabtr value of a unit which generates flows (or g=oof units) to
which the goodwill is allocated. When the recovégalmlue of a unit which generates flows (or grafpunits) is
inferior to the book value, a loss of value is oaded. In cases in which the goodwill is attributeda unit which
generates financial flows (or group of units) whishactivated through partial abandonment the gabdwsociated
with the transferred profit is considered in orderdetermine the positive or negative change ddrifrem the
operation. Goodwill transferred in such cases lsutated based on the values relative to the asamsferred with

respect to the asset still held regarding the samte

Other intangible fixed assets:Other intangible assets include agreements foriceeiynder concession between the
public and the private sector (so-called servicecession arrangements) for the development, fundivepagement
and maintenance of infrastructure under concessiamich:
() the grantor controls or governs the services pexvidy the operator through the infrastructure drad t
related price to apply;
(i) the grantor controls — through ownership, benefiergitiement or otherwise — any significant resitiu

interest in the infrastructure at the end of thentef the arrangement

Other intangible assets also include the recognitibthe fair value of customer lists resultingrfrdghe acquisition of
companies operating in the sale of natural gassteddricity that occurred in previous year, as wslithe recognition of
charges paid to the awarding entities (Municipadifiand/or the outgoing operators subsequent tasignment and/or
the renewal of the relevant invitation to tendeateard the service of natural gas distribution.

As concerns the write-off period:

i) the customer lists are amortized on a straightiimss, based on the estimate of the benefitsifidtave
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effects in future years and determined during theciPase Price Allocation. In particular, the Dimsthave established
that the useful life associated with customer listsen years, due to the low turnover rate of @ustrs, represented
mainly by civil users;

i) the concessions for the service of natural gasildigton are amortized on a straight-line basiséuaon
the duration of the concession period. In particutee amortization period of the concessions aeqluby
the Ascopiave Group is equal to twelve years iroetance with the regulatory framework.

After the initial reporting, as they have a defingseful life, intangible assets are booked nethef accumulated
relevant amortization operations and net of angdesin value, determined with the same basis itetichelow for

tangible assets. The useful life is then re-exachio@ an annual basis, and any changes, if necesswgle

prospectively.

Assets acquired under financial leases are bookEdrasalue, net of taxes due by the lessee dowier, at the current
value of the minimum lease payments, including aoyn payable for the exercise of the option to paseh in

intangible assets offsetting the financial debtimlessor.

Any profits or losses deriving from the sale ofiatangible asset is determined as the differented®n the disposal

value and the book value of the asset, and aretezbon the income statement at the time of the sal

Tangible fixed assetstangible assets are booked at their historic, ¢gosluding accessory costs directly ascribable to

the putting into operation of the asset for thefasavhich it was acquired.

Lands - both free of constructions and annexedivd and industrial buildings - were generally aooted for
separately and are not depreciated since theyemreats with an unlimited useful life.
Maintenance and repair costs not subject to valaimdjor extending the residual useful life of assate spent in the

year in which they are borne. Otherwise, they apgtalised.

Tangible assets are presented net of the relevaninalated depreciation, and any losses of valuerméned
according to the basis described below. Amortisaitiocalculated in uniform instalments based onettamated useful

life of the asset for the company, which is re-exed annually, and any changes, if necessary, ademprospectively.

The main economical-technical rates used are ksl

Buildings 2%
Equipment 8.5% -8 .3%
Furniture 8.80%
Electronic equipment 16.20%
Basic hardware and sotfware 20%
Motorcars, motor vehicles and similar 20%

The book value of tangible fixed assets is suli@aterification in order to report any loss of vajishould events or
changes of situation suggest that the book valuemotibe recovered. Should there be an indicatfdhis type and in
the event the book value should exceed the presueaidation value, the assets are depreciatetithati reach their
realisable value. The realisation value of the italedixed assets is represented by the greattheohet sales price and
the value of use.

Losses of value are reported on the income statewiinthe costs for amortizations and write dow@ach losses of

value are restored should the reasons for thesecaease to exist.
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When the asset is sold or if there are no futummemic benefits expected from the use of the agsist,eliminated
from the financial statements and any loss or pfcfilculated as the difference between the sdlgevand the book

value) is entered in the income statement of tlze géthe above-mentioned elimination.

Share interests:
Share interests entered herein refer to lastingsiments. The Company classifies share interestseirfollowing
categories:

- Share interests valued at Equity

- Other share interests

Share interests valued at equitysaid share interests may be further divided twiw categories:

(i) Share interests in joint control companiesshare interests in joint control companies, in tttte company has
control over an entity with several other sharebrdd are valued with the equity method. Incomeestant
includes the share interest that is property ofGhenpany for the reference year. According to tipgitg method,
share interests are entered in the income statesthéinéir cost, adjusted for possible subsequetitians due to
purchase of net assets, net of possible lossesalak for each share interest. The excess of puechast
compared to the percentage of current value oftgskabilities and potential liabilities that ist@dbuted to the
Company upon purchase date is attributed to gobd@dodwill is included in the load value of thev@stment
and undergoes impairment tests.

(i) Shareholdings in joint companies:The shareholdings in affiliate companies, i.e. ihiclw the Group has a
significant influence, are accounted for using rieé equity method. The income statement showshhee of the
Group in the operating profit of the affiliate. df affiliate company detects adjustments direattiftbutable to the
net equity, the Group recognizes its share andidted it, where applicable, in the statement of gharin the net
equity.

In the event the loss attributable to the Groupeers the book value of the shareholding, the lateancelled and any

excess is recognized in a special fund to the éxtext the Group has legal or constructive oblmyzitowards the

subsidiary to cover its losses or, however, to nakgments on its behalf. If, at a later stage,ldlss does no longer

exist or has decreased, a reversal of an impairtosats booked in the income statement, up toass.

Shareholdings in other companies share interests in companies that are not jogmhpanies or joint ventures
(normally with a share interest not exceeding 2@%6) entered at their fair value if it can be deteed. Should the
share interest be in companies not publicly tradddyre interest is valued at their cost of purct@ssubscription,
minus any repayment of principal, and are subsatuadjusted for losses in value determined in $hene manner

previously described for the tangible assets.

Other non-current Assets they are entered at nominal value. Said value b@agmended in case of losses of value,

for an amount equal to the amortized cost.

Financial Assets
The Company classifies financial assets accordiribe following categories:

- Fair value financial assets offset in the P&L agtou
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- Credits and financings
- Financial assets held up to their expiry date

- Financial assets available for sale:

Fair value financial assets offset in the P&L accaut: this category includes financial assets that werpiged for
short-term negotiations as well as derivative unsients. For additional details, please refer tonget paragraph. The
fair value of said instruments is determined frameit market value at the date of closure of theiogeunder
consideration. Variations of fair value of instrume of this category are immediately entered in Big&d account.
Their classification as either current or non-cotrderives from the expectations of administrat@garding their

negotiation.

Credits and financings this category includes credits that do not inelaigrivative instruments and not traded in an
active market, from which fixed or determinable pents are expected. Said assets are initially eshtat fair value
and subsequently valued at their amortized costdban actual interest rates.

Should there be an obvious indicator of loss ofi@athe value of the asset shall be reduced satshaalue is equal to
the monetary flows that are obtainable in the fitlwsses of value determined through an impairresitare entered
in the P&L account. Should the reason of said dggtien cease to be applicable in future peridas,asset value shall
be restored up to the value of the amortized dostild the impairment test never have been app8aéd assets are

classified as current assets and instalments datel @anonths are entered as non-current assets.

Financial assets held up to their expiry datethis category includes non-derivative financiadtruments with a set
expiry that the Company intends and has the poavardintain in its portfolio up to their expiry. Ass that will expire
in the following 12 months are all entered as aur@ssets. Should there be an obvious indicattwssf of value, the
value of the asset shall be reduced so that itsevialequal to the monetary flows that are obtdiabthe future: losses
of value determined through an impairment testeatered in the P&L account. Should the reason idf d@preciation
cease to be applicable in future periods, the asde¢ shall be restored up to the value of thertimgal cost should the

impairment test never have been applied.

Financial assets available for salethis category includes non-derivative financiastruments that are especially
entered in this category or that may not be claskih any of the previous entries. These assetvaued at their fair
value. The fair value is determined with marketesi at the financial statement date or interim meplarough models
of financial evaluation, by determining changesvadues, offset by a specific entry in the P&L aaubuTheir
classification as either current or non-currentivéde from the expectations of administrators reg@rdtheir

negotiation: assets that are expected to be retihgd in the next 12 months are entered as cunssats.

Inventories: inventories are booked at whichever of the follayvis lower: purchase and/or manufacturing cost,
determined in accordance with the weighted avecagebasis, or the estimated realizable net valbe.net realisation
value is determined based on the estimated satasiprmormal market conditions, net of direct salests.

Obsolete and/or slow to realize inventories ardteamidown in relation to their presumed possibibfyuse or future

realization. The write down is eliminated in thddwing years, should the reasons for its causeataexist.
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Trade receivables and other current assetdrade receivables, whose expiry is within norrammercial trading
terms, are not discounted back and are bookedsat(icentified by their par value) net of the relat value losses.
These are suited to their presumed realizationevéttuough the reporting in a specific adjustmemd{uwhich is
constituted when there is objective evidence tmat@ompany will be unable to receive credit fordhiginal value.
Provisions to the reserve for doubtful accountsreperted on the income statement.

Additionally, the Group sells some of its trade aigables through sale operations of receivableac{tfring”).

Factoring transactions are with recourse.

Cash and cash equivalentshey include cash values, values with the followiaguirements: availability at sight or in

a very short term, good outcome, and no colleatigpenses. They are accounted at nominal value.

Own shares Re-acquired own shares are taken as a decredlse assets. The original cost of own shares, @&n

from sales and any other subsequent variationesegnized under the net equity.

Benefits for employees: benefits guaranteed to employees, paid when or aftgloyment ceases, by means of
programs with defined benefits (Employees' leavingemnities) or with other long-term benefits (rethent
indemnity) are recognized in the period when tigatraccruesThe liability related to defined benefit plans, oéany
plan assets, is determined based on actuarial asisun: and is recognised on an accrual basis densisiith the
employment period required to obtain the benefiesfined benefit plans also include severance indignihFR) owed
to the employees of the Group companies in acceelaiith Article 2120 of the Italian Civil Code, aaed prior to the
reform of this regulation occurred in 2007 (Finaset of 27 December 2006 no. 296), subsequent thyHor
companies employing more than 50 persons and fotaquaccrued commencing 1 January 2007, the Seeeran

indemnity is classified as a defined contributidenp

Company bonds are determined separately for eamf, pheasuring the current value of future benefitd the
employees have accrued in the current year angeipitevious ones. This calculation is carried oith the projected
unit credit method.
The components of the defined benefits are estalias follows:

< the re-measurement components of liabilities, whietlude actuarial profits and losses, are immetyat

measured in the total Other revenue (losses);

» Costs for the service performances are inscribéideitt P&L account value;

« Net financial costs on liabilities on defined betseére entered in the P&L account.
The components found in total Other revenues ()ss@y never be reclassified in the P&L accourthi following
years.
For the Severance Indemnity accrued after 1 Jan2@@y the company is only required to pay contidng to the
National Pension Institute or to a Fund or a |lggadiparate entity. Said accrued amount is basetliercontributions
pursuant to law provisions.
Furthermore, the Group has created remunerationspilbat are partially paid with Ascopiave S.p.Aargs, by
allocating shares created in long-term stock ogtiogentive plans. These are entered as liabilgies valued at their
fair value at the end of each fiscal year up torienment they will be paid (during the approval loé 2017 yearly

statement). Each variation to their fair valueriteeed in the P&L account.
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The remaining part of the incentive plan is comploskstock options that may be bought only in cagte cost of the
cash operation is initially valued at their failwa of their allocation date. Specifically, the &kglans of the Group
envisage the attribution of rights based on thairmattent by its recipients of special goals relateabjectives. The
financial treatment of these options is based, apather criteria, on the share title trend. Said Value is paid up to
its expiry and a corresponding liability is enterddhis liability is calculated at the end of eaatay end up to and
including the year of its payment. Each variatiotheir fair value is entered in the P&L account.

During 2015, the remuneration plans of the previbuse-year period have been paid. This resultéddrallocation of
99,078 shares. Considering the regulations of the, mo further allocations have been made dutimgyear, as the
benefits will be allocated at the end of the peri®did remuneration plans are accounted pursuambas is set forth in
IFRS 2.

For additional details please refer to “Sectiondf’the Remuneration Report, as envisaged by A&3. 4 par3 of the
Legislative Decree no. 58/1998 (so-called UnifiétRcial Text).

Reserves for risks and chargesThe reserves for risks and charges concern caodtglzarges of a given type, and of
certain or probable existence, which on the closiate of the financial year are undetermined imgeof amount or
due date.

Provisions are reported when:

i) There likely is a current obligation (legal or ingit) that derives from a past event;
i) an outlay of resources is likely in order to méaet vbligation;
iii) a reasonable estimate can be made as to the aofdhetobligation.

On the other hand, where it is not possible toycaut a probable estimate as to the obligatiorgltarnatively, it is
deemed that the outlay of financial resources Iy possible and not probably, the relevant potémigdbility is not

marked in the financial statements, but rather raaatl appropriately in the explanatory notes.

Provisions are reported at the representative vafltbe best estimate of the amount that the compasuld pay to
extinguish the obligation, or to transfer it torthparties upon period end. If the effect of dis@ting is significant, the
allocations are determined by discounting backetkgected future financial flows at a pre-tax rat@ch reflects the
market's current valuation in relation to time. Whscounting is carried out, the increase in ti@ation due to the

passing of time is reported as a financial charge.

Financial liabilities: financial liabilities include mid to long ternrmtncings that are initially entered at fair vale of

costs for transactions if applicable and are sulesetty valued at their amortized cost, calculatgdapplying their
effective interest rate, net of previous reimbursets.

Should the terms of the long-term financing agre@nhe breached before the end of the year witteffext that the
liability becomes an account playable on requés, liability is classified as current even if theaihcing institution
agreed, after the closure of the year under sgrtimd before the publishing of the yearly statemtmnot demand
payment of the sum as result of the agreement brégee liability is classified as current becausethe date of
reference of the statement, the company does et the unconditional right to defer payment of dability for at

least 12 months from that date.

Other current financial liabilities are valued at their amortized cost and are elitathaipon their extinguishment,

which is when the agreement obligations are ackies@ncelled or expired.
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Trade payables and other liabilities:trade payables, whose expiry is within normal comuaétrading terms, are not
discounted back and are booked at amortized cost.

Payables in a currency differing from the accountency are booked at the exchange rate of theofithye operation
and, subsequently, are converted at the exchatg@asaof the date of financial statements. Anyipwfloss deriving

from conversion is reported on the income statement

Other current liabilities: Include various exchanges and are all bookedcat¥alue, corresponding to their amortized

cost.

Fair value hierarchy
Financial assets and liabilities valued at fairueaare further classified in a three-tier hierarslggtem, based on the
modalities in which the fair value itself was detéred, i.e. the based to the surety of the inpfdrimation that was

used to determine value:

(i) Tier 1: financial instruments, which fair value is detergdrbased on a share price in a public market;

(i) Tier 2: financial instruments, which fair value is detémed with valuation methods that adopt directly or
indirectly observable market parameters. Instrumerdlued with a forward market curve and short term
differential contracts are all part of this tier.

(i) Tier 3: financial instruments, which fair value is detéred with valuation methods that adopt valuatiostems

not based on market parameters, i.e. based exelysin internal estimates.

Revenues and costgevenues and costs are booked on an accrual basis

The revenues from sales and service performanaeengnized to the extent to which it possibledtednine their fair

value and it is likely that the connected econobeaefits will be enjoyed upon transfer of the risk&l advantages
typical of the property or upon performance of fieevice. The revenues are entered net of all digspvebates and

premiums, as well as directly connected taxes

Financial income and expensesincome and costs are booked by competence acgaalihe interests accrued on the

net value of the relevant financial assets andlili@s, using the actual interest rate.

Income taxes current taxes are calculated based on an estihdlte income before tax and are entered at theuam
that is expected to be recovered or paid to thatdborities. The rates and tax regulations usedlculate the amount
are those issued or basically issued upon year@matent taxation relating to elements reporteéally under assets

are reported directly as assets and not on theriactatement.

As far as the Tax on Company Revenue is conceriiidS), Ascopiave and the almost entirety of itssadilaries
benefited for a three-year period 2016 -2018 ofrthional fiscal consolidation regime pursuantro B17/129 of the
Single Reference Text on Revenue Taxes (TUIR). Bpison enabled the calculation of IRES based daxable
amount equalling to the mathematical sum of thdtipesand negative taxable amounts of the singlmmanies that
comprise the consolidation. AscoHolding S.p.A. adsonsolidating company and determines a siaghkbte amount

for the entire group of companies that are pathefnational consolidation regime.

Ascopiave S.p.A. — Yearly financial report as ofl3dcember 2016 18



Ascopiave S.p.A.

Each of the participating companies transfersnit®iine tax (taxable income or tax loss) to the cadesiing company
recognizing therefore in the income statementtiéa i'tax consolidation charges" or "tax consolidiatincome” for an
amount equal to the current IRES rate for the famgnyear (or the loss transferred), that will k@door used by the
parent company Asco Holding S.p.A.

Deferred tax assets are reported against all diedkicemporary differences and for tax assets tallities brought
forward, in the amount in which the existence otahle future tax income is likely that can make tise of the

deductible temporary differences and tax assetdialpitities brought forward applicable, except fhe following:

- when deferred payable tax assets connected withctibte temporary differences derive from the aditi
reporting of an asset or liability in a transactitwat is not a company merger and that, at the tifnthe
transaction itself, has no effect on the profithaf year calculated for the purposes of the stat&snaor on the

profit or loss calculated for tax purposes;

- regarding taxable temporary differences associati¢ldl holdings in subsidiaries, associated compaaies
joint ventures, the deferred tax assets are regpa@méy in the amount in which it is likely that tlieductible
temporary differences will reverse in the immedifatieire and that there is suitable tax income ajairhich

the temporary differences can be used.

Earnings per share:the basic earnings per share is calculated by idiyithe net income for the period attributable to
the Company’s shareholders by the number of shae¢sf own shares.

For the purposes of calculating the profit per bsis@re, the numbering used the financial resuthefperiod less the
share attributable to third parties.

There are no preference dividends, conversionsrefeped shares or similar effects that would adihe results
attributable to the holders of ordinary shareqien@€ompany.

Diluted profits for shares result as equal to thfmseshares in that ordinary shares that could laddutive effect do

not exist and no shares or warrants exist thatdchaVe the same effect.

Activity impairment: at least every year the Company performs an imgaitntest on the tangible and intangible
assets of indefinite life or when events occur thaght result in the irreparable loss of valuets aiccounted statement
value. Specifically, goodwill undergoes verificatito assess possible losses at least every yeapassibly more
frequently if indicators of loss exist. Said vegition requires a usage value valuation of thenfire flow generating
unit on which goodwill is based on, which in tum based on the expected financial flows of the and their

actualization with the adequate discount rate.

Amortizations: theyare calculated according to the estimated resiifeadf the asset or the remaining duration of the
concession. Useful life is determined by admintstis with the support of experts, when the assétst entered in the
statement. Estimates regarding useful life aredasehistory, market conditions and expectationtitfre events that
might influence the useful life itself, includingdhnological advances. The company regularly etedu@chnological
and sector changes, costs of dismantling/closur@nadisset and the salvageable value of an asset agisessing its
residual life. Said periodic updating might resalthanges in the amortization period and thereforariations in the

amortization instalments for future years.
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Provisions for risks: said provisions are set aside using the same puoegdas the previous years, based on
notifications and advices by consultants and lagyercharge of proceedings, as well as on the hdaelopments

thereof.

Provisions for doubtful accounts:theyare based on estimated losses related to the aqgotfolio of the company.
Specific insolvency instances have led to the @yeatof new provisions, as well as expected logeesloubtful

accounts based on previous experiences with aceeuitit similar risk profiles.

Accrued tax credits: accounting of accrued tax credits is based on tipeaed taxable income of the Company in
future years. The valuation of the expected taxatdeme for the accounting of accrued tax creditsased on several

factors that may differ in time and have significaffect on the recoverability of tax credits falvanced taxation.

Employee’s Benefits expenses and liabilities related to employee'sefiess are based on actuarial estimates. The

effects deriving from modifications in said act@destimates are entered in a specific Equity entry

INFORMATION ON MANAGEMENT AND COORDINATION ACTIVITI  ES

Ascopiave S.p.A. is not subject to management aaddination activities on the part of AscoHoldingp 3. since it
operates in conditions of corporate and entrepmégleautonomy with respect to its parent compangcdpiave S.p.A.
avails itself of some services offered by AscoHadS.p.A. and other subsidiary companies, undekeb@onditions,

for organization and economic reasons.
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EXPLANATORY NOTES AND COMMENTS ON THE MAIN ITEMS OF THE STATEMENT OF ASSETS
AND LIABILITIES

Non-current assets

1. Goodwill
The item “Goodwill” of the previous year has beanirely included in the transferal of the naturalsgdistribution
branch to AP Reti Gas S.p.A for Euro 20,433 thodsan

2. Other intangible fixed assets
The changes in the historical cost and accumulaimdrtization of intangible assets at the end ofheperiod

considered are shown in the following table:

31.12.2016 31.12.2015
Historic cost Accuml.lla.ted Net value Historic cost Accuml.lla.ted Net value

(Thousands of Euro) depreciation depreciation

Industrial patent and intellectual property rights 3,269 (3,020) 248 4,194 (3,665) 529
Concessions, licences, trademarks and similar rights 49 (49) 0 9,887 (4,050) 5,837
Other intangible assets 12 (12) 0 1,241 (762) 478
Intangible assets under IFRIC 12 concession 0 0 0 456,371 (204,453) 251,918
Intangible assets in progress under IFRIC 12 concession 0 0 0 8,732 0 8,732
Other intangible assets 3,330 (3,081) 248 480,425 (212,930) 267,495

The following table highlights movements in othetaingible fixed assets during the period:

31.12.2015 31.12.2016

Amortizations

Netvalue  Change for

Net value Transferal
restated the year

Decrease during the Depreciations Net value

(Thousands of Euro) year

Industrial patent and intellectual property rights 529 (468) 62 310 10 113 248
Concessions, licences, trademarks and similar rights 5,837 (5,837) 0 0 0 0
Other intangible assets 478 (478) 0 0 0 0 0 0
Intangible assets under TFRIC 12 concession 251,918 (251,918) 0 0 0 0
Intangible assets in progress under IFRIC 12 concessior 8,732 (8,732) 0 0 0 0
Other intangible assets 267,495 (267,433) 62 310 10 113 0 248

The variation in 2016 in intangible fixed assetsniginly due to the transferal, with effect fromulyJ2016, of natural

gas distribution infrastructures to subsidiary A&tiRGas S.p.A.

Industrial patents and intellectual property rights

During the year, the item “Industrial patents antkliectual property rights”, net of the transferdid not highlight
significant changes and the amortization rate arsotm Euro 113 thousand. This variation is due tdeareased

amount transferred to Ap Reti Gas S.p.A. compaseditial expected amounts.

Concessions, licences, trademarks and similarsight

This item represented the costs paid to issuingpcaities (Municipalities) and/or previous managiogmpanies
following the award and/or renewal of tenders foer tnanagement of the natural gas distribution sesviThe entirety
of this item has been transferred to the subsidiargpany.

Other intangible fixed assets

Net of the transferal, this item marked a decrezsEuro 452 thousand. This decrease is due to dleaf the co-
generation plant in Milan to subsidiary company itér Energia S.p.A. The plant, acquired in finahtéase was

booked at fair value, net of contributions withiretscope of the lessee, including any amount totpakercise the
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purchase option, among the intangible assets isideration of financial debt towards the lessor

Leased plants and machinery

The item reported the costs incurred into for thastruction of facilities and distribution netwook natural gas, the
related connections as well as for the installabbmeasurement and reduction groups. The entokthis item has

been transferred to the subsidiary company.

Leased intangible fixed assets in progress

The item included the costs incurred into for thidding of the natural gas distribution plants aydtems constructed
partially on a time and materials basis and notpletad at the end of the financial year. The etytiod this item has

been transferred to the subsidiary company.

3. Tangible fixed assets
The changes in the historical cost and accumulateaitization of tangible assets at the end of geelod considered

are shown in the following table:

31.12.2016 31.12.2015

. ) Accumulated . ) Accumulated
Historic cost L. Net value Historic cost L. Net value

(Thousands of Euro) depreciation depreciation
Lands and buildings 36,438 (9,700) 26,738 36,091 (8,629) 27,462
Plant and machinery 1,612 (1,070) 542 4,567 (1,870) 2,697
Industrial and commercial equipment 169 (1306) 32 2,828 (2,332) 496
Other tangible assets 9,399 (7,924) 1,475 13,421 (10,773) 2,648
Tangible assets in progress and advance payment 509 0 509 588 0 588
Other tangible assets 48,127 (18,830) 29,297 57,495 (23,604) 33,891

The following table highlights the variations irettangible fixed assets item during the year undaesideration.

31.12.2015 31.12.2016
Amortizations

Netvalue Change for

Net value Transferal Decrease during the Depreciations Net value
restated the year

(Thousands of Euro) year
Lands and buildings 27,462 0 27,462 380 1,103 26,738
Plant and machinery 2,697 (2,095) 602 0 8 53 0 542
Industrial and commercial equipment 496 (456) 39 13 20 32
Other tangible assets 2,648 (747) 1,901 63 489 1,475
‘Tangible assets in progress and advance payment 588 295 883 (372) 2 0 509
Other tangible assets 33,891 (3,003) 30,888 84 10 1,665 0 29,297

Land and buildings

This item is mainly made up of the buildings owriadrelation to company headquarters, offices antbrsgary
warehouses. At the end of the year the item maakethcrease of Euro 380 thousand. This variatiomasmly due to

the costs for the upgrading of company headquariées transferal did not involve this item.

Plants and machinery

Net of transferal, this item decreased by Euro & thdusand. This variation is due to the sale efieoeration plant in

the Venice area to subsidiary Veritas Energia S.p.A

Industrial and commercial equipment

In the period considered, net of transferal, teeitIndustrial and commercial equipment” registeirackstments equal
to Euro 13 thousand.
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Other assets
The item “other assets”, net of transferal, regeteinvestments for Euro 63 thousand. These inva#israre mainly

related to costs for hardware and telephone equipme

Tangible assets in progress and advance payments

This item mainly includes costs for extraordinarginbenance in company headquarters and/or secomdashouses.

During the year, this item decreased for Euro 3itisand, due to the reclassification of assetswhet in progress as

of 2015 and have been since completed and movedhieir specific categories.

4. Shareholdings:

The following table shows the changes in the stadiigs interest in other companies by Ascopiaye/S.as of 31

December 2016:

Sh Total Result for th
Name Location éte ota .net esulttor the % Book value
capital equity year
Controlled companies
AP Reti Gas S.p.A. Pieve di Soligo (TV) -1000000 306,402,830 7,762,134 100% 298,740,636
Ascotrade S.p.a. Pieve di Soligo (TV) 1,000,000 40,708,984 24,705,118 89% 4,809,636
AP Reti Gas Rovigo S.r.1. Rovigo (RO) 7,000,000 14,056,303 1,331,717 100% 14,964,474
Edigas Esercizio Distribuzione Gas S.p.A. Cernusco sul Naviglio (MI) 1,000,000 10,306,004 1,178,304 100% 23,317,602
Pasubio Servizi S.r.l. Schio (VI) 250,000 6,430,152 3,549,747 100% 23,053,908
Blue Meta S.p.A. Orio Al Serio (BG) 606,123 10,332,303 5,540,328 100% 35,322,544
Veritas Energia S.p.A. Venezia (VE) 1,000,000 4,201,270 2,307,889 100% 5,713,503
Amgas Blu S.r.l. Foggia (FG) 10,000 2,183,820 1,932,942 80% 11,364,738
Etra Energia S.t.1. Cittadella (PD) 100,000 884,766 462,626 51% 357,000
. Share Total net Result for the
Name Location j A % Book value
capital equity year
Joint companies
Estenergy S.p.A. Trieste (TS) 1,718,096 23,505,114 10,373,812  48.999% 39,838,121
ASM Set S.r.l. Rovigo (RO) 200,000 2,194,558 1,925,365 49.00% 3,333,229
Unigas Distribuzione S.t.L. Nembro (BG) 3,700,000 41,172,852 2,727,879 48.86% 20,652,416
. Share Total net Result for the
Name Location . ) % Book value
capital equity year
Affiliated companies
Sinergie Italiane S.r.l. - in liquidazione Milano (MI) 1,000,000 (12,184,357) 2,898,875 30.94% 309,400
Share Total net  Result for the
Name Location . A % Book value
capital equity year
Shareholdings in other companies
B. Cred. Coop. Prealpi ‘Tarzo (TV) 528

It is to be pointed out that the net equity andiltesfor the period of the controlled or jointly rdoolled companies
reported in the tables above refer to financidkestents for the periods ended 31 December 201&Gppbved by the
Boards of Directors of the associated companies.

AS far as the companies ASM Set S.r.l, EstenergyAS and Unigas Distribuzione S.r.l. are concernafier

purchasing part of their share capital, the Graetpfarth a governance structure and decision qudaurthe Board of
Directors and the Shareholders’ Meeting so thatotild have the joint control of the affiliated coamy, pursuant to
IAS 31 international accounting standard.

The item “share interest in affiliated companiestreased during the year by Euro 298,741 due teriwtion of the
new company AP Reti Gas S.p.A. for Euro 200 thodsamd due to the transferal to the company of dteral gas
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distribution branch for Euro 298,540 thousand, gsla@ned in the paragraph “Transferal to AP Rets@ap.A. of
management of natural gas distribution servicesratjve as of 1 July 2016” herein.

The comparison between the value of the investmargabsidiaries and joint ventures and the shtribatable to the
Company highlights situations in which the valuéeesd in the financial statement exceeds the twbakssets of the
subsidiary as of 31 December 2015.

At the end of the annual assessment of the evergdattion of the values entered in the finandiesnents in
Subsidiaries and joint ventures, we proceeded teriohine the use value for each.

The use value was calculated by using the projectsth flows contained in the 2017-2019 businesasptd the
individual subsidiaries that have been approvethbyBoard of Directors on 21 February 2017. Foltaytihe results of
the impairment tests on the single shareholdingsiepreciation was recognized.

The main criteria adopted in evaluating impairméoth in terms of growth rates for other periodmtthose illustrated
on the plans and in terms of discount rate, aresistant with those considered in the impairmenste$the goodwill

allocated to the CGU in the consolidated finansiatements.

5. Other non-current assets

The following table shows the details of the iteimduded under the "Other non-current assets" énfitancial years

considered:
Restated
(Thousands of Euro) 31.12.2016 31.12.2015  Transferal 31.12.2015
Security deposits 499 95 377 472
Other receivables 3,963 3,963 99 4,062
Other non-current assets 4,462 4,058 476 4,534

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 476 thand, therefore only highlighting the ordinary itgariations during

the year.

Other non-current assets increase by Euro 404 déimolugoing from Euro 4,058 of 2015 to Euro 4,46Quand of
2016.

The item “Other receivables” in composed by:

* Receivables from the local authority of Creazzae,go/alue of Euro 2,141 thousand correspondindpeoniet
book value of the distribution plants awarded imeJl2005 for the natural expiry of the concession
corresponding, pursuant to "Letta" Legislative @ecgrart. 15 subpar. 5, to the industrial value haf het
according to evaluation reported in the expert@inexation.During the year 2014, the litigation with the
Municipality about the value of the delivered distition plant ended with the judgment of the Cooft
Vicenza, which enshrined in Euro 1,678 thousandvtilae of the refund, leading to a devaluation itret
Euro 463 thousand. The Company maintains good mei@sbelieve it can recover the least recognitibthe
credit in the following states of the dispute thatvever is not maintained in writing and has becdmeeause
of that judgment, a contingent asset.

* Receivables from the municipality of Santorso, Faro 748 thousandlhis amount corresponds to the net

book value of the distribution plants awarded irgAst 2007 to the Municipality itself and the defivef the
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infrastructures took place after the expiry of domcession on 31 December 200 value of the receivable
from the municipality of Santorso corresponds ® 'ttetta’ law, article 15, paragraph 5, as indeicetion of
the industrial value of the network, in line wittetestimations outlined in a suitable appraisal.

* Receivables from the municipality of Costabisséwa,Euro 1,537 thousand. This amount correspondbeo
net book value of the distribution systems delideom 1 October 2011 to the Municipality; the delivef
infrastructures happened at the natural expiry datke concession. The value of the credit is btputhe net
book value of the divested asset, considered ldten the reconstruction value as per new requegheof

Local Body.

As of 31 December 2016, there is an outstandingation with the municipalities mentioned in orderdefine the
value of compensation of distribution systems d@gtd. Please refer to paragraph “Litigations” hereir further
details.

6. Advanced taxation
Advanced taxes decrease from Euro 2,254 thousaBaiim 1,858 thousand, marking a drop of Euro 3@fishnd as
highlighted in the table below:

Restated
(Thousands of Euro) 31.12.2016  31.12.2015 Transferal  31.12.2015
Advance tax receivables 1,858 2,254 6,044 8,298
Advance tax receivables 1,858 2,254 6,044 8,298

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatféiral gas
distribution to AP Reti Gas S.p.A for Euro 6,04%4ukand, therefore only highlighting the ordinamgnit variations
during the year.

The Company has been performing a full accountingdeance taxes concerning temporary differencésdsn tax-
imposition and balance sheet value, as the Groppaaes that future tax-imposition could take upddferences that
generated them. In determining the advanced taxesteferred to IRES (taxes on company income) avitere
applicable, to the current IRAP at the moment iriciwlthe temporary differences are supposed to pedited again. In
particular, a 24% IRES tax rate, and a 4.2% IRAPréde were applied in accordance with the chamgesduced by
Law 111 dated 15 July 2011 to art. 23, paragraphl®gislative Decree 98 dated 6 July 2011.

The total value of the temporary differences ara dmounts on which the deferred tax assets wecelatdd are as

follows:
31.12.2016 31.12.2015
Description ;fefemrzz?ez Tax rate Total effect ;f(:emrzz?ez Tax rate Total effect

Allocation of bad debt provisions 464 24.0% 111 1,303 24.0% 314
Allocation of inventory write-down 0 28.2% 0 33 28.2% 9
Risks fund 250 24.0% 60 550 24.0% 132
Exceeding amortizations IRES 6,004 24.0% 1,462 18,714 24.0% 4,510
Exceeding amortizations previous 2007 within 2013 51 28.2% 14 11,399 28.2% 3,217
Other 23 28.2% 6 408 28.2% 116
Personnel incentive 854 24.0% 205 0 28.2% 0
Total advance taxes 1,858 8,298

Current assets
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8. Inventories:

The shareholders' equity at the end of the peitodsidered is analysed in the following table:

Restated
31.12.2016 31.12.2015 Transferal 31.12.2015
Thousands of Euro) Gross value Bad debt Net value | Gross value Bad debt Netvalue |Gross value Bad debt Net value Gross value Bad debt Net value
Fuels and warehouse materials 0 0 0| 31 0 31 1,734 (33) 1,701 1,765 (33) 1,731
Total inventories 0 0 0 31 0 31 1,734 (33) 1,701 1,765 (33) 17 31

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 1,70bubkand, therefore only highlighting the ordinamgnit variations
during the year.

At the end of the year there are no inventoriesaiaing.

9. Trade receivables

The following table shows how the items are bro#tlewn for each period considered:

Restated
(Thousands of Euro) 31.12.2016  31.12.2015 Transferal  31.12.2015
Receivables from customers 4,944 4,464 10,009 14,473
Receivables for invoices to be issued 2,468 3,164 11,082 14,246
Bad debt provisions (280) (280)
Trade receivables 7,412 7,348 21,091 28,439

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 21,09busand, therefore only highlighting the ordinagi variations

during the year.

Trade receivables are entered net of the advangaeyds in bills and net of provision for doubtfalcaunts accrued as
of the closing date of the financial year. Theseenaables mainly relate to various invoicing seegidhat Ascopiave
S.p.A. entertains with other companies of the Group

The item increases from Euro 7,348 thousand optbkeious fiscal year, to Euro 7,412 thousand ofctlreent financial
year, with an increase of Euro 64 thousand.

All receivables from clients are entirely made diptalian debtors.

At the end of the year, no doubtful accounts thatilel require further provisions have been iderdifie

It is noted that trade receivables will be collbttawithin the following year and currently thereeano significant

outstanding expired receivables.

9. Other current assets

The following table shows how the item is brokemvddor each period considered:
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Restated

(Thousands of Euro) 31.12.2016 31.12.2015 Transferal  31.12.2015

Tax consolidation receivables 4,768 646 0 646
Annual pre-paid expenses 144 398 255 653
Advance payments to suppliers 534 724 4,711 5,435
Annual accrued income 0 136 0 136
Receivables due from C.S.E.A. 0 0 28,168 28,168
VAT Receivables 766 3 0 3
UTF and Provincial/Regional Additional Tax receivables 82 0 85 85
Other receivables 2,863 83 0 83
Other current assets 9,067 1,990 33,219 35,209

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 33.21@usand, therefore only highlighting the ordinagi variations

during the year.

Other current assets showed an increase of Eug¥ #fusand, from Euro 1,990 thousand in 2015 tm BY067
thousand in 2015. The increase is mainly explaibgdthe increase in IRES receivables for the natidiszal
consolidation and pertain receivables to parentpaom Asco Holding S.p.A., that took advantage & tiption.

The item “other receivables” accounts for receiealib parent companies for shares that are patmpany employee

incentive programs.

10. Current financial assets

The following table shows how the item is brokemvddor each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015

Financial receivables from controlled companies 2,534 17,849
Other financial current assets 3,124
Current financial assets 2,534 20,973

Current financial assets are in the tune of EuB342 thousand, marking a decrease of Euro 18,43%#mu compared
to the previous year. The item includes balancesitefcompany accounts through which the compangaged the
Group Treasury, granting the necessary fundingtdosubsidiaries and affiliates, in order to meedirtfinancial
requirements.

The item "Other current financial assets" includleel credit liability to the town of San Vito di Legzano, which was
collected within the expected deadline

Hereby the composition of financial assets fromsgdiary and joint-control companies for the two ngeis highlighted.

(Thousands of Euro) 31.12.2016 31.12.2015

intercompany current account - Ascotrade S.p.A. 6,742
intercompany current account - AP Reti Gas Rovigo S.r.l. 335
intercompany current account - Edigas Es. Distribuzione Gas S.p.A. 261 623
intercompany current account - Veritas Energia S.p.A. 2,273 10,149
Current financial assets 2534 17,849

The variation, equal to Euro 15,315 thousand, i;mina&xplained by lower loans amounts granted tosgliaries and
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associated companies due to decreased financids$ mweenpared to the previous year.

11. Tax receivables

The following table shows how the items are brottewn for each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015

Receivables related to IRAP 621 241
Other tax receivables 135 135
Tax receivables 757 376

Tax credits increased from Euro 376 thousand irb201Euro 757 thousand in 2015 showing an incred$auro 381
thousand.

12. Cash and cash equivalents:

The following table shows how the items are brotewn at the end of each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015

Bank and post office deposits 4,506 9,380
Cash and cash equivalents on hand 5 10
Cash and cash equivalents 4511 9,390

The figures reported refer to the balances of twrdounts and to the values of company fund. Cdstvahce at the
end of the fiscal year amount to 4,511 thousanth widecrease from the previous year of Euro 4tB@@sand. For a

better understanding of changes in the cash flmearoed during the year, please refer to the dashdtatement.

Net Shareholder’s Equity

13. Net shareholders' equity

The shareholders' equity at the end of the pegodsidered is analysed in the following table:

(Thousands of Euro) 31.12.2016 31.12.2015
Share capital and reserves 360,546 359,407
Result for the period 33,700 33,547
Total Net equity 394,246 392,954

The composition of the net shareholders' equitgp®rted below:
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(Thousands of Euro) 31.12.2016 31.12.2015
Share capital 234,412 234,412
Legal reserve 46,882 46,882
Own shares (17,521) (17,521)
Reserves 96,819 95,696
Reserve for severance pay discountias 19 (45) (62)
Result for the period 33,700 33,547
Total Net equity 394,246 392,954

Stockholders' equity as of 31 December 2016 amdumatéuro 394,246 thousand, an increase of Euré2thpusand
compared to 31 December 2015. Please refer tohtmeges in equity for further details.

During 2016, the Shareholders' Meeting held on & Mpproved the distribution of dividends equal wrd33,347
thousand, corresponding to 0.15 euros per share.

The share capital of Ascopiave S.p.A. as of 31 Ddxr 2016 consists of 234,411,575 shares with armamalue of
Euro 1.00 each.

It is noted that during 2016 no own shares have lpeechased.

The changes in the net shareholders' equity in M6 2re reported in the following tables:

Shares in circulation as of 31 December 2016 and 31 December 2015

(Number of shares) 31.12.2016 31.12.2015
Number of shares from shareholders' capital 234,412 234,412
Number of shares in portfolio (12,101 (12,101
Total number of shares in circulation 222,311 222,311
Value of the shares in circulation 31.12.2016 31.12.2015
Ordinary shares 234,412 234,412
Own shares in portfolio (17,521) (17,521)
Total value of shares in circulation 216,891 216,891

Revenues (losses) entered directly in the Sharersl&quity

As of 31 December 2016, losses for Euro 45 thousane been entered directly in the Shareholdersitgmarking
an increase of Euro 16 thousand from 31 DecemhEs.20

This reserve gathers accounting gains and losg@srdefrom the assessment of current benefit plduas shall never

be reclassified under profit and loss account.

Pursuant to article 2427-bis of the Italian Civibde, the prospects indicating the origin, possibibf use and
distribution of net equity items are reported below
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Usage in the previous three

Description Amount Possibility of use Portion available For other
For coverage of losses
reasons

Share capital 234,411,575

CAPITAL RESERVES
Share premium fund 50,171,613 ABC 50,171,613
Own shares (17,521,332)

EARNINGS RESERVES

Legal reserve 46,882,315 B

Extraordinary reserve

Free reserve

Other reserve 46,602,280 A B, C 46,602,280
Total 126,134,876 96,773,893
Portion non available

Residual value of available portion 96,773,893

Note: "A" = capital increase "B" = coverage of losses, "C" = distribution to sharcholders

The share premium fund is available considering the legal reserve reached a value equal to dtiedi the share

capital, in accordance with civil law provisions.

Non-current liabilities

14. Reserves for risks and charges

The following table shows how the items are brottewn for each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Provisions for pension for gas sector employees 393
Other provisions for risks and charges 250 550
Provisions for risks and charges 643 550

The increase in the provision for risks and chaigesue to provisions for pension for gas sectoplegees and to
incentive schemes for employees.
Other provision for risks and charges is due piowus set aside for litigations with former employee

15. Severance indemnity

The changes in severance indemnity in the yearderesl are shown in the following table:

(Thousands of Euro)

Severance indemnity as of 1% January 2016 1,224
Transferal (834)
Retirement allowance 729
Payments for current services and work 2
Actuarial loss/(profits) recorded 50
Severance indemnity as of 31 ' December 2016 1,172

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 916 thand, therefore only highlighting the ordinary iteariations during

the year.
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The liability of the severance indemnity is caldcath with the actuarial method. Its value is therefeubjected to
variation between the various hypotheses. The mgiothesis used for the measurement of the seveiademnity is
the discount rate, the average yearly employe@temand maximum retiring age of employees.
The discount rate used to measure the liabilityvdey from severance indemnity is determined frorarket trend of
fixed-rate, high quality bonds (AA rating or bejtaith due date and amount corresponding to due aad amounts of
expected future payments. For this plan, the aeerigcount rate reflecting the due dates and amoohfuture
payments for 2015 amounts to 1.49%.
The main hypotheses of the model are:

e Mortality rate: IPS55 survival table

« Inability rates: INPS tables year 2000

» Personnel rotation rate: 3.00%

* Annual probability rate of TFR down payment: 2.00%

* Increase in remuneration rate: 1.50 %

* Inflation rate: 1.00%
The sensitivity analysis on the actuarial evaluatibthe provision did not highlight substantiadatiepancies compared
to the value as accounted in the balance statement.
The current cost related to work performance isuthed as personnel costs, while the interest esgtal to Euro 18

thousand, is recorded under financial income ameese.

16. Medium- and long-term loans

The following table shows how the item is brokemvdat the end of the periods considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Loans from Prealpi 684 757
Loans from European Investment Bank 31,000 34,500
Loans from Unicredit S.p.A. 2,857 8,571
Medium- and long-term bank loans 34,541 43,829
Current portion of medium and long-term loans 9,287 9,628
Medium- and long-term loans 43,828 53,456

Medium and long term loans mark a decrease of By628 thousand attributed to the reclassificatibmstalments
that will be reimbursed during the year.

Specifically, the European Investment Bank finagciwhich was issued in two payments during 2013Famo 45,000
thousand in total as a residual debt of € 34,5@0ighnd as of 31 December 2016 with Euro 3,500 #rmabibeing
reclassified as short term payables to banks awaehdings.

The repayment of the first instalment of 35,000utand will be carried out in 14 residual six moimtalments with a
fixed amount, between 27 February 2017 and@@ust 2023, with the application of a Euribor 6#ttointerest rate
increased with a 95.5 base point spread. The saonstadlment, amounting to Euro 10,000 thousand sleatepaid with
16 six-month instalments with a fixed amount froih Rebruary 2018 to 28 August 2025 with the applicabf a
Euribor 6-month interest rate increased with a HaSe point spread as well as a 135-base pointrelased to the
guarantee issued by the "Cassa Depositi e Pr&gtith." (Deposit and Loan Bank).

As guarantee of the obligations covered by the lagreement, Ascopiave sold to the European InvedtBank a

share of future claims arising from the repaymehthe residual value of assets related to the Digion Gas
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Concessions now property of subsidiary company AR Bas S.p.A., as set forth in the agreement iatem
stipulated in December 2016.
In particular, the Agreement envisages that the @om, for the entire duration of the Loan, undesték respect the
following parameters:

* EBITDA/ Net financial costs > 5;

* Net consolidated financial indebtedness/ EBITDAS 3
Furthermore, in the following instances the bargtitations may request anticipated reimbursemetti@foan:

a) reduction of costs of the project below what waginally set forth in the agreement;

b) anticipated reimbursement of non-EIB loans (exceigdievolving credit facilities);

c) change in control structure of Ascopiave S.p.AAscoHolding S.p.A.;

d) change in law framework that might hinder Ascopi&v.A ability to perform its obligations;

e) loss of concessions to an extent that would redoosolidated RAB below 300 million Euro.

At the end of 2016, all envisaged covenants wespaeted because:
a) EBITDA/ Net financial costs ratio was 175.10, cddted as the ratio between consolidated EBITDAtt t
date, i.e. Euro 95,255 thousand and consolidatefineecial costs Euro 544 thousand.
b) Net financial indebtedness/ EBITDA was 0.99, caltedl as the ratio between consolidated net financia
indebtedness to that date, Euro 94,002 thousand@reblidated EBITDA i.e. Euro 95,255 thousand.
The medium long term loan with Unicredit S.p.A.r@d by the Parent Company in 2011 for Euro 40,000gand,
used to finance crucial company operation for camgpaggregation purposes, has a seven-year duratidna
reimbursement plan of six-month instalments, pastpo from 31 December 2011 to 30 June 2018.
During the year, two instalments have been repaticEfiro 2,857 each. This led to the reduction efltian for Euro
5,714 thousand in total and a residual debt agtiueof the year of Euro 8,571 thousand.
This loan has a variable interest rate, based eftthibor three-month index and a spread margbeteummed to the
index. The exact amount of the margin is basedhenvariations of the value, at the end of each,yefathe ratio

between net consolidated financial position andgansolidated operating margin, as shown indheing table:

PFN/M.O.L. Ratio Value Value of spread
Index>2.5 125 basis points
2<Index<2.5 90 basis points
Index<2 75 basis points

Along with the terms and conditions provided forcedculate the interest rate to be applied to ihented capital, the

continuation of the loan agreement is subject éoftfiowing financial and operating terms and ctiods:

a) the value of the index described above may notexk&5 (covenants amended by notarial deed of 221Deer
2014, the previous limit was equal to 2.75);

b) R.A.B. value (Regulatory Asset Base, i.e. the valfiehe gas network) cannot be lower than Euro @00,
thousand,;

C) the stake of ASCOHOLDING S.p.A. in ASCOPIAVE S.p@annot be lower than 51%.

As collateral for the execution of obligations tethto the loan, the company relinquished to Uniitran interest of

future credit deriving from the reimbursement ok thesidual value of the assets related to Gas iRisin

Concessions.

Following a negotiation with Unicredit S.p.A. on 2vember 2015, yearly assessment of respect ohdiah

covenants and operating parameters stated in ignmand b) from 2015 shall no longer carried outtio& IFRS
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compliant Group consolidated results, but on afprora consolidated report based on the sum of afatensolidated
statement and the pro-quota of joint controlled panies.

As of 31 December 2016, having respected the itmliGg, amounting to 0.88, calculated as the proyonet financial
indebtedness to that date (90,962 thousand) andrthtorma Ebitda (Euro 103,597 thousand) as wellester b) for
Euro 404,430, the applicable spread applicable ftaranuary 2017 shall be 75 base points.

The following table highlights deadlines for thstmments of medium and long term loans accordirtfeir year:

(Thousands of Euro) 31.12.2016
Financial year 2017 9,287
Financial year 2018 7,681
Financial year 2019 4,826
Financial year 2020 4,828
After 31" December 2020 17,207
Total medium and long-term loans 43,828

17. Other non-current liabilities

The following table shows how the items are bro#tlewn for each period considered:

Restated
(Thousands of Euro) 31.12.2016 31.12.2015 Transferal 31.12.2015
Security deposits 7 306 306
Multi-annual passive prepayments 37 37 5,191 5,228
Other non-current liabilities 44 37 5,497 5,534

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 5,49®ubkand, therefore only highlighting the ordinamgnit variations

during the year.

Other non-current liabilities increased from Eurd tBousand to Euro 44 thousand, marking an increddeuro 7

thousand.

The change is mainly explained by the increasengiterm deferred detected liabilities in ordestizspend the public
and private contributions received for the condtouc of user derivations. The same are deferred rafehsed to
income over the useful life of the infrastructunglib(45 years) and the carrying value of other 1corrent liabilities

corresponds to the economic value of the samantifigie released as from 2018.

18. Non-current financial liabilities

The following table shows how the items are brolewn at the end of each period considered:

Restated
(Thousands of Euro) 31.12.2016  31.12.2015 Transferal  31.12.2015
Payables due to leasing companies (over 12 months) 422 422
Non-current financial liabilities 422 422

The item “Non-current financial liabilities” of thprevious year included the financial lease on epegation plants.
The item was not transferred on 1 July 2016 arhdt been included in the sale of co-generationtplansubsidiary

company Veritas Energia S.p.A. during FY 2016.
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19. Deferred tax payables

The following table shows how the items are brotewn at the end of each period considered:

Restated
(Thousands of Euro) 31.12.2016 31.12.2015 Transferal 31.12.2015
Deferred tax payables 22 26 12,206 12,232
Deferred tax payables 22 26 12,206 12,232

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatféiral gas
distribution to AP Reti Gas S.p.A for Euro 12,20®usand, therefore only highlighting the ordinagm variations

during the year.

Deferred taxes mark a variation from Euro 26 thads# Euro 22 thousand, a decrease of Euro 4 éimolus

The Company has provided a full accounting of defkitaxes on temporary differences between taxeddlees and
book values. In determining the advanced taxegefegred to IRES (taxes on company income) andyevapplicable,
to the current IRAP at the moment in which the terapy differences are supposed to be deposited .agaparticular,
a 24% IRES tax rate, and a 4.2% IRAP tax rate \apmdied in accordance with the changes introdugetaw 111
dated 15 July 2011 to art. 23, paragraph 5 of Latje Decree 98 dated 6 July 2011.

The total value of the temporary differences arel rédated amounts on which the liabilities for defd taxes gave

been detected are detailed below:

31.12.2016 31.12.2015
- Temporar Temporar
Description . p Y Tax rate Total effect " p Y Tax rate Total effect

differences differences
Exceeding amortizations 61 24.0% 15 30,037 24.0% 7,209
Severance indemnity 31 24.0% 7 31 24.0% 7
Goodwill deductibility for tax purposes whithin 2007 0 28.20 0 9.872 28.2% 2.802
Exceeding amortizations 0 28.2%% 0 7848 28.2% 2213
Total deferred tax payables 22 12,232

Current liabilities

20. Amounts due to banks and current portion ofinmetlong-term loans

The following table shows how the items are brotlewn at the end of each period considered:

(Thousands of Euro) 31.12.2016 31.12.2015
Payables due to banks 55,000 87,995
Current portion of medium-long-term loans 9,287 9,628
Payables due to banks and financing institutions 64, 287 97,622

At the end of FY 2016, short term bank payableshao&en down into negative bank account balance&tioo 55,000
thousand and short-term loan instalments for Eyg8® thousand. The total decrease, amounting to BGr335

thousand, is mainly explained by decreased udeeodriedit available.

The following table shows the allocation of Asco@es.p.A. credit lines used and available and ivelatates applied
as of 31December 2016.
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Credit lines Interest rate Debt
Banks Type
31 dec 2016 31 dec 2016 31 dec 2016
Banca di Credito Cooperativo delle Prealpi Cash loans 5,000 n.a. -
Banca di Credito Cooperativo delle Prealpi Bank loan 757 2.10% 757
Banca Europea per gli Investimenti Bank loan 24,500 0.76% 24,500
Banca Europea per gli Investimenti Bank loan 10,000 0.52% 10,000
Banca Monte dei Paschi di Siena Cash loans 10,000 na. -
Banca Monte dei Paschi di Siena Guarantees 20,000 0.30% 10,980
Banca Nazionale del Lavoro Cash loans 48,953 n.a. -
Banca Nazionale del Lavoro Guarantees 11,047 0.30% 1,052
Banca Popolare dellEmilia Romagna Cash loans 10,000 n.a. -
Banca Popolare di Vicenza Cash loans 45,000 n.a. -
Banca Popolare Friuladria Cash loans 11,000 n.a. -
Banca Popolare Friuladria Guarantees 2,000 n.a. -
Banca Sella Cash loans 5,000 n.a. -
Banca BPM Cash loans 17,000 n.a. -
Banca BPM Guarantees 12,485 0.40% 3,137
Banco di Brescia Cash loans 30,000 0.01% 20,000
Banco di Desio e della Brianza Cash loans 5,000 na. -
BNP Paribas Lease Group Financial derivatives 10,000 n.a. 377
Cassa di Risparmio del Veneto Cash loans 13,000 n.a. -
Credito Emiliano Cash loans 25,000 0.00% 25,000
Intesa SanPaolo Cash loans 40,000 0.30% -
Intesa SanPaolo Financial derivatives 7,000 n.a. 3,416
Large Corporate One Bank loan 8,571 0.75% 8,571
Unicredit Cash loans 48,705 0.00% 10,000
Unicredit Guarantees 42,000 0.30% 13,342
Total 462,019 131,133
21. Trade payables
The following table shows how the items are brotewn at the end of each period considered:
Restated

(Thousands of Euro) 31.12.2016 31.12.2015  Transferal 31.12.2015

Payables to suppliers 657 2,064 885 2,949

Payables to suppliers for invoices not yet received 1,123 4,017 8,550 12,567

Trade payables 1,779 6,081 9,435 15,516

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 9,43®ubkand, therefore only highlighting the ordinamgnit variations

during the year.

The item decrease from Euro 6,081 thousand of tieiqus fiscal year, to Euro 1,779 thousand ofdineent financial
year, with a decrease of Euro 4,302 thousand. €heedse is mainly explained by the lower allocatibmvoices to be
received at the term of the year for Euro 2.89%s$land and by received invoices for Euro 1,407 thods

It is noted that trade payables are collectablaiwithe following fiscal year.

22. Other current liabilities

The following table shows how the items of “Otharrent liabilities” broken down for each period satered:
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Restated
(Thousands of Euro) 31.12.2016 31.12.2015 Transferal 31.12.2015
Advance payments from customers 1,512 1,512
Amounts due to parent companies for tax consolidation 1,051 1,051
Amounts due to social security institutions 303 252 442 694
Amounts due to employees 1,534 1,384 1,323 2,707
VAT payables 1,054 (0)] 1,054
Payables to revenue office for withholding tax 374 263 309 572
Annual passive prepayments 91 0) 1,012 1,012
Annual passive accruals 247 135 517 652
Other payables 402 523 21,505 22,028
Other current liabilities 2,952 4,663 26,620 31,282

In the table above, the items in the comparisomroal are stated net of the transfer of the branchatfiral gas
distribution to AP Reti Gas S.p.A for Euro 26,62@usand, therefore only highlighting the ordinagm variations

during the year.

At the end of the fiscal year, other current lisigis amount to Euro 2,952 thousand, marking deered Euro 1,711
thousand compared to 2015. This increase is maloly to the variation of the entry “other payablesid VAT

payables.

“Payables to welfare institutions” refers to payablof welfare contributions for the months of Nobem and
December that were paid during the first month2@f7. The “amounts due to employees” include hgidaot taken,

deferred remuneration and bonuses earned as oé8&niber 2016 but not paid out on that date

23. Current financial liabilities

The following table shows the breakdown of the ité@urrent financial liabilities” at the end of eagferiod

considered:
Restated
(Thousands of Euro) 31.12.2016 31.12.2015 Transferal 31.12.2015
Financial payables within 12 months 43,156 12,629 12,629
Payables to leasing companies within 12 months 67 67
Current financial liabilities 43,156 12,629 67 12,696

Current financial liabilities amount to Euro 42,18®usand, up by Euro 30,460 thousand comparebetgptevious
year mainly due to entering of balances of subs&hain intercompany current accounts through whieh company
manages the Group Treasury.

The variation is explained by the decrease in l@mts borrowings against Amgas Blu S.r.l. for EuBotousand, AP
Reti Gas S.p.A. for Euro 6,386 thousand, AP Re8 Bavigo S.r.l. for Euro 687 thousand, Ascotradqe/s.for Euro
16,704 thousand, Asm Set S.r.l. for Euro 3,412 ¢had, Blue Meta S.p.A. for Euro 8,266 thousanda Emergia S.r.1.
for Euro 855 thousand and Pasubio Servizi S.r|Efaro 6,834

As specified in the paragraph “Non-current finaht&bilities”, the decrease in payables to thedirg company is due

to the sale of subsidiary company Veritas Energia/S of several co-generation plants in finantgalse, in addition to

the transferal to Ap reti gas S.p.A.

Net financial position
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The table below shows the composition of the nearftial position as requested in Consob commubitatio.
DEM/6064293 of 28 July 2006:

(Thousands of Euro) 31.12.2016 31.12.2015
Cash and cash equivalents 4511 9,390
Current financial assets 2,534 20,973
Current financial liabilities (43,156) (12,629)
Payables due to banks and financing institutions (64,287) (97,622)
Debiti verso societa di leasing entro 12 mesi (67)
Net short-term financial position (100,398) (79,955)
Non current financial assets
Medium- and long-term bank loans (34,541) (43,829)
Non-current financial liabilities (422)
Net medium and long-term financial position (34,541) (44,251)
Net financial position (134,940) (124,205)

Ascopiave Net Financial Position saw an increasewb 10,735 thousand compared to the previous yeaa total
amount of Euro 134,940 thousand.

It is to be pointed out that no covenants or rieggtledges are provided for in the short-term bkalns, while the
loan granted by Unicredit Banca S.p.A. and by theopean Bank for Investments undergo covenantsbe teerified

based on the results of the consolidated finarst&Ements- described in the previous paragraplediivin-long term
loans”
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COMMENTS ON THE MAIN INCOME STATEMENT ITEMS

Revenues

24. Revenues

The following table shows the revenues in the misriconsidered:

(Thousands of Euro) FY 2016 FY 2015
Revenues from general services supplied to Group companies 9,057 8,592
Distribution of dividends from controlled companies 30,923 23,842
Other revenues 16,392 154
Revenues 56,372 32,588

At the end of the period, the item amounted to EbBp373thousand, with an increase of Euro 23,7&ushnd
compared to the previous year.

At the end of the financial year, revenue from geh&ervices to company subsidiaries increased o B65
thousand, going from 8,592 thousand of 2015 to BU®&7 thousand of the reference year

Revenues from distribution of dividends of subsigliaompanies increase by Euro 7,081 thousand, goarg Euro
23,842 thousand of the previous year to Euro 30tB@3sand of the reference year.

The item “other revenues” marks an increase of B@38 thousand, going from Euro 154 thousandd@62o Euro
16,392 in 2016.

This variation is mainly due to revenues accouritdidwing the sale of the “TEE Energy Efficiencyrticates” to
subsidiary company AP Reti Gas S.p.A. following #teainment of the objectives set by the Authofitymatters
pertaining energy saving. Said objectives wereamrsibility of Ascopiave S.p.A. but have now beemfeored to Ap

Reti Gas S.p.A. following the transferal of theurat gas distribution branch dated 1 July 2016.

Operating costs

25.Cost of raw materials

The following table reports the costs relatinghte purchase of raw materials during the finanagaiquls considered:

(Thousands of Euro) FY 2016 FY 2015
Diesel fuel and LPG purchase 2
Purchase of other raw material 21 5
Purchase costs for other raw materials 22 5

The costs for the purchase of other raw matenmdease from Euro 5 thousand in 2015 to Euro hadsand in 2016,
a Euro 17 thousand increase.

The item mainly includes costs for the purchaseaferials used for the construction of infrastroesufor natural gas
distribution, as well as costs for the purchaseatfiral gas and electric power required for thecfioning of the co-

generation plants for the first six months of FYL80

26. Costs for services

Costs for services for the relevant periods ardéyaed in the following table:
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(Thousands of Euro) FY 2016 FY 2015
Mailing and telegraph costs 1,140 1,354
Maintenance and repairs 1,244 1,091
Consulting services 3,382 2,018
Commercial services and advertisement 122 106
Sundry suppliers 435 173
Directors' and Statutory Auditors' fees 678 573
Insurances 683 103
Personnel costs 429 243
Other managing expenses 661 635
Costs for use of third-party assets 442 457
Costs for services 9,212 6,753

The costs for services amount to Euro 9,216 thalisdrthe end of the period considered, recordingnarease as
compared to the previous financial year equal tmE463 thousand. This is mainly due to the ineeeaf the costs of
received consultancy services as well as the mig@surance policy costs.

The increase in costs of consultancies, in the afrteuro 1,364 thousand, is mainly due to increasexts during the
year in administrative and legal consultancy feesE(ro 1,028 thousand), IT consultancy servicesE(#o 265
thousand), Research and Development (+ Euro 66s#mal) as well as technical consultancy servicegyro 5
thousand).

Personnel costs include costs for the managemerehitles assigned to employees, expenses forathieen service

and costs for training and education, and recorsh@ease of Euro 186 thousand compared to thequeyear.

The item "Costs for the use of third-party ass@tsludes costs for software rights and licensewel$ as the rental

costs for company offices. At the end of the rafeeeperiod, the item has decreased by Euro 15dndus

27. Personnel cost

Personnel costs for the relevant periods are agdliysthe following table:

(Thousands of Euro) FY 2016 FY 2015
Wages and salaries 5,660 4,413
Social security contributions 1,660 1,269
Severance indemnity 323 290
Other costs 12 8

Total personnel costs 7,655 5,980
Capitalized personnel costs (8) @a7)

Personnel costs 7,647 5,963

Personnel costs are reported net of capitalisets ¢ogelation to increases in intangible assetswiorks carried out
partially on a time and material basis, which airedaly attributed to the creation of facilitiesrfthe distribution of
natural gas during the first half of 2016.

The item increases from Euro 5,980 thousand optheious year, to Euro 7,655 thousand of 2016, a#tlincrease of
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Euro 1,675 thousand. Including welfare obligatioti® surge is due to the accounting of the lonmteersonnel
incentive scheme for Euro 745 thousand, as welbathe rise in salaries for the year under consiitn, due to

personal merits and agreement obligations.

Capitalized personnel cost marked a Euro 9 thousleedease, going from Euro 17 thousand of the pusvirear to

Euro 8 thousand of 2015 decreasing the overalbpeed cost by the same amount.

The table below shows the number of employeeseo@toup, divided by category, at the end of 201di atrthe end of
2016:

transferal of the branch of

Type FY 2015 S FY 2016 Variation
natural gas distribution
Executives 13 ?3) 9 @)
Office workers 167 (90) 79 2
Manual workers 79 (75) 4 0
No. of personnel employed 259 (168) 92 1

The variation in number of employees is due totthesferal of 168 resources to AP Reti Gas S.polowing the
transferal of the gas distribution branch; it igetbthat some employees of the company are paat rofilti-annual

incentive scheme.

28. Other management costs

Other operating incomes for the relevant periodsaaalysed in the following table:

(Thousands of Euro) FY 2016 FY 2015
Other provisions 300
Membership and AEEGSI fees 138 128
Capital losses 5
Extraordinary losses 77 9
Other taxes 172 108
Other costs 216 207
Costs of contracts 43 10
Energy efficency certificates 14,015
Other management costs 14,666 763

The item “Other operating costs” marks an incred#gdeuro 13,903 thousand compared to the previoas yainly due

to the costs for the purchase of the energy eff@jecertificates for subsidiary AP Reti Gas S.p.A.

29. Other management costs

Other operating incomes for the relevant periodsaaalysed in the following table:

(Thousands of Euro) FY 2016 FY 2015
Other income 56 37
Other income 56 37
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At the end of the year under consideration, tha itenounts to Euro 56 thousand, marking a surgeuad E9 thousand

compared to the previous year.

30. Amortizations and depreciations

Amortizations and depreciations for the relevamtqus are analysed in the following table:

(Thousands of Euro) FY 2016 FY 2015
Intangible fixed assets 113 69
Tangible fixed assets 1,665 1,661
Amortization and depreciation 1,779 1,730

The depreciations recognized at the end of the garunted to Euro 1,779 thousand, an increasetheeprevious
year of Euro 29 thousand

31. Net financial income and expenses

Financial income and expenses in the years corgldee analysed in the following table:

(Thousands of Euro) FY 2016 FY 2015
Interest income on bank and post office accounts 10 291
Other interest income 89 507
Distribution of dividends from controlled companies 1 0
Financial income 100 798
Interest expense on banks 90 516
Interest expense on loans 511 621
Other financial expenses 232 156
Financial charges 833 1,293
Net financial income and expenses 733 495

The item “Financial income and costs” is negatiwel @amounts to Euro 733 thousand. This variatioduis to the
combined effect of lack of arbitrage operationsntérest rates in 2016, which had been carriediro@015, and the
reduction of interest rates of banks to the linesredit, as well as an improvement of the finahsituation, which

decreased the necessity to use said lines of credit

32. Taxation for the period
The table below shows the breakdown of income teowr the periods considered, distinguishing therecu

component from the deferred and advance ones:
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(Thousands of Euro) FY 2016 FY 2015
IRES current taxes 3,354 2,808
IRAP current taxes 656 481
(Advance)/Deferred taxes 541 763
Taxes for the period 4,550 2,526

Taxes for FY 2016 increase from Euro 2,526 thous#miD15 to Euro 4,550 thousand of the year undaménation,
marking a surge of Euro 2,024.
It is noted that, following the transfer of assdtse tax amount for the year has been reclassfiiedcuro 4,221

thousand as net result from transferred assetsamoeint of taxes for the year under examinatidghesefore Euro 329

thousand.

(Thousands of Euro) FY 2016 FY 2015

Earnings before tax 22,366 16,916

Taxes for the period 4,550 2,526
Percentage of income before taxes 20.3% 14.9%

The actual tax rate increases by 5.4%, from 14.920®5 to 20.3% of 2016.

33. Net result from transferred assets
“Net result from transferred assets” is the resifacmtion of items in the P&L Account for assetgldiabilities that will
be dismissed by Ascopiave S.p.A., pursuant to BRRSL As of 31 December 2016, they are the “Gagiligion”

company branch, which was transferred to AP Reti &@.a. as explained in detail here.

AP Reti Gas, a company of the Ascopiave Groupangehof managing natural gas distribution and metgrservices,
started operations on 1 July 2016

On 1 July 2016 Ascopiave S.p.A. transferred thenahias distribution branch of the company to AdtifGas S.p.A.
This operation ensures compliance with the prowisicontained in AEEGSI resolution 296/15/R/com i@t 17)
which envisages unbundling for the distribution #mel sales companies in the natural gas and ei¢gsector.

In order to enable a comparable financial reprediemt of the situation as of 31 December 2016 il financial
representation of the previous year, it was necggeaeport the latter net of all effects of stiansfer, i.e. as if it had

been applied as of 31 December 2015.

In the column “Transfer” we state the accountingpant that is being transferred to AP Reti Gas S.nAhe column
“Restated” we report the amounts in the incomeestant as of 31 December 2015 net of the effedh@transfer. In
the following table, we also include one item irsets and one in liabilities that include all vddas in the income

statement, allowing consistency with partial movatae

The following table highlights the composition @&s'sets destined to transfer or divestment” andbilitees destined
to transfer or divestment” as of 31 December 2@lBsuant to IFRS, due to the transfer of the comaanch to AP
Reti Gas S.p.A.:
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(Thousands of Euro) 31.12.2016  31.12.2015 Transferal 3;:::?:::
ASSETS
Non-current assets
Goodwill (1) 20,433 20,433
Other intangible assets @) 248 267,495 267,433 62
Tangible assets 3) 29,297 33,891 3,303 30,588
Shareholdings “) 481,778 183,037 0 183,037
Other non-current assets (5) 4,462 4,534 477 4,058
Advance tax receivables (6) 1,858 8,298 6,044 2,254
Non-current assets 517,643 517,689 297,690 219,999
Current assets
Inventories (@) 0 1,731 1,701 30
Trade receivables ) 7,412 28,439 21,091 7,348
Other current assets ) 9,067 35,209 33,220 1,990
Current financial assets (10) 2,534 20,973 0 20,973
Tax receivables 11) 757 376 0 376
Cash and cash equivalents (12) 4511 9,390 1 9,389
Current assets 24,281 96,119 56,013 40,105
Assets held for sale 353,703 353,703
ASSETS 541,924 613,808 0 613,808
Net equity and liabilities
Total Net equity
Shate capital 234,412 234412 0 234,412
Own shares (17,521) (17,521) 0 (17,521)
Reserves 143,656 142,516 0 142,516
Result of the period 33,700 33,547 0 33,547
Net equity of the Group (13) 394,246 392,954 0 392,954
Non-current liabilities
Provisions for risks and charges 14 643 550 0 550
Severance indemnity (15) 253 1,172 916 255
Medium- and long-term bank loans (16) 34,541 43,829 0 43,829
Other non-current liabilities 17 44 5,534 5,496 37
Non - current financial liabilities (18) 0 422 422 0
Deferred tax payables (19) 22 12,232 12,206 26
Non-current liabilities 35,504 63,737 19,040 44,697
Current liabilities
Payables due to banks and financing institutions  (20) 64,287 97,622 0 97,622
Trade payables @ 1,779 15,516 9435 6,081
Other current liabilities (22) 2952 31,282 26,620 4,663
Current financial liabilities @3) 43,156 12,696 67 12,629
Current liabilities 112,174 157,117 36,122 120,995
Liabilities held for sale 55,163 55,163
Liabilities 147,678 220,854 0 220,854
Net equity and liabilities 541,924 613,808 0 613,808

Increase in the value of the shareholding 298,541

The total value of transferred assets and liagdijtin reference with the values as of 31 Decer@0&b, amounts to
Euro 298,541 thousand and they correspond to tirease in value of the share interest of AP Reti &p.A. on 1
July 2016.

The following table highlights the net result oéthssets under transfer and of the dismissed dsséie years ended
31 December 2015 and 31 December 2016.
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(Thousands of Euro) Financial year 2015 Financial year 2016*
Revenues 66,780 35,370
Total operating costs 31,083 17,430
Purchase costs for raw material 1,514 903
Costs for services 12,952 5,776
Costs for personnel 5,307 2,582
Other management costs 11,731 8,288
Other income 421 119
Amortization and depreciation 13,736 6,935
Operating result 21,961 11,005
Earnings before tax 21,961 11,005
Taxes for the period 8,096 4,221
Net income from discontinued operations / held for sale 14,105 6,784

* Instalment for year 2016 refers to the first setae2016, as the transfer was effective on 1 2016.

The following table highlights the values statecdb&80 June 2016 that have been transferred by@ace S.p.A. to

AP Reti Gas S.p.A. and of which difference in tfanfias been offset by a monetary balance.
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(Buro) 30.06.2016
ASSETS
Non-current assets

Goodwill (1) 20,433,126

Other intangible assets (2 267,003,366

Tangible assets 3 1,430,520

Shareholdings &)

Other non-current assets 5) 466,964

Advance tax receivables (6) 5,793,202
Non-current assets 295,127,177
Current assets

Inventories @ 3,819,049

Trade receivables ®) 6,394,655

Other current assets 9) 41,028,220

Current financial assets (10)

Tax receivables (11)

Cash and cash equivalents (12) 7,625
Current assets 51,249,549
Assets held for sale 346,376,726
Non-current liabilities

Provisions for risks and charges 14) 268,630

Severance indemnity (15) 862,908

Medium- and long-term bank loans 16)

Other non-current liabilities 17 5,479,702

Non - current financial liabilitdes 18)

Deferred tax payables (19) 10,872,168
Non-current liabilities 17,483,408
Current liabilities

Payables due to banks and financing institutions  (20)

Trade payables 21) 16,674,082

Other current liabilities (22) 26,900,724

Current financial liabilides (23)

Current liabilities 43,574,806
Liabilities held for sale 61,058,214
Liabilities 147,678
Net equity and liabilities 541,924

OTHER EXPLANATORY NOTES
Non-recurring components

In accordance with CONSOB communication no. 1550@%2 we report that there have been no non-requrrin

economic components reported in the annual finhstaéements as of 31 December 2016

Information on related parties

The Company is controlled by Asco Holding S.p.Ahieh holds 61.562% of the shares.
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All operations with the companies of the Group paet of the ordinary management of the enterpmgkaae regulated
at market conditions. In 2016, there were no otp®rations carried out with companies, entitieadministrators of

the Company, of the parent companies and of theated companies.

31.12.2016

Trade Other Costs Revenues
Companies " Trade payable Other
receivables receivables Goods Services Other Goods Services Other
Parent comany
Asco Holding S.p.A. 36 4,678 1,514 0 61
Total Parent comany 36 4,678 0 0 0 0 1,514 0 61 0
Controlled and Jointly controlled companies
Ascotrade S.p.A. 1,832 189 49 16,704 611 0 68 0 28,264 191
AP Reti Gas S.p.A. 95 0 3 0 0 0 0 0 0
Blue Meta S.p.A. 422 64 10 8,266 0 14 28 0 869 8
Edigas Esercizio Distribuzione Gas S.p.A. 193 280 9 0 0 38 2 0 377 4
Etra Energia S.r.l. 80 0 1 854 0 3 0 218 1
Pasubio Senizi Sr.l. 248 0 6 6,834 0 0 33 0 497 7
AP Reti Gas Rovigo S.r.l. 129 0 21 687 0 95 3 0 262 1
Unigas Distribuzione Gas S.r.l. 27 0 5 0 0 38 0 0 55 0
Veritas Energia S.p.A. 672 2,303 66 0 218 66 5 0 697 322
Estenergy S.p.A. 0 0 0 568 793 0 0 0
Amgas BluSrl. 208 19 1 13 0 9 0 388 5
ASM SetSur.l. 120 21 3 3,412 6 9 0 265 3
Unigas Distribuzione S.r.l. 27 0 5 0 0 38 0 0 55 0
Total Controlled and Jointly controlled companies 4,053 2,877 178 36,770 835 857 953 0 31,945 542
Affiliated company
AscoTLC S.p.A. 85 0 0 0 533 0 0 116 57
Seven Center S.r.l. 40 0 0 0 97 2 ] 37 0
Total affiliated company 85 0 0 0 0 533 0 0 116 57
Total 4,175 7,555 178 36,770 835 1,390 2,467 0 32,122 599

The relationships that Ascopiave SpA engages wilthragroup companies mainly deal with the followtgges:
v' purchase of natural gas and electricity by subsiddscotrade SpA;
v" purchase of call centre services from the subsidiscotrade SpA made at the market price by usig a
parameter the number of calls;

v" debit of some insurance costs by the Asco Holdipg;S

AN

purchase of some administrative services, callresntredit management;

v sales of counter services, personnel managemersgriice, real estate service management, optcaige,
staff services such as quality, privacy and safétyorkers

v' sales of accounting and management of regulatanptiance;

v sales of administration and finance services;

v" debit to Group companies of accounting servicesiafmation technology, and of any external exgsns
incurred;

v" Agreement for the regulation of treasury relatidesigned to offset cash surpluses and deficieaciemg the

group companies.

v' Agreement to the participation to the group coidstéd having Asco Holding SpA as parent company.

From 24 November 2010, the Board of Directors apgdoa procedure for operations with related parftes
“Procedure”). Said Procedure disciplines the opamatwith related parties by the Company, directlyby proxy of
subsidiary companies, as set forth by Art. 2391dbithe Italian Civil Code pursuant to the Natio@dmmission for
Publicly Traded Companies (CONSOB) Decision no.2ll7@ated 12 March 2010 and subsequent modifications
The Procedure was implemented on 1 January 2011oakdhe place of the previous regulation regaydire issue of
operation with related parties, approved by therBoaf Directors of the Company on 11 September 20Q0&1
following modifications).

For the contents of the Procedure, please refehéodocument, available online on the Company websi the
following URL: http://www.gruppoascopiave.it/wp-camt/uploads/2015/01/Procedura-per-le-operazionHuarti-
correlate-GruppoAscopiave-20101124.pdf.
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In order to implement correctly the Procedure, aogic map of all the so-called Related Partiedrasfted, to delimit
and apply to them the control provisions and thetexats of the document. Company Directors are redub declare,

when applicable, possible conflicts of interestha performance of the aforementioned operations.
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Capital Report Models pursuant to CONSOB decision dted 15519/2006

Hereby we present the Capital Report Models higiligy the effects of the relations with relatedtiggt, pursuant to
CONSOB decision dated 27 July 2006 no. 15519

Financial-equity overview

FY OF which related pattics FY OFf which related pattics
(Thousands of Euro) 2016 A B c D Total % 2015 A B c D Torl %
ASSETS
Non-current assets
Goodwill )
Other intangible asscts @ 24| 371
Tangible assets 3) 29,297 30,883
Sharcholdings ) 481,778 417,644 63,824 481,468 99.9% 183,037 118,903 63,824 182,727 99.8%
Other non-current assets 5) 4,462 4,058
Non current financial assets (6)
Advance tax receivables 7) 1,858 2,254
Non-current assets 517,643 417,644 63,824 481,468 93.0% 220,604 118,903 63,824 182,727 _ 82.8%
Current assets
Inventories ®) 31
‘Trade reccivables © 7,412 36 5,700 160 5896 79.6% 7,348 65 159 354 577 7.9%
Other current assets (10) 9,067 4,678 21 4699 51.8%) 1,990
Current financial assets (1) 2,534 261 2,273 2,534 100.0%) 20,973 7,700 10,149 17,849 85.1%
“Tax reccivables (12) 757 376
Cash and cash cquivalents (13) 4,511 9,390
Current assets 24,281 4,714 5,961 2,454 13,129 541% 40,108 65 7,859 10,503 18,426
ASSETS 541924 4714 423,605 66278 494,597 91.3%) 613,808 65 126763 74,326 201,154
Net equity and liabilities
Total Net equity
Share capital 234,412 234,412
Own shares (17,521) (17,521)
Reserves 177,356 176,063
Total Net equity (14) 394,246 392,954
Non-current liabilities
Provisions for risks and charges (15) 643) 550
Severance indemnity (16) 253 255
Medium- and long-term bank loans an 34,541 43,829
Other non-current liabilities (18) 44 37
Non-current financial liabilities (19) 0
Deferred tax payables (20) 22 26
Non-current liabilitics 35,504 44,697
Current liabilities
Payables duc to banks and financing institutions (1) 64,287 97,622
Trade payables (22) 1,779 1,586 7 1,593 89.5% 6,081 13 13 02%
Other current liabilities (24) 2,952 4,463
Current financial liabilitics (25) 43,156 39,744 3,412 43,156 100.0% 12,629 9,791 249 9,542 75.6%
Current liabilities 112,174 41,330 3,420 44,750 39.9% 120,995 9,804 249 9,555 7.9%
Liabilities 147,678, 41,330 3,420 44,750 30.3% 220,854 9,804 249 9,555 4.3%
Net equity and liabilities 541,924 41,330 3,420 44,750 8.3% 613,808 9,804 249 9,555 1.6%

Chart legend entry for related parties

A Parent Companies

B Associated Companies

C Affiliated companies and joint control companies
D Other associated parties
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Total Profit and Loss statement

FY OF which related parties FY OF which related parties
(Thousands of Euro) Note 2016 A B C Total 2015 A B C Total
Revenues (26) 56,372 61 48,461 48,522 86.1%| 32,828 68 52,660 52,728 160.6%
Total operating costs 31,495 1,729 1,361 3,091 9.8%| 13,447 2,507 1,245 3,752 27.9%
Purchase costs for raw material (gas) @ 507 507
Purchase costs for other raw materials (28) 22 328 328 1483.8%| 5 476 476 9530.8%
Costs for services (29) 9,216 893 568 1,461 6,753 1,946 563 2,510
Costs for personnel (30) 7,647 793 793 5,963 682 682
Other management costs. 31) 14,666 2 2 763 85 85
Other income (32) 56 37| 1 1
Amortization and depreciation (33) 1,779 1,730)
Operating result 23,098 61 46,732 (1,361) 45,431 17,651 68 50,154 1,245 48,976 277.5%
ancial income (34) 100] 85 85 798 375 375 47.
Financial charges (34) 833 169 169 1,293] 102 102 7
Evaluation of subsidiary companies with the net equity method
(34
Earnings before tax 22,366 61 46,648 (1,361) 45,348 202.8%| 17,156 68 50,427 1,245 49,250 287.1%
“Taxes for the period (35) 4,550] 1,514 1,514 -33.3%) 2,526 6,183 6,183 -244.8%
Result for the period 26,916 2,772) 46,648 (1,361) 42,515 158.0%| 19,682] 6,115 50,427 1,245 43,066 218.8%
Net result for the period 33,700 2,772) 46,648 (1,361) 42,515 126.2%| 33,787 6,115 50,427 1,245 43,066 127.5%
Group's Net Result 33,700 33,547
“Third parties Net Result
Statement of comprehensive income
1.Components that can be reclassified to the income statement
Fair value of d s, change in the period net of tax ©8) (194
2.Components tha fied to the income statement
Actuarial (losscs) /gains from remeasurement of definde-benefit
obligation net of tax (14) a4 190]
Total income 33,700 (2,785) 46,648 (1,361) 42,502 126.1%)| 6,115 50,427 1,245 43,066 127.5%
Group's Net Result 33717 (2,785) 46,648 (1,361) 42,502 126.1%] (6,098) 50,445 (1,228) 43,084
Third partics Net Result (18) (18) 18) (18) a8)
Chart legend entry for related parties
A Parent Companies
B Associated Companies
C Affiliated companies and joint control companies
D Other associated parties
Net financial indebtedness
Of which related parties Of which related parties
(Thousands of Euro) 31.12.2016 B c D “Total % 31.12.2015 A B c D Total
A Cashand cash equivalents on hand 5 10
B Bank and post office deposits 4,506 9,380
C Negotiable shares
D Liquid assets (A) + (B) + (C) 4,511 9,390
E Current financial assets 2,534 2,534 2,534 100.0% 20,973 17,849 17,849 85.1%
F Payables due to banks (55,000) (87,995)
G Current portion of medium-long-term loans (9,287) (9,268)
H_Current financial liabilities (43,156) (39,744) (3.412) (43,156) 100.0% (12,696) (9.542) (249) 9.791) 77.1%
| _Current financial indebtedness (F) + (G) + (H) (107 ,443) (3412) (3412) 3.2% (110,318) (249) (249) 0.2%
J_Net current financial indebtedness (1) - (E) - (D) (100,398) (3,412) (3412) 3.4% (79,955) (249) (249) 0.3%
K Medium- and long-term bank loans (34,541) (43,829)
L Non current financial assets
M Non-current financial liabilities (422)
N_Non-current financial indebtedness (K) + (L) + (M) (34,541) (44,250)
O Netfinancial indebtedness (J) + (N) (134,940) (3,412) (3412)  25% (124,205) (249) (249)  02%
Chart legend entry for related parties
A Parent Companies
B Associated Companies
C Affiliated companies and joint control companies

D Other associated parties
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Financial Report

(Thousands of Euro) FY Of which related parties FY Of which related parties
2016 A B C D ‘Totale % 2015 A B C D ‘Totale %

Net income of the year 33,700 33,547
Cash flows generated (used) by operating activities,
Adjustments to reconcile net income to net cash 271 15,173
Amortization 1,779 0 0% 15,614 0 0%
Variations in severance indemnity ) 0 0% @) 0 0%

riation of other funds 576 0 0% 306 0 0%

/ (gains) on disposal of fixed assets 0 0 0% 429 0 0%
Interests paid (848) 0 0% (1,338) 0 0%
Taxes paid (6,610) 0 0% (6,699) 0 0%
Interest expense for the year 833 0 0% 1,293 0 0%
Taxes for the year 4,550 0 0% 5,570 0 0%
Variations in assets and liabilities 9,177 715 0 0%
Inventories 31 0 0% 249 0 0%
Accounts payable (64) 28 (5,541) 194 (5,319)  8346% (5,258) (55  (90)  (117)  (262)  (262) 5%
Other current assets (4,681) (4,678) 0 @1y (4,699)  100% (4,930) 813 0 0 813 813 -16%
Trade payables (4,313) 0 1,573 7 1,580 37% (3,919) 0 (516) (17)  (533)  (533) 14%
Other current liabilities (2,153) 0 0 0 0 0% 12,868 (1,005) 0 0 (1,005) (1,005) 8%
Other non-current assets (404) 0 0 0 0 0% (55) 0 0 0 0 0 0%
Other non-current liabilities 7 0 0 0 0 0% 1,759 0 0 0 0 0 0%
Cash flows generated from Assets and Liabilities held for sale 20,755
Total adjustments and variations 9,448 (4,649) (3,968) 180 0 (8,437) -89% 15,888 (247)  (607)  (134)  (987)  (987) -6%
Cash flows generated (used) by operating activities 43,148 (4,649) (3,968) 180 0 (8,437) -20% 49,435 (247)  (607)  (134)  (987)  (987) -2%
Cash flows generated (used) by investments
Investments in intangible assets 0 0 0% (18,424) 0 0%
Realisable value of intangible assets 10,032 0 0% 0 0 0%
Investments in tangible (81) 0 0% (700) 0 0%
Re: ble value of tangibl: 2 0 0% 0 0 0%
Disposals / (Acquisition) of investments and advances (200) 0 0% 0 0 0%
Other net equity operations 0 0 0% 74 0 0%
Cash flows generated/ (used) by investments (21,024) 0 0 0 0 0 0% (19,051) 0 0 0 0 0%
Cash flows generated (used) by financial activities
Net changes in short-term bank borrowings (42,622) 0 0% (96,737) 0 0%
Net variation in current financial assets and liabilities 48,967 0 37,392 7,876 45,268 92% 37,098 0 (7,700) (10,398) (18,098) -49%
Purchase of own shares 0 0 138 0 0%
Dividends distributed to shareholders (33,347 0 0% (33,332) 0 0%
Cash flows generated (used) by financial activities (27,002) 0 37,392 7,876 0 45268  -168% (92,833) 0 (7,700) (10,398) 0 (18,098) 19%
Variations in cash (4,879) 0 0% (62,449) 0 0%
Cash and cash equivalents at the beginning of the year 9,390 0 0% 71,838 0 0%
Cash and cash equivalents at the end of the year (4,511) 0 0% 9,390) 0 0%

Chart legend entry for related parties

A Parent Companies

B Associated Companies

C Affiliated companies and joint control companies
D Other associated parties

Values herein reported pertain the tables reganditaded parties
Group A —Parent company:
- Asco Holding S.p.A.
Group B - Subsidiaries and companies controllegdrgnt company
- Amgas Blu S.r.l.
- AP Reti Gas S.p.A.
- AP Reti Gas Rovigo S.r.l.
- Asco TLC S.p.A.
- Ascotrade S.p.A.
- Blue Meta S.p.A.
- Edigas Esercizio Distribuzione Gas S.p.A.
- Etra Energia S.r.l.
- Pasubio Servizi S.r.l.
- Veritas Energia S.p.A.
- Seven Center S.r.l.
- Group C — Associated companies and joint controlganies:

- Sinergie Italiane S.r.I. under liquidation
- Estenergy S.p.A.

- Unigas Distribuzione S.r.l.
-  ASM SetSur.l.

Group C — other associated parties:
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- Board of Directors
- Statutory Auditors

- Strategic Company Managers

Report of categories of financial assets and lialiies
The Report of categories of financial assets aafilities and their related fair value (IFRS 13)34December 2016

and 31December 2014 is detailed as follows:

31.12.2016
(Thousands of Euro) A B C D E F Total  Fair value
Other non-current assets 4,462 4,462 4,462
Trade receivables and Other current assets 15,801 15,801 15,801
Current financial assets 2,534 2,534 2,534
Cash and cash equivalents 4,511 4,511 4,511
Medium- and long-term bank loans 34,541 34,541 34,541
Other non-current liabilities 7 7 7
Payables due to banks and financing institutions 64,287 64,287 64,287
Trade payables and Other current liabilities 4,640 4,640 4,640
Current financial liabilities 43,156 43,156 43,156
31.12.2015
(Thousands of Euro) A B C D E F Total  Fair value
Other non-current assets 4,534 4,534 4,534
Trade receivables and Other current assets 57,560 57,560 57,560
Current financial assets 20,973 20,973 20,973
Cash and cash equivalents 9,390 9,390 9,390
Medium- and long-term bank loans 43,829 43,829 43,829
Other non-current liabilities 306 306 306
Non-current financial liabilities 422 422 422
Payables due to banks and financing institutions 97,622 97,622 97,622
Trade payables and Other current liabilities 43,233 43,233 43,233
Current financial liabilities 12,696 12,696 12,696

Legend
A. Fair value asset and liability directly enteredhia P&L account
B. Fair value asset and liability directly entered BQY (including derivatives)
C. Investments possessed to their expiry date
D. Assets issued loans and receivables (includingdityy
E. Assets available for sale
F. Financial liabilities entered at amortized cost

Earnings per share

As required by the IAS 33 accounting standard felewing information is provided about the calctiden of basic and
diluted earnings per share.

The earnings per share are calculated by dividiegret income for the period by the number of shamet of own
shares.

In order to calculate the base value of each sliaie,specified that the numerator value has besoulated as the

economic result of the year, minus the percentagetal third parties.
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There are no preference dividends, conversionsrefeped shares or similar effects that would adjhe results
attributable to the holders of ordinary shares.

There are no shares or warrants that could infleighe calculation of the diluted earnings per sh@iherefore, the
calculation of earnings per share shows the satnewsas the diluted earnings per share.

The result and the number of ordinary shares usexltulate base earning per share are reportesvpplrsuant to

accounting principles stated in IAS 33.

Amount at Amount at
(Thousands of Euro) 31 dicembre 2016 31 dicembre 2015
Net profit attributable to parent company shareholders 33,700 33,547
Weighted average number of ordinary shares including own shares, for 234,411,575 234,411,575
the purpose of earnings per share
Weighted average number of own shares 12,100,873 12,148,044
Weighted average number of ordinary shares, excluding own 222,310,702 222,263,532
shares, for the purposes of net income per share
Earnings per share (in Euro) 0.1516 0.1509

Fees of the Auditing Company

Pursuant to Article 149-duodecies of the Issue€gurations, this item includes the fees received(h6 for auditing
services and for services other than auditing piexviby the Auditing Company. No services were ptediby entity

belonging to its network.

Type of services Entity providing the service Recipie nt Fees
Audit PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 80
Attestation services PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 8
Audit and other services PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 22
Other services PricewaterhouseCoopers S.p.A. Ascopiave S.p.A. 8
Total 118

Commitments and risks

Bank guarantees
As of 31 December 2015, the Group provided the¥talg potential bank guarantees:
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(Thousands of Euro)

31" Decembre 2016 31° December 2015

On credit lines 33,065 40,733
On financial leasing agreements - 956
On electricity supply agreements 2,000 -
Guarantees on credit lines (letter of comfort) 231 1,653
On execution of works (letter of comfort) 903 943
Agreements on incentives art. 4 of Law no. 92/2012 43 119
On UTF offices and regions for taxes on gas (letter of comfort) 4,157 2,715
On UTF offices and regions for taxes on electricity (letter of comfort) 119 104
On distribution concession (letter of comfort) 2,134 2,789
On agreements for transport of gas (letter of comfort) 6,132 3,427
On agreements for transport of electricity (letter of comfort) 14,755 11,790
On purchase of gas agreements (letter of comfort) 22 0
On purchase of electricity agreements (letter of comfort) - 2,000
Total 63,560 67,229

The letters of comfort on lines of credit and gaschase contracts issued in favour of the subsidsamergie Italiane
S.r.l. in liquidation amount as of 31 December 261.&uro 26,665 thousand (Euro 34,333 thousan@15R

Risk coverage policies

Information pertaining agreements not stated in thencome statement

Pursuant to Art. 2427, first paragraph, item 22egthe Italian Civil Code, introduced with Legidlee Decree 173
dated 23 November 2008, it is noted that the comyples not subscribe to agreements not includatierincome

statement.

Management of Capital: objectives and criteria

The main financial liabilities of Ascopiave S.p.&kclude bank loans, financial leasing, lease catdravith the
finance the company's operating activities. Ascapi@.p.A. holds several financial assets suchaaetreceivables and
short-term deposits and reserves that derive dirérctm the company's operating activity. Tradeeigables, as well as

financial receivables, are mainly due to the cdigdocompany Ascotrade S.p.A...

The main risks generated by the financial instruer Ascopiave S.p.A. are the interest rate ris@ the liquidity

risk. The Board of Directors re-examines and idexgtithe policies for risk management, describe@ihafter.

Interest rate risk

The exposure of Ascopiave S.p.A. to the risk ofiiest rate fluctuation is mainly connected to thgable interest rate
loans and financings subscribed with credit intts, being the Company responsible for managieyfinancial

requirements of the controlled companies.

Ascopiave S.p.A. policy, depending on the seastynafithe natural gas business cycle, aims to maitlag need for
cash by means of temporary loans at variable thegsgiven their constant change, do not makessible to suitably
cover the interest rate risk, besides presentindiunelong term funding, always with variable ratgth repayment
between 2017 and 2026, with a total outstanding déEuro 43,828 thousand (2015 Euro 53,456 thadisas of 31

December 2016.

Medium and long term loans are mainly related ®ltfan issued in 2011 by Unicredit S.p.A., withidaal balance as
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of 31December 2016 Euro 8,571 thousand, which has heégacted to securitization by the issuing bankwall as
the loan issued in August 2013 by the Europeanstmvent Bank, with residual balance of Euro 34,%@usand. Both
loans are subjected to convents that have beeaatesh

Please refer to Paragraph 16 “Medium and Long Tlevams” for additional details.

Sensitivity analysis of the interest rate risk

The following table shows the sensitivity of thermany's earnings before tax, based on possiblatiars in interest

rates, keeping all the other variables constant.

January __February __ March April May June July August__September _October _November December

Net Financial Position 2016 (120,463) (114,871) (108,145) (96,887) (109,760) (105,056) (164,404) (121,848) (124,762) (130,631) (134,975) (134,940)
Positive average rate 0.99% 1.04% 0.59% 0.07% 0.07% 0.01% 0.03% 0.07% 0.10% 0.05% 0.08% 0.36%

Negative average rate 0.56% 0.58% 0.54% 0.54% 0.50% 0.50% 0.49% 0.47% 0.43% 0.37% 0.34% 0.32%

Positive average rate increased of 200 basis point 2.99% 3.04% 2.59% 2.07% 2.07% 2.01% 2.03% 2.07% 2.10% 2.05% 2.08% 2.36%

Negative average rate increased of 200 basis point 2.56% 2.58% 2.54% 2.54% 2.50% 2.50% 2.49% 2.47% 2.43% 2.37% 2.34% 2.32%

Positive average rate decreased of 50 basis point 0.49% 0.54% 0.09% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Negative average rate decreased of 50 basis point 0.06% 0.08% 0.04% 0.04% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Net Financial Position recalculated with increas@@0 basis point (120,668) (115,047) (108,329) (97,046) (109,946) (105,229) (164,683) (122,055) (124,967) (130,853) (135,197) (135,169)

Net Financial Position recalculated with decreasg®basis point (120,412) (114,827) (108,099) (96,847) (109,713) (105,013) (164,334) (121,796) (124,711) (130,575) (134,920) (134,882) Total
Effect to income before taxes with increase of p@6is point (205) (176) (184) (159) (186) (173) (279) (207) (205) (222) (222) (229) (2,447)
Effect to income before taxes with decrease of &lstpoint 51 44 46 40 47 43 70 52 51 55 55 57 612

The analysis of sensitivity is performed by simigta variation of interest rates applied to thmedi of credit of the
Company, equal to 50 basis points lower (with aimimm of zero basis points) and 200 basis pointhdrig
maintaining all other variables. This leads to $haulation of an income before taxation betweenrtmge of minus
Euro 2,447 thousand (2015: Euro 2,307 thousandplrsdEuro 612 thousand (2015: Euro 577 thousand).

Receivable risk policy

Credit risk represents the company's exposure tengial losses arising from the counterparts' failto meet their
obligations. The failure or delay in the paymentexfs owed may have a negative impact on the edoraond financial

stability of the Company.

Considered the type of business of Ascopiave S.gaid risk is of little concern to the company.

Liquidity risk

Ascopiave S.p.A. constantly pursues the aim of taaimg the stability and flexibility between fineing sources and
uses, in its capacity as treasury manager for toes

The two main factors influencing the liquidity ofséopiave S.p.A. are, on the one hand, the resogemsrated or
absorbed by the operating or investment assetheoother hand, and the expiry and debt renewahcheristics.

Under note 16, financial payables are detailed raicg to their date of expiry, as of 31 Decembet®0

Liquidity requirements are constantly monitoredthg Treasury Department of Ascopiave S.p.A., ireoitd ensure
that financial resources are easily identifiable &ollectible, or that appropriate investments made in relation to

cash or cash equivalents.

The Administrators believe that the reserves aerditilines currently available, as well as thos# thill be generated
by the operating and financial activities, will@ll meeting the requirements connected to investsnemnagement of

circulating capital and to the reimbursement oftdgion date of expiry.
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Management of Capital

The main purpose of capital management in Ascopigte ensure a steady credit rating and adeqeatds| of capital

indicators. Ascopiave S.p.A. may adjust dividendglfgo shareholders, reimburse capital or issue steres.

Ascopiave verifies its capital through the debt#pital ratio, which is the ratio between equityl dne grand total of
share capital and equity. Ascopiave includes iegsity ongoing financing, trade payables and offasfables, net of

cash and similar means.

(Thousands of Euro) 31.12.2016 31.12.2015

Medium and long-term loans 34,541 44,250
Loans from banks net of equivalents on hand 59,776 88,233
Financial gross debit 94,317 132,483
Share capital 234,412 234,412
Resetves 126,135 124,995
Profit / (loss) for the period 33,700 33,547
Total Net equity 394,246 392,954
Total capital and gross debit 488,564 525,436
Debit/ Net assets ratio 0.24 0.34

Coverage policies for risks deriving from fluctuatons of interest rates

The Company is exposed to risks deriving from flations of interest rates mainly in relation wittog-term payables
to banks.

Relevant events following the end of FY 2016

On 15 February 2017, the Internal Revenue Senfideaviso started auditing activities for Ascopiavg.A. as part of
its medium-sized taxpayer periodic inspections. abivities will analyse the 2014 year for diregkdtion and VAT.
As of today, said inspections are still ongoingeTdffects of this verifications will be valued upiis completion,
according to the official results.

Relevant events following the Statement approval

No relevant events occurred following the Statenagmiroval

Litigations
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CATEGORY | — ADMINISTRATIVE LITIGATIONS

As of 31 December 2016, as far as concessionoammed, no administrative litigations are pending

CATEGORY Il — LITIGATIONS ON THE VALUE OF PLANTS CIVIL LAW

As of 31 December 2016, the following are pending:

MUNICIPALITY OF COSTABISSARA:

An arbitration is pending before the Court of AplpeaVenice for the establishment of the industriesidual value of
the distribution plants (delivered in to the newergior during FY 2011). The Municipality, by a desatified on 12
December 2015, appealed the Award dated 25-26 N4§.2At the hearing held on 19 May 2016, the Ceafteduled
the pre-trial hearing for 7 March 2019. The Arltima Commission ordered the Municipality to pay then of Euro
3,473 thousand, in addition to the interests atdhte of filing the Award. In the same Measure thsts of the
procedure were quantified in Euro 210 thousands(MAT, Lawyers’ social security fund and overheadgjp-thirds
of which under the scope of the Municipality andechird under the scope of Ascopiave S.p.A. The waas

declared enforceable by the Court of Vicenza ouly 2015.

CATEGORY Il — LITIGATIONS ON THE VALUE OF PLANTS -ARBITRATIONS

As of 31 December 2016, the following are pending:

MUNICIPALITY OF CREAZZO:

An Arbitration is pending before the Civil Court \gfcenza between Ascopiave and the MunicipalitCodazzo for the
establishment of the industrial residual value h#f tistribution plants (delivered in 2005 to thevneperator). The
Appeal Court of Venice, with Sentence no. 2178Hdgepted the appeal of the Municipality, confirmthg validity
and applicability of the arbitration clause settian the convention and thus overruling the fitegree sentence dated
25 August 2014, with which the Judge had condentinedunicipality to the payment of Euro 1,678 theu.

With a conservative approach aimed at avoidingettpry subsequent to Judgement 2178, on 11 DeceP@dér,
Ascopiave S.p.A. gave a Notification of Litigatitmstart the Arbitration procedure.

The Parties are currently negotiating a settlermanAugust of this year the parties gathered togreth find a possible
settlement to the litigation.

Following a meeting at the start of August (witle thssistance of Experts and Lawyers) a meetinghetswith the

company directors and the Major of the town. A meandum agreement was drafted that is currentlygoparfected.

MUNICIPALITY OF CREAZZO:

An arbitration is pending between Ascopiave S.a#d the Municipality of Creazzo for the establishingf the
industrial residual value of the distribution plsuidelivered in 2005 to the new operator) followihg result of the
previous Judgement, with respect to which the Coluftppeal of Venice, with Judgement no. 2178/14s hccepted
the appeal of the Municipality, ratifying the vatidof the arbitral clause set forth in the orididgreement, thereby
cancelling the Judgement of the Court of Firstdnst dated 25 August 2014, by which the Single dségtenced
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the Municipality to pay an amount of Euro 1,678uband.

With a conservative approach aimed at avoidingett@ry subsequent to Judgement 2178, on 11 DeceP@déy,
Ascopiave S.p.A. gave a Notification of Litigatitmstart the Arbitration procedure.

The Parties are currently negotiating a settlem&meeting is scheduled for the first week of Aug@16, in order to

assess if an agreement can be concretely reached.

MUNICIPALITY OF SANTORSO:

An arbitration is pending between Ascopiave S.mAd the Municipality of Santorso for the establigiminof the

residual industrial value of the distribution plarftielivered in 2007 to the new operator). Thet sihthe procedure
was necessary because of the Judgment dated 4fept2013 by which the Judge declared that the tGdwficenza

has no jurisdiction for the validity of the arbitrdause set forth in the original Agreement. Ngtithe failure of
attempts to amicable settlement, on 12 November32@kcopiave S.p.A. served the litigation noticethwthe

appointment of the party Arbitrator. The Municipgliby resolution dated 26 November 2013, appoiiteedrbitrator.

By decision of the President of the Court of Vicentated 31 January 2014 (taken upon request bypfese) the third
Arbitrator and the Chairman of the Panel were apedi. The Municipality has contested this procedalso set forth
in the concession agreement) supporting the apligaof the new law dated 2012 which, amending tAublic

Contracts Code, introduced a peculiar regulatioth wéspect to the arbitration proceedings with Bublic Bodies
which envisages, among other things, the appointrothe third Arbitrator by the Court of Arbitrath of AVCP

(Authority for the Supervision of Public Contraébs works, services and supplies).

With a partial award dated 10 January 2015, theRamfirmed the legitimacy of its constitution atherefore the full
legitimacy to proceed.

With order dated 27 February 2015, the Panel s@tastigation by a court-appointed expert to detee the value of
the plants. The court-appointed expert withessshasitted his report within the deadline (30th Nober 2015). The
report has been strongly contested in detail byddfendant’s expert and Ascopiave attorney.

At the hearing held on 21 December 2015, the Rganad the Parties a time limit for filing a deferfte~ebruary 2016)
to respond to the respective notes filed during hbaring, relating to the expert's reports prepdmgdthe court-
appointed expert witness. In view of the aforesdidllenges and the subsequent applications filethéyParties, the
Panel has allowed the latter to consult the coppanted expert witness on 10 March 2016. The Paasgltherefore
decided that the court appointed expert witnesB atidress the questions filed within 29 April 202&copiave S.p.A.
has filed its questions within the deadline. At trearing held on 27 June 2016, the Panel establigtes deadlines
within which the Parties can state their claims anfisequently any responses, within 21 Septemb&s 26d 11

October 2016 respectively.

Finally, in a subsequent hearing, the Panel reqdest know if the Court-appointed Expert had agptiee Ministerial

Decree 226/2011 provisions as amended by the MinastDecree 106/2015.

MUNICIPALITY OF SANTORSO: An arbitration is pendingetween Ascopiave S.p.A. and the Municipality of
Santorso for the establishment of the residualstréal value of the distribution plants (delivered2007 to the new
operator). The start of the procedure was necessarguse of the Judgement dated 4 September 200Bibly the
Judge declared that the Court of Vicenza has nsdjigtion for the validity of the arbitral clausetdorth in the original
Agreement. Noting the failure of attempts to amieadettlement, on 12 November 2013, Ascopiave S.gefved the
litigation notice with the appointment of the pa#sbitrator. The Municipality, by resolution dat@é November 2013,
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appointed its Arbitrator. By decision of the Presit of the Court of Vicenza dated 31 January 2Gakefi upon
request by Ascopiave) the third Arbitrator and tBkeairman of the Panel were appointed. The Muniitipdlas
contested this procedure (also set forth in theeession agreement) supporting the applicabilitthefnew law dated
2012 which, amending the Public Contracts Codepdhiced a peculiar regulation with respect to thatration
proceedings with the Public Bodies which envisagemng other things, the appointment of the thirdithator by the
Court of Arbitration of AVCP (Authority for the Sepvision of Public Contracts for works, services anpplies, now
ANAC). With a partial award dated 10 January 20ttt Panel confirmed the legitimacy of its consitintand
therefore the full legitimacy to proceed. With ardiated 27 February 2015, the Panel set an inwigtigby a court-
appointed expert to determine the value of thetplahhe court-appointed expert witness has subanitie report
within the deadline (30th November 2015). The répas been strongly contested in detail by therdizfet's expert
and Ascopiave attorney. At the hearing held on 2tdnber 2015, the Panel gave the Parties a tinieftinfiling a
defence (1 February 2016) to respond to the reispeabtes filed during the hearing, relating to thepert's reports
prepared by the Court appointed expert withesxidw of the aforesaid challenges and the subsecugpitcations
filed by the Parties, the Panel has allowed therddb consult the court-appointed expert withessl® March 2016.
The Panel has therefore decided that the courtiafgooexpert witness shall address the questided fithin 29 April
2016. Ascopiave S.p.A. has filed its questions iwitthe deadline. At the hearing held on 27 June62@ie Panel
established the deadlines within which the Parti&s state their claims and subsequently any respomgthin 21
September 2016 and 11 October 2016 respectively.

Finally, in a subsequent hearing, the Panel regdest know if the Court-appointed Expert had agptiee Ministerial
Decree 226/2011 provisions as amended by the MimstDecree 106/2015.

CATEGORY IV — PENDING ADMINISTRATIVE LITIGATIONS -NOT CONCERNING CONCESSIONS
As of 31 December 2016, the following are pending:

AEEGSI| — RESOLUTIONS ARG/GAS 241/2013 — 533/2013:

An appeal to the Regional Administrative Court aftium, which overrules Ministerial Decree datedeébfiary 2013
approving the agreement template for managingehégce subsequent to the following calls, limititegthe last part of
art. 21.3 where the manager “supplies the defamitice according to the methods defined by the éuityr” This is a

merely precautionary measure aiming at avoidingisieof lack of interest in the aforesaid maingadhent. Given the
merely instrumental nature and Sentence no 12.08,2@hich sustained AEEGSI appeal and thereforetoned

Regional Lombardy Sentence no. 3272 December ZByb2eedings will not be carried on.

With appeal to the Regional Administrative Court.oimbardy Milan (filed before the above-mentionedgement of
the Italian Council of State), Resolution 241/204&s contested as well. The main reasons are: daitbuenvisage a
compensation for the default service interventiomprogress; the provisions concerning delay pesglr failure to
implement power failure to be paid by the distrdrigven if the delay or the failure to implemenpeled on causes not
attributable to the distributor. Finally, in contiea with previous appeals, the “motivation” giventhe provision was
contested: according to the AEEGSI, this motivatoty derives from the need to obviate a sort n€6impetence” of
the distributors.

AEEGSI further intervened on the matter, with Resohs 533/2013 and 84/2014. On 21 January 2014ppeal was
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filed against Resolution 533/2013 before the Regfiohdministrative Court of Lombardy Milan. The reas are
similar to those that led to appeal Resolution 2@13.

In early-March 2015, it was disclosed that, witdgements no. 593 and 594/2015, the Regional Adtraiiee Court
rejected the appeals of 2i Rete Gas S.p.A. angasahgainst the same resolutions 241/2013 and GB3R/2

Our interest in the judgement has somewhat diméishecause the regulatory environment has beemyrdlfy
changed by the subsequent numerous legislativeure=aand there is therefore a need to evaluate pitigements

with respect to the proceeding brought by othermamies in the sector.

GUIDELINES — MINISTERIAL DECREE 22 MAY 2014

An appeal to the Regional Administrative Court aftium — Rome against the Minister of Economic Depeient for
the cancellation of Ministerial Decree dated 22 M2@14 concerning the introduction of Guidelines the
determination of the residual industrial value. g&st of the same proceedings, the issues of cotistial legitimacy
and/or preliminary ruling as concerns Law 9 and @i8014, in the section which has modified art, g&ragraph 5 of
Legislative Decree 164/2000 (retrospective deductib private contributions and time limit of agresms' validity)
were raised.

On 1 October 2015, Ascopiave filed an appeal ajiMinssterial Decree no. 106 dated 20 May 2015 al,wiith
“additional grounds” with respect to the main agpdde Ministerial Decree, in fact, at least as & art. 5 is
concerned, essentially introduces the regulaticdh@iGuidelines into Ministerial Decree 226/2011.

Subsequent to the outcome of the hearing datedp28 2016, the judgement was delivered.

With Judgement no. 10341 dated 17 October 201&Régtonal Administrative Court of Latium rejectéu tappeal
with additional grounds and barred the main apfreah further proceedings.

On 16 January 2017, the Company filed an appeahstighis sentence.

AEEGSI Resolutions ARG/gas 310/2014 and ARG/gag2014}

An appeal to the Regional Administrative Court antbardy — Milan against the AEEGSI, for the caratadh of the
Resolutions ARG/gas 310 and 414/2014 related tartbthods for assessing the RAB RIV delta, purst@mmtrt. 15,
paragraph 5 of Legislative Decree 164/2000 (curtext) when the difference is higher than 10%. atedthere are no

further procedural steps

AEEGSI Resolution ARG/gas 367/2014
An appeal to the Regional Administrative Court afnhbardy — Milan against the AEEGSI, for the caratadh of
Resolution ARG/gas 367/2014 related to the methodsecognizing the value of the RAB RIV delta imetsection
which envisages different regulations for incumbém reimbursement) and non-incumbent (full reinsieanent)
winners of the Territorial tender. With Judgemeant 2221/2015 filed on 19 October 2015, the Regidwahinistrative
Court, confirming the previous (already reportediighhent 1396/2015, rejected the appeal. Ascopiaveuirently
assessing if an Appeal is appropriate.
As far as the most impactful aspects are conceriredJudgement has recognised the legitimacy offlyenmetric
regulatory solution adopted by AEEGSI, accordingwfoich for each municipal installation, the locatrinvested
capital (RAB), recognised to the winner of theiterial tender, will be equal to:

e The reimbursement value of the above-mentionedallatibn, when the new operator differs from the

outgoing operator;
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e The amount currently recognised by virtue of theent municipal concession, if the new operatonciaies
with the outgoing operator.
The asymmetric regulatory solution shall only apflythe duration of the first territorial concemsi
On 18 January 2016 Ascopiave appealed to this Bemte
On 8 February 2016, the State Council scheduledptierial hearing for 31 March 2016. During theatieg, the
lawyers of the company requested that the triatihgde scheduled as soon as possible (the aifvegdre-trial hearing
was to quicken the proceeding as much as possikie)Council of State scheduled the hearing foN@dember 2016.

The Sentence is pending.

CONTESTATION OF PASUBIO GROUP S.P.A. CONTRACT DOCBMTS:

2i Rete Gas S.p.A. filed an appeal before the Regigdministrative Court of Veneto against the ToefrSchio and

Ascopiave S.p.A. (notified on 10 October 2016), dading annulment, subject to protective ordergheftemporary
award of the tender to Ascopiave S.p.A., or thé foaltenders and all subsequent acts, requestiagthe tender be
awarded to the appellant or, subordinately, belykghed.

The Administrative Court of Veneto (hearing datefll®&ember 2016) overruled the protective order birR&e Gas

S.p.A. The claimant then filed a claim to the Cauw¢ State. The C.0.S. overruled the request fairmle-judge

solution and opted for a full Council sentence. fikaring is scheduled for 3 February 2017.

CATEGORY V —CIVIL LITIGATIONS — NOT CONCERNING CONESSIONS
As of 31 December 2016, the following are pending:

ASCOPIAVE — UNIT B:

A civil judgment before the Court of Treviso (RG4392013) following the pre-trial technical investigpn, which
ended with the report of the Expert witness (apigaifby the Court), and started by Ascopiave S.pukit of summons
dated 22 August 2013) in order to obtain compeosatdr damages to the entrance floor of the "Unit &jainst:
Bandiera Architetti S.r.l. (Designers), Mr. Mari@Bazzon (Contract Manager) and Mr. R. PaccagheNari Speciali
S.r.l. (Contractor).

The compensation request refers to an assessmetnofige between approximately Euro 127 thousangefiEx
witness estimate for full restoration) and Euro #@@usand (estimate of a Third-party firm for foihkeover).

All the Parties regularly appeared before the Court

The Court, by Order dated 22 December 2014, dec¢ltiedomplete renewal of the expert witness bagpgpinting an
assessor. The appointment was confirmed in thergeleld on 13 March 2015. Ascopiave S.p.A. hasoayed its
own expert.

Based on the findings contained in the technigabre on 29 March 2016 an attempt was made to reattlement in
court, during which the company requested, in &aldito the amount determined by the Court-appoiriggert
witness, the reimbursement of the costs incurredtduhe litigation. The attempt failed basicalgchuse an agreement
was not reached regarding the subdivision of thelarnbetween the debtors.

On 10 June 2016, the Judge, deciding on the issheduled plea trial hearing for 26 January 20hé. decision is still
pending.

ASCOPIAVE — SIDERA/FAJ COMPONENTS:
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A civil lawsuit (possession action) before the QGafrTreviso (RG 7655/2015), filed by Ascopiave .B.pagainst the
companies Sidera and Faj Components, subsequehtetaonstruction, by Sidera and Faj Componentsa oew
technological building (replacing a former silodcated south of Ascopiave S.p.A. property, whicksdaot comply
with the minimum distances and the previous traisacexisting between the Parties. Aspects condegtih
personnel and facility safety are also contesté@. Judge has appointed an Expert Witness.

In the meantime, a discussion also solicited bycthat-appointed Expert Witness has been initisdeatder to reach a
settlement. To this end, a draft agreement has pesgpared, not formalised yet due to the absencancddequate
insurance guarantee in favour of Ascopiave S.p.A.

The experts’ activities ended on 11 July 2016.

The Court-appointed Expert Witness filed his report30th September 2016. The subsequent hearindgi@ldn 17
October 2016.

During the 10 November hearing, the Judge unexpgbctequested a new Expert Report as the RepatieofCourt-

appointed Expert Witness was considered insufficida appointed a new Expert Witness for the Report

FORCED ENTRY — DEFAULT SERVICE
Pursuant to the regulation obligation (specificaflyeference to Art. 40.2 letter A of the IntegmfText for the Sale of
Gas), the company may, pursuant to Art. 700 ofGha&l Procedural Code, obtain forced entry to prévaroperty in
order to disconnect utilities (when the meter iaiprivate property) of Default Service clientstthee in default.
Appeals are made against final customers (ortilsers).
For this purpose (and to meet provisions of thaile@pns), the company has created a managemeogguce that
starts with the activation of the SDD and ends wtgltlosure (for any reason) of the SDD.
The procedure also envisages to close any conspwea ordinary methods, collection of informatiargthering of
previous date and/or efforts to contact the invdlfiral customers, notification of delays, past dadifications and, if
all of the above prove unsuccessful, the opening joidicial procedure, normally as an urgent appeasuant to Art.
700 of the Civil Procedural Code.
For this purpose, Ascopiave S.p.A. appointed toity Sernaglia with a power of attorney (limitedurgent appeals
and their execution), formalized on 12 January 28i& renewed by AP Reti Gas S.p.A. on 27 July 2016.
The average cost of each appeal (assuming thaipibeal is accepted in its first presentation) camadsessed between
Euro 2,500 and 3,500, net of internal fees. Thestsaare partially reimbursed by the tariffs (ugtmaximum of Euro
5,000).
Current, for Ascopiave / AP Reti Gas the followang pending:

e Two cases are currently open (they have been aé¢hetLegal Office and await filing);

* Two cases have been filed (their hearing have beleeduled and/or have already happened);

e 13 cases have been initiated (their appeal is biriafled and sent to the Legal Office);

* Three cases have been suspended (for various B2ason

e 114 cases have been completed (in various stages);
As of 31 December 2016, the total legal fees (iicig fiscal obligations) for Ascopiave / AP Reti &G the Legal
Office amount to approximately Euro 120 thousand.

Relations with the Agenzia delle Entrate (Inland Reenue Agency)

During 2008, the company Ascopiave S.p.A. was sullifetax audit by the Inland Revenue Regional @ffiFollowing
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the audit, a report on findings with observationstioe indirect and direct taxes was issued. Duttiregmonth of July
2008, the local Internal Revenue Office issuedtacamf assessment regarding the contents of ertren findings.
The company, on 5 February 2010, filed an appe#ienProvincial Tax Commission in addition pay swn of Euro
243 thousand following application to its pendinggment.

On 30 September 2010, the Provincial Tax Commissfofreviso delivered judgment 131/03/10 filed ehDecember
2010 upheld the action and recognizing the propaduact tax adopted by the company.

Subsequently, the Inland Revenue Office has appeadainst the first instance judgment issued byRhavincial
Commission of Treviso.

On 24 September 2012, the Regional Tax Commissismed the ruling no. 109/30/12, filed on 20 Decengiid 2
which dismissed the appeal filed by the Revenueldiing the judgment of first instance.

On 26 June 2013, the company Ascopiave S.p.A. wtBeatd about the appeal in Cassazione (Court afs@gon) by
the Inland Revenue Agency and joined proceedingmuse of the result of previous judgements. Thecthrs,
encouraged by the opinion of the professionals dted, are confident about a positive result oflitigation.
Regarding other outstanding litigations with théahd Revenue Service, it is noted that some clairapending with
local tax agencies related to the silent / exprefisal to reimburse the additional IRES tax (skedaRobin Tax)

Since 2008 Ascopiave S.p.A. was subjected to thigiadal IRES tax as set forth by Art. 81 of Lawddee 112/2008.
Subsequently the Constitutional Court in 2015 dedahat said tax would be unconstitutional. In teke of said
sentence, the companies requested the reimburseiidet unwarranted tax that had been paid.

The tax authorities did not reply and by doing Iseyt effectively denied the reimbursement. Curreatlyeral claims
have been filed based on a retroactive interpretatif said sentence, the legitimacy of which wasficmed by a
Constitutional Law Attorney. Possible results oidselaims are completely unpredictable, as theasustent of the
claim would cause a massive financial burden ferdhtire country. As far as the expected time sblgion of this
litigation, no temporary framework can be provided, these claims have been filed to various looalts with

different response times.

Proposal of the Board of Directors to the Shareholers’ Meeting

The Board of Directors of Ascopiave S.p.A., congiug the results of the period and solidity of thegpital, shall
propose to the Shareholders’ Meeting the distrivutif a dividend of Euro 0.18 per share, for altotal2,194 million
Euros

Ascopiave S.p.A. announces that, if approved, thiglehd will be paid on 18lay 2017, with ex-dividend date of 8
May 2016 (record dateMay 2017).

The Board of Directors will not propose to any amioio legal reserve, as it is already equal to fiftie of the share

capital

Pieve di Soligo, 14 March 2017
Chairman of the Board ofdgitors
FulhZaigno
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DECLARATION

regarding the Consolidated Financial Statements for the accounting period 2016, pursuant to
Article 81-ter, Consob Regulation N. 11971 dated 14™ May 1999, subsequent amendments and

additions.

1) The undersigned dr. Fulvio Zugno in his capacity as Chairman of the Board of Directors, and
dr. Cristiano Belliato, Officer Responsible for preparing the Corporate Financial Reports of
Ascopiave S.p.A. hereby certify, pursuant to the guidelines of Article 154-bis, paragraphs 3
and 4, Legislative Decree n. 58, dated 24" February 1998:

m the appropriateness of the Financial Statements with respect to the characteristics of
the company, and

B the actual adoption of administrative and accounting procedures in preparing the
Consolidated Financial Statements for the period 1% January 2016 -31% December 2016

2) We also declare that:
2.1 the financial statements

(@) have been written in accordance with IFRS International Accounting Principles adopted
by the European Union as well as with the provisions of regulations based on Article 9,
Legislative Decree n. 38/2005;

(b) correspond to the information in the books and other accounting records;

(c) to our best knowledge, provide a true and fair representation of the performance and
financial position of the Issuer and the companies included in the scope of
consolidation.

2.2 the report on operations accompanying the financial statements contains a reliable
analysis of operations and performance, as well as the situation of the Issuer and
the companies included in the scope of consolidation, together with a description of
the main risks and uncertainties to which they are exposed.

Pieve di Soligo - 14™ March 2017

Chairman of the Board of Directors Officer Responsible for the preparation of
Corporate Financial Reports

dr. Fulvio Zugno dr. Cristiano Belliato

scgnature scgnatire
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GLOSSARY

Code/Self-discipline code: The Self-Discipline Code of listed companies approved in July 2014 by the
Committee for Corporate Governance and promoted by Borsa Italiana S.p.A., ABI, Ania, Assogestioni,
Assonime and Confindustria.

Cod. civ./ c.c.: the civil code.

Board: The Issuer’s Board of Directors.

Issuer: The Issuer of listed shares to which the Report refers.

Year: The Corporate year to which Report refers.

Market Abuse Regulation or MAR: Regulation (UE) no. 596/2014 of the European Patliament and of the
European Union Council dated 16t April 2014 and relating regulations of implementation.

Consob Issuer Regulations: The Regulations issued by Consob under the resolution no. 11971 of 1999 (as
subsequently amended) relating to issuers.

Consob Market Regulations. The Regulations issued by Consob under the resolution no. 16191 of 2007 (as
subsequently amended) relating to issuers.

Consob Related Parties Regulations: The Regulations issued by Consob under the resolution no. 17221
dated 12% March 2010 (as subsequently amended) relating to operations with related parties.

Stock Exchange Regulations: The Regulations of the markets organized and managed by Borsa Italiana
S.p.A. under the resolution of the Italian Stock Exchange Board of 20t July 2016 and approved by Consob
under resolution no. 19704 dated 3t August 2016.

Stock Exchange Regulations Instructions: Instructions to the Regulations with regards to markets
organized and managed by Borsa Italiana S.p.A.

Report: Report on the corporate governance and structures that the companies must draw up pursuant to Art.
123-bis Consolidated Financial Law.

Consolidated Financial Law: The Legislative Decree dated 24% February 1998, no. 58.
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ISSUER PROFILE

Ascopiave Group works in the field of natural gas, and mainly in its distribution and sale to final
consumers.

For the area of its client basin and for the quantities of gas sold, Ascopiave is currently one of the main
operators of the sector at national level.

The Group owns the distribution network managed, which extends for more than 8,600 kilometres,
supplying the service to a customer base of more than one million inhabitants to over 200
municipalities.

The sales of natural gases are performed by many companies, some of which are at joint control.
Totally considered, the controlled companies of the Group sell to the final customers more than 1
billion of cubic metres of gas.

Since 12th December 20006, Ascopiave has been listed in the Star segment of the Italian Stock
Exchange.

The Issuer is organised according to the traditional management and control model, pursuant to
Articles 2380-bis and following of the civil code, with the Shareholders' Meeting, the Board of
Directors and the Board of Auditors as well as a separate Auditing Company (external firm).

The Report on Corporate Governance and company structure, which is also published in a separate

folder, and the Company Charter, can all be viewed on the Company's website
(Wwww.gruppoascopiave.it).

1. INFORMATION on OWNERSHIP STRUCTURES (Art. 123bis, first
paragraph Consolidated Finance Law) as of 31 December 2015

a) Structure of Share Capital
Amount in Euros of the subscribed and paid in Share Capital (S.C:): 234.411.575,00

Types of shares making up the Share Capital:

NP° Shares % against S. C. Listed/Not Listed Rights and
Obligations
Otrdinary 234.411.575 100% STAR Each share represents
Shares one vote.

The shareholders ‘rights
and obligations are
provided by articles 2346
and following of the Civil
Code and by the
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Company Charter.

On 5th July 20006, the Meeting resolved to increase in the Share Capital by payment in the form of
subscription under public offer for subscription, offering, as an incentive, the assignment of a bonus
share.

This incentive specified that those adhering to the Public Subscription Offer and who retained
ownership of their shares for at least 12 months would then have the right to be assigned ‘additional
shares” without further outlay. The Meeting specified that “The funds necessary to pay for the
Additional Shares will derive from a special fixed reserve fund set up specifically for this purpose and
as such unavailable for any other use than that specified hereafter, by means of the provision of a part
of the total price paid by the subscribers to the Public Offer”.

On 17th January 2008, Mediobanca S.p.A. declared that the number of free shares to be assigned to
those with such rights equalled Euro 1.078 thousand. The increase of the Share Capital in relation to
the bonus shares has been reported to the Treviso Company Registry, on 29th January 2008.

On the date of approval of this Report, no rights were assigned to subscribe new issue shares.

Although it is not an incentive plan with increases, including bonus share capital, it should be noted
that the Shareholders' Meeting on 23" April 2015 approved a long-term incentive share-based plan for
the 2015-2017 three-year period, reserved to the executive directors and to some managers of
Ascopiave SpA and of its subsidiaries. Regarding this incentive plan, please refer to the remuneration
report drawn up pursuant to Article 123-ter of the Financial Law.

b) Restrictions concerning the of equities

There are no restrictions concerning the transfer of equities.

c) Significant share-holdings

As of 31" December 2016, own shares held in the Issuet’s portfolio are equal to 12,100,873 ' As of
that date, the significant shares in the Issuer’s capital, according to that resulting from the
communications made in accordance with Article 120 Consolidated Finance Law, are as follows:

Declarant Direct Shareholder % ordinary capital % on voting
capital
Asco Holding S.p.A. Asco Holding S.p.A. 61,562% 61,562%
Ascopiave S.p.A. Ascopiave S.p.A. 5,162%(i) 5,162%(i)

! Including no. 1.975 bonus shares, with a valuEwb 1,00
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Comune di Rovigo ASM Rovigo S.p.A. 4,419% 4,419%

d) Equities granting special rights
No equities have been issued that grant special control rights.
e) Employees share participation: Exercise of voting rights

There is no system of employee share holding.

f) Restrictions to the voting right

There are no restrictions concerning voting rights.

g) Agreements between Shareholders

There are not agreements between the Shareholders known to the Issuer
g
pursuant to art. 122 of Consolidated Financial Law.

h) Change of control clauses and statute regarding takeover bid

The Issuer and its subsidiaries have not drawn up any significant agreements that become effective, are
changed or cancelled in the event of a change of control of the contracting company.

With regards to takeover bid, the Issuer has not provided in the Statute for any derogation to the
provisions of the Consolidated Financial Law. The Issuer's Statute does not furthermore provide for
the application of the neutralization rules pursuant to Art. 104-bis, subpar 2 and 3 of the Consolidated
Financial Law.

i) Power to increase Share Capital and for purchase of treasury stock

The Board of Directors has obtained no powers from Shareholders” Meeting pertinent to the increase
of Share Capital.

On 28" April 2016, the Sharecholders’ Assembly deliberated the adoption of a new Plan for the
purchase of own shares (hereinafter referred to as the “2016 Plan”) to replace the authorization to
purchase and manage own shares granted by the Shareholders Meeting on 23" April 2015, which
therefore is to be considered as revoked, as far as the not implemented part is concerned.

The 2016 Plan authorises the Board of Directors to purchase and transact, in one or more times, on a
rotating base, a maximum of 46,882,315 ordinary shares, i.e. the different number that will represent a
portion not higher than the maximum limit of 20% of the share capital, also considering the shares
already owned by the Company and those that will be owned each time by the controlled companies
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and, in any case, respecting the limits set by law. The shares could be acquired for a length of 18
months from the date of the resolution of the Assembly dated 28" April 2016.

In accordance with Article 2357, paragraph 1 of the Italian Civil Code, the purchase of own shares is
subject to the limits of the distributable earnings and of the available reserves resulting in the financial
statement as of 31" December 2015, equal to € 76,498,001.98.

The purchase operations shall start and end in accordance with the timings established by the Board of
Directors or the President and CEO. The purchase operations shall take place, in one or more times
and on a rotating basis, in accordance with the methods established by the Regulations of the
Organised Markets and managed by Borsa Italiana S.p.A. The transactions may also be performed prior
to having completed all purchases, and may take place on one or more occasions and adopting any
method appropriate to the goals to be achieved.

The implementation of the plan for the purchase and transaction of own shares will basically allow to
perform investment operations consistent with the strategic objectives of the Company, also in the
form of exchange, loan, transfer, sale or other Act concerning own shares performed with the aim of
acquiring shares or share holdings or for any other operation on the capital that may involve the
assignment or transaction of own shares.

Moreover, the plan will allow to:

1. intervene, in accordance with the current regulations, directly or through authorised
intermediaries, on the share tendencies in relation to contingent market conditions, thus
facilitating exchanges when there is little liquidity on the market, and encouraging regular
negotiations;

2. offer the shareholders an additional tool useful for monetising their investment;

3. acquire own shares to be used, if deemed appropriate, in incentive plans based on shares and
reserved to directors and/or employees and/or collaborators of the Company or of companies
controlled by the parent Company.

The number of own shares as of 31" December 2016 amounts to 12,100,873 equal to 5.162% of the
share capital, for a counter value equal to Euro 17,521,331.95.

1) Management and Co-ordination Activity

Despite the Issuer participates in the consolidated taxation in the hands of the consolidating Asco
Holding S.p.A. and there are some relationships of economic nature with the parent company Asco
Holding S.p.A., the Issuer believes not being subject to any management and coordination activity
pursuant to Articles 2497 et following of the Civil Code, as Asco Holding S.p.A. does not issue
directives to its subsidiary and there is no connection between the two organizational-functional
companies. Consequently, Ascopiave S.p.A. considers it has always operated in conditions of corporate
and business autonomy regarding its parent company Asco Holding S.p.A.

Kk

We specify that:

— The information requested by art. 123 bis, first par., lett. i) ("the agreements between the company
and the directors... that provide for compensations in case of resignations or dismissal without a

2 Including no. 1.975 bonus shares, with a valuEwb 1,00
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just cause or if their business relationship ends after a public offer of purchase”) are illustrated in
the section of the Report dedicated to the Compensation of the Directors (Section 9);

— The information requested by Article 123-bis, first paragraph, letter 1) (“the regulations applicable
to the appointment and substitution of Directors...and changes to the Charter, if different from
those legislative and of the regulations applicable in supplementary way”) are illustrated in the
section of the Report dedicated to the Board of Directors (Sec. 4.1).

3. COMPLIANCE

The Issuer has complied with the Code of Self-Conduct, adopting the principles
and the application criteria it envisages, any failure to comply will be motivated
in this Report.

The Code of Self-Conduct is publicly available on the website of the Italian Stock
Exchange (www.borsaitaliana.it).

The Issuer is not subject to non-Italian provisions of law that influence the Issuet's own corporate
governance structure.

4. BOARD OF DIRECTORS

4.1. APPOINTMENT AND SUBSTITUTION

The dispositions of the Issuer’s Charter that regulate the composition and nomination of the Board
(Articles 14 and 15) are qualified to guarantee the respect of the dispositions introduced by Law
262/2005 (Article 147-ter of the Consolidated Financial Law) and by Legislative Dectee no. 303 dated
29th December 2006, and Law dated 11th July 2011 no. 120.

According to Article 15 of the Company Charter, the members of the Board of Directors are
appointed through the so-called list vote based on the lists presented by the shareholders that, alone or
with other shareholders, own shares for at least 2.5% of the share capital, as set both by the Corporate
bylaws and by the Consob resolution no. 19856 dated 25" January 2017. The shares in the capital shall
be indicated in the summons notice of the Assembly, which shall take a decision on the appointment
of the board of Directors.

Article 15 of the Company Charter also states that the lists presented by the shareholders be deposited
at the Company Headquarters within the deadline envisaged, every time, by the current and relevant
regulations.

Together with each list, within the afore-stated deadlines, the declarations, with which the single
candidates accept the candidature and certify under their responsibility, the non-existence of
ineligibility and incompatibility causes, and the possession of the requested data envisaged by the
Normative applicable each time must be published. The first candidate of each list must own the
requirements of independence envisaged by Article 148, subpar 3 of Legislative Decree dated 24th
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February 1998, no. 58 (and subsequent amendments) and by the codes of behaviour drawn up by
management companies of the market which the Company accepted.

The lists having at least 3 candidates cannot be exclusively composed of candidates of the same gender
(male or female). The candidates of the least represented gender cannot be less than one third (rounded
up) of all the candidates in the list, pursuant to art. 15 of the Company Statute

After the vote of the assembly, if two or more lists have been presented, the first four candidates of the
list that will obtain the higher number of votes and the first candidate of the list that will result second
for number of votes will be elected.

For the first mandate after the general election of the Board of Directors performer by the
shareholders on 28" April 2011, notwithstanding the provisions of Art. 15, the share for the less
represented category shall be equal to one-fifth (rounding to excess). The share of one-fifth shall be
tulfilled both for the submission of lists with at least three candidates and for the final composition of
the Board of Directors, resulting from the election by the Assembly, pursuant to art. 30 of the Statute
The appointment mechanism through the so-called list vote guarantees transparency, as well as rapid
and adequate information on the personal and professional characteristics of the candidates.

As of the date of the report, the Board still hadn’t set up an internal committee for the proposals of
appointment, because it did not judge it necessary. This choice is dictated by the fact that the current
and applicable regulatory dispositions and the provisions of the company Charter — such as the
appointment mechanism through the list vote- attribute adequate transparency to the procedure of
selection and indication of the candidates.

If during the financial year, for whatsoever reason, one or more directors taken from the list that
obtained the highest number of votes (“Majority Directors”) is out, and despite this the majority still
holds, the Board will substitute the missing Majority Directors through co-optation, in accordance with
Article 2386 C.C,, it being understood that if one or more missing majority Directors are Independent
directors, other independent directors must be co-opted, respecting applicable regulations governing
gender balance. The directors thus remain in charge until the following Meeting that will confirm their
appointment or substitution with the ordinary procedures and majorities, as an exception to the list
vote system previously indicated.

If during the year, for whatsoever reason, one or more directors taken from the first list that obtained
the second highest number of votes (“Minority Director”) is out and, despite this the majority still
holds, the Board will substitute the missing Minority Directors with the first non-elected candidates
part of the same list, only if they are still eligible and willing to accept the post, or, if defecting, to the
first list following for number of votes between those that achieved a number of votes equal to at least
the minimum threshold envisaged in paragraph 15.10 of the Charter, without prejudice, in both cases,
to the applicable regulations governing gender balance. The terms of the substitutes elapse along with
the directors in charge at the moment of their joining the Board, as an exception to the provisions set
forth in Article 2386.1, Civil Code; in the event one or more missing Minority Directors are
independent directors, they have to be substituted with other independent directors; if it is not possible
to proceed with the afore-stated terms, for insufficient choice on the lists or for the non-availability of
the candidates, the Board shall proceed with co-optation, in accordance with Article 2386 of C.C., of a
director chosen by the Board, pursuant to law, in order to respect the legal and regulatory prescriptions
related to the presence of the minimum number of independent directors, respecting applicable
regulations governing gender balance and also, if possible, the principle of minority representation. The
director thus co-opted will remain in charge till the following Meeting that will confirm their
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appointment or substitution with the ordinary procedures and majorities, as an exception to the list
vote system.

Succession plans

In view of the structure of governance, of the decision-making system and of the powers, as well as the
organizational structure adopted by the Issuer and the Group Ascopiave, aimed at ensuring an
adequate separation between the direction, management and control functions and to promote the
effective implementation of power balance between the top management, the Board of Directors has
decided not to adopt a plan for the succession of executive directors, according to the guidelines 5.C.2
of the Code of Self-Conduct.

Furthermore, please refer to the replacement procedure of the Directors already envisaged by the
existing Statute. In particular, the three-year term of the duration in office of all Directors, pursuant to
Art. 15 of the Company Statute require periodic appointments as provided by the relevant Statute In
addition, the replacement of the Directors who left office before the expiry is governed by the
provisions of the above-mentioned Art. 15 of the Statute.

4.2. STRUCTURE

In accordance with Article 14 of the Company Charter, the Board of Directors comprises five (5)
members, who need not necessarily be Shareholders, appointed by the Meeting.

The members of the Board of Directors remain in charge for three financial years, and their term
expires at the date of the Meeting called to approve the Financial Statement relating to the last year of
their office; no different expires are established for the members of the Board. The members of the
Board of Directors may be re-elected.

The Ascopiave Board of Directors, appointed during the Meeting of 24th April 2014, currently
comprises 5 (five) members who will remain in charge until the date of the Meeting summoned to
approve the Financial Statement relating to the year ended 31st December 2016.

In this Meeting 2 lists with no correlation have been submitted, among which there are no connections.
The Directors, except Bruno Piva, have been taken from the list presented by the majority shareholder
Asco Holding S.p.A. The Director Bruno Piva has been taken from the minority list no. 2 presented by
the shareholder Asm Rovigo S.p.A

The summary of the presented lists and the voting results is reported below:

% VOTES
OBTAINED IN
RELATION TO
PRESENTING LIST OF ELECTED VOTING
PARTY LIST OF CANDIDATES CANDIDATES EQUITY
OWNERSHIP
INTEREST
Listan.1 1. Dimitri Coin 1. Dimitri Coin 88,255%
Asco Holding 2. Fulvio Zugno 2. Fulvio Zugno
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S.p.A. 3. Enrico Quarello 3. Enrico Quarello
4. Greta Pietrobon 4. Greta Pietrobon
Listan. 2 1. Bruno Piva 1. Bruno Piva 7,846%
ASM Rovigo 2. Claudio Paron
S.p.A.

As of 21" May 2014, the Director Bruno Piva, elected from list 2 submitted by the Shareholder ASM
Rovigo S.p.A, submitted his resignation from this office and, on 19" June 2014, in compliance with
Article 15.15 of the Company Charter in force, the Board of Directors appointed through co-optation
Mr. Claudio Paron, first not appointed of the same list.

For the detailed composition of the Board of Auditors, please refer to Table 2 attached to the Report.

In accordance with the Application Guideline 1.t i). of the Code, the main professional skills
of the executive director in chargad the seniority from the first appointment aresented

— Mr. Fulvio Zugno, President and CEO, beginning et 28" April 2011, at his second
mandate: Mr. Zugno is a professional in the economic field, registered to the Association of
Business Consultants and of Professional Accountants and to the Legal Auditors Registry. He
practices in his studio, he still holds appointments in economic subjects in public bodies and
business companies.

—  Mr. Dimitri Coin, independent Director, already in office since 28" April 2011, at his second
mandate: he is an entrepreneur in the agro-nursery sector and in the real estate-commercial
sectof.

—  Mr. Enrico Quarello, independent Director (pursuant to the assessment of 7" March 2017),
and already in office since 14" February 2012: he carries out management activities in
companies of organized distribution, he has been director of national companies.

— Mrs. Greta Pietrobon, independent Administrator, in office since 24" April 2014: She is a
freelancer in the areas of private law and criminal law

—  Mr. Claudio Paron, independent Director, already in office since 19" June 2014: experience in
the direction of international companies.

The Directors’ professional curricula are filed at the company's headquarters and available on the
Issuer's institutional website www.gruppoascopiave.it under the Investor Relations section.

Maximum accumulation of offices held in other companies

The Board has not deemed it necessary to define any general guideline regarding the maximum number
of administrative and control functions held in other companies that can be deemed compatible with
an efficient implementation of the role of director of the Issuer, keeping into account the member’s
participation in the Committees constituted inside the Board, without prejudice to the requirement of
each Director to evaluate the compatibility of the position of director and auditor held in other
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companies listed in regulatory markets, financial companies, banks, insurance brokers, or companies of
significant size, with the diligent fulfilment of the tasks accepted as Director of the Issuer.

During the meeting held on 14™ March 2016, the Board evaluated the offices currently held by its
Directors in other companies, and deemed that the number and type of office held does not interfere
and is, as such, compatible with an efficient fulfilment of the office of Director in the Issuer.

Table 2 attached to this report contains a list of the main companies where each director holds
management or control tasks, in particular in companies listed on regulated markets, including foreign
ones, in financial companies, banks, insurance or large companies, with evidence if the company where
the task is performed belongs to the group controlling or including the Issuer.

Induction Programme

During the year, in line with the Application Guideline 2.C.2 of the Self-Discipline Code, the members
of the Board of Directors were adequately informed about the main legislative and regulatory
developments affecting the industry in which the Issuer operates, as well as about the performance of
the corporate bodies functions, through the divulgation of information during meetings and in the pre-
board report.

4.3.4.3. ROLE OF THE BOARD OF DIRECTORS

During the year 2016, 13 (sixteen) Board of Directors meetings were held in the following dates:
18™ January 2016; 26" February 2016; 7" March 2016; 14" March 2016; 21% April 2016; 12" May
2016; 16" June 2016; 5™ July 2016; 1° August 2016; 3" August 2016; 19" October 2016; 10" November
2016 and 22™ December 2016. The meetings’ average length was about 2 hours.

As of today, since the beginning of 2017, 5 (five) Board Meetings have already been held on the dates:
19" January 2017, 7" February 2017, 21 February 2017, 7" March 2017 and 14™ March 2017.
The 2017 calendar of the main company events (already sent to the market and to Borsa Italiana S.p.A.
in accordance with regulatory provisions) includes 3 (three) further meetings on the following dates:
- 9" May 2017 — approval of the Quarterly Report as of 31st March 2017;

1% August 2017 — approval of the Half Year Report as of 30th June 2017,

7" November 2017 — approval of the Quarterly Report as of 30" September 2017;

During the financial year 2016, in line with the Application Guideline 1. C.5. of the Financial Law, the
Chairman of the Board of Directors and CEO has, with the support of the Corporate Affairs
Department, compatibly with the organisation needs and the content of the discussed topics, and in
order to guarantee thorough and timely pre-meeting information, transmitted the support documents
for the meeting of the Board at least two working days before the scheduled dated the Directors and
Auditors, failing any further need or urgent situation.

In addition, with the support of the Corporate Affairs Department, the Chairman of the Board of
Directors has made sure that the topics on the agenda may be devoted the necessary time to allow a
constructive debate, by encouraging, during the meetings, contributions from the Directors.
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In line with the Application Guideline 1.C.6, during 2016, the General Manager of the Company has
participated in all the meetings of the Board of Directors. Furthermore, about the topics discussed, the
Issuer's Managers in charge for the departments concerned, according to the subject, or external
consultants, were invited to attend the Board of Directors meetings, upon request of the President or
other administrators, in order to provide additional information on the topics on the agenda.

Kok

The Board of Directors plays a primary role in the Ascopiave system of Corporate Governance, in that
it determines the company’s strategic goals and those of the subsidiaries belonging to the Group it
heads, ensuring that they are achieved,) without prejudice to the compliance with the management
independence of the companies belonging to Ascopiave Group, subject to the functional and
accounting separation regime (#nbundling).

In applying Guideline 1.C.1 of the Self-discipline Code, on 24th July 2006 the Board of Directors

resolved that are included among its exclusive functions, in line with the Application Criterion 1. C.1.,

lett. A:

- the examination and approval of the strategic, industrial and financial plans of the Issuer and of the
Group it heads, the periodic monitoring of the related implementation;

- and the definition of the corporate governance system of the Issuer and of the Group structure.

Pursuant to the "Guidelines on the performance of the management and coordination powers by
Ascopiave S.p.A.", approved by the Board of Directors of Ascopiave S.p.A. on 16" June 2016,
the parent company Ascopiave S.p.A draws up the business plans and the group budgets and sets the
guidelines required when each company of the group draws up the budgets and the business plans.

For drawing up the group business plans and budgets, in compliance with the procedures, tools and
planning and programming schedules executed and disseminated by the parent company, the Board of
Directors of each subsidiary will be responsible for submitting to the parent company information and
forecasts which follow the above guidelines, as well as to work according to approved annual business
plans and budgets, by providing periodic audits through periodic final reports. The parent company
shall check the compliance of the business plans and of the annual budgets with the guidelines
provided and any eventual deviation from the periodic financial reports.

The planning and budgeting guidelines set by the parent company for the group companies subject to
unbundling obligations, consider the powers and prerogatives envisaged by the unbundling rules for
the Independent Committee and for the vertically integrated company (so-called. wnbundling).

In addition, the Board of Directors plays an important role in the correct management of corporate
information and in the relationships with the shareholders.

To this aim, art. 19 of the Company Statute states that the Board of Directors has the broadest powers
to manage the Company, without any exception, and the power to take all actions it deems advisable
for the implementation and achievement of the corporate objectives, with the only exception of those
strictly riserve by the law to the shareholders.

Furthermore, always pursuant to art. 19 of the Articles of Association, the resolutions to be taken in
compliance with art. 2436. c.c fall under the responsibility of the Board of Directors and cannot be
delegated. They deal with:
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- mergers and demergers in accordance with articles. 2505, 2505-bis, 25006-ter, c.c.;

- creation or elimination of secondary branches;

- transfer of the registered office within Italy;

- indication of the directors who have legal representation;

- capital reduction because of a shareholder’s withdrawal;

- modification of the Articles of Association according to mandatory regulations,

It is understood that these resolutions may also be taken by the shareholders during an extraordinary

session.
ok

In line with the Application Guideline 1. C.1. let. ¢), the Board has evaluated, on 14™ March 2016,
regarding the year 2015 and on 7" March 2017, regarding the year 2016, the suitability of the
organisational, administrative and general accounting structure of the Issuer, with specific reference to
the Internal Control system and management of conflicts of interest, in accordance with the
procedures adopted by the Issuer for that purpose. About this activity, as need may dictate, the Board
has made use of the support offered by the Internal Control Committee, by the Internal Control
Supervisor, the auditing company and the Director Responsible for preparing company accounts, as
well as the procedures and checks implemented in accordance with Law no. 262/2005.

In 2012, the Ascopiave Board of Directors S.p.A. adopted the document "Guidelines relating to the
management and coordination", document updated with the approval by the Board of Administrators
of Ascopiave S.p.A. on 16" June 2016, which regulates the implementing mechanisms of management
and coordination, the information and control flows between the Issuer and its subsidiaries. The
document, approved by the general meetings of subsidiaries in 2012, is an integral part of the Group's
governance system.

It is reminded that in 2013, the adoption of the organizational, management and control models in
compliance with the requirements of the Legislative Decree 231 has also been completed in all the
subsidiaries of the Issuer. Each of these companies has adopted its own "model 231", it has set up a
body in charge of supervising the implementation and effectiveness of Model 231, and adhered to the
Code of Ethics of the Ascopiave Group.

In 2016, also the Board of Directors of the newly formed company AP Reti Gas SpA, the latter
company's gas distribution branch of the transferring company Ascopiave SpA, effective from 1% July
2016, adopted its own "231 model", and signed the Ethics Code of the Ascopiave Group dated 14"
May 2013.

%k

In accordance with the guideline 1.C.1 lett. f) of the Self-Discipline Code, it is up to the Board of
Directors of Ascopiave, given the system of delegated powers in force, the resolution on the
transactions of significant strategic, economic, or financial importance for the Issuer.
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If these operations are carried out by the participated companies, in the document "Guidelines on

management and coordination" it is expected that, in compliance with industry regulations relating to

administrative and accounting separation, the administrative bodies of the subsidiaries submit the same
to the prior exam of the Board of Directors of Ascopiave.

The following operations are considered, but not limited to, having a strategic, economic, or financial,

relevance:

- agreements with competitors and partners of the Group which, for the object, commitments,
constraints, limits which may directly or indirectly arise, may for long-term affect strategic decisions
on the freedom of business strategic choices (e.g. partnership, joint venture, etc.);

- acts and operations involving the entrance in (or the exit from) geographic and/or products
markets;

- investment in tangible and intangible assets;

- purchase and arrangement of companies or business units;

- purchase and arrangement of subsidiaries of controlling interests and connections and share in
profits in other companies, as well as the conclusion of agreements on the exercise of rights related
to those shares;

- undertaking of loans of significant amount, as well as provision of loans and issuing of guarantees
for the interest of Group companies;

- purchase of assets and services binding the company for a multi-year period,

- decision of merger in the cases envisaged by Articles 2505 and 2505-bis of the civil code;

- creation and closing of secondary branches;

- amendments to the company charter to comply with the law.

Kk

In line with the Application Guideline 1.C.1, let. g) on 14" March 2016, the Board of Directors has
completed the self-assessment on the functioning of the Board itself and of its internal Committees.
The assessment process was carried out based on qualitative criteria, by comparing the composition
and functioning of the Board of Directors and of the internal committees to the best practices of
reference. For the assessment, the Board has not made use of external consultants, but of professionals
internal to the Company.

Subsequently, in accordance with the Corporate Governance Code which provides for the elf-
assessment at least once a year, the Issuer's Board of Directors has updated the self-assessment on its
functioning.

The Board of Directors, because of the assessments performer on its structure and functioning, and
given the Company development, considers appropriate to propose an increase in the number of
Directors from the current 5 (five) to 6 (six), by performing the necessary statutory changes in order to
introduce within the Council more individual skills as well as to enrich the dialogue inside the
management.

In order to avoid that, because of the enlargement of the administrative body, the presence of an equal
number of directors could lead to deadlocks which may slow down the normal work of the
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administrative body and the timeliness of its decisions, it is deemed appropriate to propose the
statutory introduction of the so called "Casting vote" of the Chairman, i.e. the casting of the Board of
Directors Chairman’s vote in case of equal votes.

This forecast, in the administrative body’s opinion, shall be considered sufficient to ensure the
impossibility of any decisional deadlock within the Board of Directors.

This proposal was made by the Board of Directors at its meeting on 14" March 2017.

%k

The Shareholders’ Meeting did not authorise any exceptions to the prohibition of
competition as specified by Article 2390 of the Civil Code.

4.4. DELEGATED PARTIES

Managing Directors

By resolution dated 29th April 2014, the CompanBsard of Directors, appointed during the

meeting held on 24th April 2014, resolved to gridwet Chairman of the Board of Directors, Fulvio

Zugno, as CEO; Mr. Fulvio Zugno, in line with thieusture of powers in force since 2012, was

assigned with the following main powers:

- Coordinating the activity of the Board of Directors and implementing the related resolutions;

- Taking care of the relationships with the shareholders;

- Managing the institutional relationships and promoting the Company image;

- Elaborating medium-long term strategies;

- Contracts for the purchase and sale of goods, raw materials, movable properties, services with
economic content not higher than Euros 1,500,000 for each operation;

- Purchasing, selling or exchanging installations, machines, equipment, trademarks, patents with
value not higher than Euros 500,000 for each operation;

The division of powers is completed by the General Manager, appointed by the Board of Directors on
15" March 2012, in the person of Mr. Roberto Gumirato. The General Manager directly reports to the
Chairman and Chief Executive Officer, in compliance with the new arrangement of powers set by the
current Board of Directors e and confirmed by the current Board of Directors.

In accordance with the allocation of powers, it is believed that the Chairman and Chief Executive
Officer, Dr. Fulvio Zugno, cannot be regarded as primarily responsible for the company management

(chief excecutive officer).

Chairman of the Board of Directors
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See above par. “Chief Executive Officer”
Information to the Board

In accordance with what specified by Article 19.5 of the Company Charter, the delegated parties report
on at least a quarterly basis to the Board of Directors and Board of Auditors as to their work, general
management trends, foreseeable evolution and the most economically, financially and equity important
operations performed by the Company and its subsidiaries; specifically, the Chairman provides
information as to the operations in which he has an interest on his own behalf or that of third parties.
With regards to the statutory provisions, it should be noted that the delegated parties report and
involve the board on the activity performed at each meeting of the Board of Directors. On a quarterly
basis, upon approval of the annual and half-yearly financial statements and of the intermediate
management reports are instead communicated the management results and related performance
indicators.

4.5. OTHER EXECUTIVE DIRECTORS

There are no other executive directors further than the Chairman and Chief Executive Officer, Mr.
Fulvio Zugno.

4.6. INDEPENDENT DIRECTORS

In the year 2016, in the Board of Directors of the Issuer there were three independent directors, in line
with the Application Guideline 3.C.3 of the Self- Discipline Code. The non-executive Directors and
Independent Directors are, in terms of number and authority, such as to guarantee that their judgement
can have significant influence on the Issuer's board resolutions. The non-executive Directors and
Independent Directors shall bring their specific competencies to board discussions, contributing to the
decision-making process in accordance with the Company interests.

The number of independent directors (3 on a board of 5) is adequate both based on the provisions of
Article IA.2.10.6 Instruction Stock Exchange, and in relation to the size of the Board and to the
Issuet's activity; furthermore, this is sufficient to the constitution of the committees within the board
that the Company has deemed appropriate to adopt.

In the meeting held on 16" June 2016, the Board of Directors evaluated the existence of the
requirements of independence of the Directors Mr. Dimitri Coin, Mr. Claudio Paron, Mrs. Greta
Pietrobon, as specified by Principle 3. P.2., where it is recommended to assess the independency of
Directors on a yearly basis, and in line with the Application Guideline 3. C.4. In addition, the Board of
Directors has assessed the presence of the independence requirements pursuant to art. 148 of the
Consolidated Financial Law.

Also, at its meeting on 7" March 2017, the Board of Directors considered, regarding the date of this
same consideration, the presence of the independence requirements of the Directors Dimitri Coin,
Claudio Paron, Greta Pietrobon and Entrico Quarello. It should be noted that the advisor FEnrico
Quarello, was considered an independent director at the meeting held on 7" March 2017 since,
considering the attribution of the gas distribution project given by Ascopiave S.p.A. to AP Network
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Gas SpA, the function of Independent Provider of Ascopiave SpA has been revoked from 1% July
2016, after having been held until 30" June 2016 together with the Chief Technology Officer of
Ascopiave SpA, in accordance with the regulations concerning functional and accounting repartition

(so-called unbundling).

In performing such evaluations, the Board of Directors adopted the Application Guidelines 3. C.1. and
3. C.2. as specified by the Self-Discipline Code. The Independent Directors are, as such, in possession
of the independence requirements listed in Article 148, 3rd paragraph, letters b) and c) of the
Consolidated Finance Law, since everyone of them:

@) Does not control the Issuer, directly or indirectly, even through subsidiaries, fiduciary
companies or on behalf of third parties, nor are able to exercise undue influence;
(i) Does not participate, directly or indirectly, in any company agreement where one or more

subjects may exercise control or significant influence on the Issuer;

(i)  Was or was not in the previous 3 fiscal years, an important party (by such, meaning Chairman,
legal representative, Chairman of the Board of Directors, and executive Director or Manager
with strategic responsibility) of the Issuer or of a holding with strategic relevance or of a
company under common management with the Issuer or of a company or body which, even
with others, through a representational company agreement, controls the Issuer or is able to
exercise significant influence;

(iv)  Does not have, or did not have, during the previous year, directly or indirectly (e.g. through
subsidiaries or companies of significance in the sense specified by the previous point (iii), or as
partner of a professional studio or consultancy company) significant commercial, financial or
professional relations, or subordinate working relations: (a) with the Issuer, with its subsidiary,
or with one of relevant its partners, in the sense specified by the previous point (iii), (b) with a
subject that, even jointly with others, through a representational company agreement , controls
the Issuer or — given that it is a body or company -with the partners, in the sense specified by
the previous point (iii);

(v) Without prejudice to what specified under the previous point (iv), holds any independent or
subordinate working relations, or other relations of an economic or professional nature such as
to compromise independence: (a) with the Issuer, with one of its holdings or parent companies,
or with the companies subject to common management; (b) with the Issuer Directors; (c) with
subjects that are married or related up to the fourth level with the Company's Directors as
under the previous point (a);

(vi)  Does not receive or did not receive in the previous three fiscal years from the Issuer or from a
holding or subsidiary a significant additional fee in addition to the “fixed” fee as non-executive
Company Director including participation in incentives linked to company performance even
based on shares;

(vi)  Has not been a Director of the Issuer for more than nine years during the last twelve years;

(vii)  holds the office of Executive Director in another company in which an Executive Director of
the Issuer holds an office of Director;

(ix)  is not a member or director of a company or of one belonging to the network of companies
tasked with the auditing of the Issuer's accounting;

x) is not a close family member of a person who finds himself in any of the situations as specified
under the previous points and, in any case, is a husband, wife, relative or similar within the
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fourth grade of the Issuer Directors of the subsidiaries, of the companies controlling it and
those subject to common management.
(xi)  They were not in the conditions set by art. 2382 of the civil code.

kokk

The Board of Auditors verified, in line with the Application Guideline 3.C.5, during the meeting held
on 16" June 2016, the correct application of the guideline and procedures adopted by the Board to
evaluate the independence of its members, and the results of this control will be explained in the
Auditors' report at the meeting in accordance with Article 2429 Civil Code.

Similarly, at its meeting on 7" March 2017 the Board of Auditors verified, pursuant to the Application
Criteria 3.C.5, the correct application of the criteria and procedures adopted by the Board to assess the
independence of its members; such assessment was carried out by the Board of Directors during its
meeting of 7" March 2017.

The independent administrators never met during the year 2016 in the absence of the other
administrators as no other circumstance demanding the necessity of these reunions occurred. There are
various reasons that contributed to the non-convocation of special reunions of the independent
administrators. For example, the fact that the administrators have always received with large advance all
the necessary information for their effective, deep and not formal participation to the reunions of the
Board of Directors was determining. This permitted the timely formulation of eventual remarks on the
opportunity and correctness of each single proposed decision. Furthermore, the adoption of the Code
on Related Parties Transactions, its punctual application, the previous declaration, during the opening
of the Board’s works, of any conflicts of interests according to article 2391 of Civil Code and the
subsequent abstention of the administrators in conflict, are symptomatic elements of a correct modus
operandi that guarantees the absence of conflicts of interest and explains the reason why the necessity
of facing these problems without the presence of the so-called not-independent administrators never
appeared during the financial year.

4.7. LEAD INDEPENDENT DIRECTOR

The Board of Directors did not consider necessary to identify an internal independent Director as a
Lead Independent Director, not occurring the circumstances envisaged in the Application Guideline 2.
C.3. of the Code. This figure, in fact, is expressly envisaged by the Application Guideline 2. C.3. of the
Self-Discipline Code in the event the Chairman of the Board is primarily responsible for managing the
Issuer - chief executive officer — i.e. the Chairman or the controlling shareholder of the Issuer, or if the
Issuer belongs to the FTSE-Mib, for which the appointment of the ILead Independent Director may be
required by the majority of independent directors.

5. PROCESSING OF COMPANY INFORMATION

5.1. CODE FOR THE TREATMENT OF CONFIDENTIAL INFORMATION AND REGISTER OF INFORMED
PERSON

Report on Corporate Governance and Company Structure 2016 21



The Issuer's Board of Directors updated the previous code of conduct for market announcements
deciding, during its meeting on 19" October 2016, the adoption of the new "Procedure for the
management and treatment of confidential information, for the dissemination of information to the
public and for the management of people who have access to privileged information "pursuant to the
entry into force of the new EU Regulation 596/2014 (" Matket Abuse Regulation "or " MAR "),
applicable as of 3" July 2016, and in compliance with the provisions of the Consolidated Law on
Finance and the Issuers’ Regulation, to the extent compatible with "MAR", the Regulations for the
execution of European source and the Application Criterion 1.C.1 lett. j) of the Code.

The "Procedure for the management and processing of confidential information, for the dissemination
of information the public and for the management of the register of persons who can access to
privileged information" contains provisions relating to:

- management and processing of confidential information;

- procedures to be respected for the disclosure of privileged information directly dealing with
Ascopiave S.p.A. and/or its subsidiaries, with reference, in this latter case, to relevant
information for the purpose of Ascopiave’s price sensitivity;

- management of the Register of persons who can access to confidential information.

The Legal Affairs Department is responsible for keeping and updating the Register, whose
management is carried out according to the criteria and procedures set forth in the above procedure.
Under Article. 2.6.1 of the Stock Exchange Regulations, the Board of 23" June 2015 appointed as the
Information Officer Mrs. Irene Rossetto and Mr. Giacomo Bignucolo, as her substitute, assigning
them the task of complying with law and regulatory requirements come under the responsibility of the
Information Officer, with particular reference to those dealing with mandatory corporate information
and market disclosure of information on transactions subject to the "Code Internal dealing "(see.
section 5.2).

This procedure is available on Ascopiave Group’s website (http://www.gtuppoascopiave.it/corporate-
governance/sistema-e-regole/procedura-gestione-privileged information).

5.2. INTERNAL DEALING

The Issuer's Board of Directors decided in its meeting of 19" October 2016 to update the "Internal
Dealing Code", under the new EU Regulation. 596/2014 (“Market Abuse Regulation" or "MAR") and,
in particular, the related Article 19 of the Delegate Commission Regulation (EU) 2016/522, of the
Execution Regulation (EU) 2016/523 and of the regulations and national rules on this matter.

The "Internal Dealing Code" regulates the procedures and communication times to Ascopiave S.p.A.,
to Consob and to the market of the information relating to the transactions directly or indirectly carried
out by the so-called relevant persons and persons closely related to relevant persons on the ordinary
shares of Ascopiave S.p.A. or on debt securities, derivatives or other financial instruments linked to
them.

This code is available on the Issuer’s website (http://www.gruppoascopiave.it/corporate-
governance/sistema-e-regole/codice-internal-dealing).
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6. INTERNAL BOARD COMMITTEES

Within the Issuer’s Board of Directors, the Compensation Committee and the Risks and Control
Committee have been established.

7. APPOINTMENTS COMMITTEE

Given the size of the Company and the limited number of members of the control and administration
bodies, the Board of Directors has not deemed it necessary to set up an appointments committee,
pursuant to the Guideline 5.P.1, leaving the task of identifying the most suitable persons for the
execution of varying tasks within the Company's corporate governance bodies.

8. COMPENSATION COMMITTEE

In accordance with Principle 6.P.3 of the Code, the Company’s Board of Directors has set up an
internal Compensation Committee.

Composition and functionality of the compensation committee

The Compensation Committee of the Issuer is composed by three independent Directors. During
2015, the Committee has been composed by the independent Director Dimitri Coin, as Chairman, and
by the non-executive Director Enrico Quarello, by the independent Director Claudio Paron. (see Table
2).

In accordance with the Principle 6.P.3 of the Code of Self-Conduct, the Director Dimitri Coin has
acquired an adequate experience regarding remuneration policies, both as an entrepreneur, and as a
member of the Board of Directors and of the Remuneration Committee of Ascopiave from 2011 to
today.

During the year 2016, 2 Compensation Committee meetings were held on 7" March 2016. The
meetings duration was of about 1 hour.

The Committee furthermore met after the end of the fiscal year, on 7" March 2017.No other meetings
of the Committee were scheduled for the year 2017.

The Chairman and one member of the Board of Auditors, invited by the Committee itself, participated
in the meeting and, for in-depth examinations of the agenda, some employees of the Company were
also in attendance.

In accordance with Application Guideline 6.C.6, the Regulations of the Compensation Committee
provides that no director takes part in the meetings of the Committee where proposals to the Board of

Directors regarding his Compensation are formulated.

Functions of the Compensation Committee
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For the details of the functions and functioning of the Compensation Committee, see Section I,
chapter 2.4 of the Report on Compensation, prepared in compliance with Article 123-ter of the
Consolidated Finance Law. It should be noted that the Rules of the Compensation Committee, which
was adopted in its original form on 12th September 2006, was amended on 19th December 2011.

On 7" March 2016, the Committee met to discuss the following issue, among others:

- Compensation policy adopted by the Company and elaboration of the Report on Compensation
pursuant to art. 123-ter Consolidated Financial Law

- Outcomes of the “2075 management by objectives” plan

- Non-compete agreements

After the end of the fiscal year, on 7" March 2017, the Committee met to discuss, among the subjects,
the adequacy, consistency and application of the Compensation Policy and the drafting of the 2016
Report on Compensation, to monitor the actual achievement of the performance targets set in “2075
Management by objectives 2016 plan.

The minutes of the Committee meetings were regularly written, in line with the Application Guideline
(4. C.1,let. D).

The Committee, while performing its tasks, has accessed the necessary information and the corporate
functions pertinent to its assignment, in line with the Application Guideline 4.c.1, lett. ¢).

No financial resources have been granted to the Internal Control Committee, since it avails of the
corporate assets and structure of the Issuer, in order to perform its tasks.

9.COMPENSATION OF DIRECTORS

General compensation policy

The Board of Directors adopted, in the meeting dated 19th December 2011, the “Compensation Policy
of the Ascopiave Group” (hereinafter “Compensation Policy”), then amended on 15th March 2012
and 14th March 2013, in compliance with the recommendations of Article 6 of the Self-Discipline
Code of listed Companies of Borsa Italiana S.p.A. (the “Self-Discipline Code”), to which the Company
conforms, and also in compliance with Article 3.2 letter (b) of the Procedure for Related Parties
Transactions approved by Ascopiave on 24" November 2010.

The Compensation Policy was submitted to the Board on 28" April 2016 and on the occasion of the
2015 financial statement approval, and submitted with positive results to the advisory vote of
shareholders in compliance with Article 123-ter of the Legislative Decree no. 58 of 24th February
1998.

For the contents of the Compensation Policy see Section I of the Report on Compensation, prepared
in compliance with Article 123-ter. of the Consolidated Finance Law.

Share-based compensation plans
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At the Annual Meeting held on 23" April 2015, which approved the 2014 financial statements, a new
share-based incentive plan was approved, the so-called "Long-term share-based incentive plan 2015-
2017"  (or "2015-2017 plan"), elaborated upon the proposal of the Remuneration Committee and

previously approved by the Board of Directors on 16" March 2015.The 2015-2017 plan, in compliance
with the recommendations of Article 6 of the Self-Discipline Code, envisages, in order to grant the
bonus, a vesting period of 3 years, and the achievement of pre-fixed performance and return targets of
the Company’s shares, also in relation to a basket of stocks of comparable companies. The bonus grant
for 2018, of which 50% in cash and 50% in Ascopiave shares, provides for a 2-year retention period of
those shares is envisaged; in case the Beneficiary, at the end of the two-year period, has a management
relationship with Ascopiave or with the Companies of the Group, the retention period is extended
until the term of his office.

The Board of Directors of Ascopiave SpA has taken steps to implement the aforementioned Plan,
identifying the its beneficiaries among the potential target envisaged by the Regulation

The informative document is available on the Issuet's institutional website, under the section ‘Investor
Relations’  (http://www.gruppoascopiave.it/ wp-content/uploads/2015/03/ Ascopiave_Documento-
informativo-PILT-2015.pdf).

Compensation of executive directors

For the breakdown of the compensation of directors who exercise management proxies, see Section 11
of the Report on Compensation, drafted in compliance with Article 123-ter of the Consolidated
Financial Law.

Compensation of executive director and of managers with strategic responsibilities

For the breakdown of the compensation of the executive director and of managers with strategic
responsibilities, see Section II of the Report on Compensation, drafted in compliance with Article 123-
ter of the Consolidated Financial Law.

Incentive mechanisms for the In-Company Control Supervisor and the Manager in charge of
preparing the company accounting documents

The incentive mechanisms of the Executive Manager in charge for drawing up the corporate
accounting documents is consistent with the assigned tasks, in line with the Application Criteria
6.C.3.The Manager in charge of preparing the company accounting documents and the internal audit
manager, during 2015, received the “Incentive long-term share-based program 2015-2017”, which was
approved by the Board of Directors of Ascopiave S.p.A., upon proposal of the Compensation
Committee, on 16" March 2015 and after approved by the Shareholder's Meeting on 23* April 2015,
The Manager in charge, as manager with strategic responsibilities, was also the recipient of the
incentive plan "management by objectives 2016", the outcomes of which can be found in Section II of the
Report on Compensation, prepared pursuant to art. 123-ter of the Consolidated Financial Law.

Compensation of non-executive directors

For the breakdown of the compensation of non-executive directors, see Section II of the Report on
Compensation, drafted in compliance with Article 123-ter of the Consolidated Financial Law.

Report on Corporate Governance and Company Structure 2016 25



In line with Application Guideline 6. C.4. of the Code, the compensation of non-executive Directors is
not connected to the Issuet’s economic results.
Non-executive Directors are not recipients of share-based incentive plans.

Management severance pay in case of resignation, dismissal or business termination following
a takeover bid

For details on the benefits, see Section II of the Report on Compensation, drafted in compliance with
Article 123-ter of the Consolidated Financial Law.

10. RISKS AND CONTROL COMMITTEE

In line with the provisions of Principle 7. P.3., Letter. a), n. (ii) and 7. P.4. the

Board has constituted an internal control and risk Committee.
The Board of Directors of the Issuer, on 11" September 2006, simultaneously approved the Control

and risks Committee Regulations, in compliance with the new Code of Self-Discipline, with following
modifications dated 23* February 2011 and 24™ January 2013.

Composition and functioning of the control and risks committee

The Issuer’s Internal Control Committee is composed of non-executive
Directors, most of which are independent. The Committee is composed of three
members. In 2016, the Committee comprised the non-executive Director Dimitri
Coin, as Chairman, and the independent Director Claudio Paron’, by the non-
executive Director Enrico Quarello.

In accordance with Principle 7.P.4 of the Self-Conduct Code, the Director Dimitri Coin has expertise
in risk management, acquired in business and in his experience as member of the Risk and Control
committee in Ascopiave SpA from 2011.

During the fiscal year 5 (five) meetings of the Risks and Control Committee were
held on 26™ February 2016, 7" March 2016, 12 May 2016, 3 August 2016 and 10™
November 2016. The average length of the meetings was about 2 hours and 30
minutes. For details on the participation of members, see Table 2 attached to this
report. For the year 2016, the meetings of the Committee are fixed on the
occasion of the 4 (four) meetings of the Board of Directors, scheduled for the
approval of the annual, half-year and quarterly results of the Company. After the

® Appointed on 18June, cooptation date of the Director Claudio Pareplacing the Director Bruno Piva, who resignad o
21% May 2014.
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end of the fiscal year, 2 (two) meetings of the Committee were held on 19™
January 2017 and 7" March 2017.

The Committee meetings were attended, upon invitation, by the members of the Board, in line with the
Application Guideline 7.C.3 of the Code, the Manager responsible for preparing corporate accounting
documents and the head of the Internal Audit department.

Functions attributed to the risks and control committee

In line with the Application Guideline 7.C.1, the Control and Risks Committee, in its role of

supporting the Board of Directors, expresses its opinion about:

@) definition of guidelines for the Internal Control and Risks Management system, so that the
main risks concerning the Company and its subsidiaries are correctly identified, and properly
assessed, handled and monitored, thus determining compatibility criteria of those risks with a
healthy and consistent business management;

(i) the assessment, with at least yearly frequency, of the adequacy of the internal control and risks
management system in comparison with the corporate characteristics and with the profile of
the risks taken, as well as with its effectiveness;

(i)  the work plan scheduled with at least annually by the Head of the Internal Audit Department;

(iv)  the description, in the report on corporate governance, of the main features of the system of
internal control and risk management;
) the results presented by the statutory auditor in the eventual letter of recommendations and in

the report on key matters arisen during the statutory audit.

The Control and Risks Committee, furthermore, in supporting the Board of Directors:

@ Assesses, together with the manager in charge of preparing the corporate accounting
documents, heard the statutory auditor and the Board of Auditors, the correct application of
accounting principles and their uniformity for the purposes of preparing the consolidated
financial statements;

(i) expresses opinions on specific issues regarding the identification of key business risks;

(i)  reviews the periodic reports related to the evaluation of the system of internal control and risk
management, and those prepared by the Internal Auditing Department;

(iv)  monitors the independence, adequacy, effectiveness and efficiency of the Internal Auditing
department;

) may ask the Internal Auditing Department to perform audits on specific operational areas, by
simultaneously communicating it to the Chairman of the Board;

(vi) reports to the Board of Directors at least once every six months, in occasion of the approval of

the annual financial report and statements, on its activity and the adequacy of the system of
internal control and risk management;

(vii)  delivers a preventive motivated opinion on the Company interest to the completion of
transactions with related parties, as well as on the convenience and accuracy of the related
conditions, pursuant to the Procedure for transactions with related parties approved by the
Board of Directors of the company on 24th November 2010;

(viil)  delivers a preventive motivated opinion on the proposals made by the Director in charge of the
internal control system and risk management to the Board of Directors regarding the functions
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of appointment and dismissal of the Head of Internal Auditing, the allocation to the same of
adequate resources for the fulfilment of his responsibilities, as well as the determination of his
Compensation in line with the company policy;

(ix)  performs the other duties which, from time to time, will be assigned to him by the Board of
Directors

During the fiscal year, the Control and Risk Committee has delivered its opinion in favour of the
Board of Directors on the adequacy of the internal control and risk management system.
The Committee has examined the periodic reports prepared by the internal audit department on the
progress of the work in the field of internal auditing, with particular regard to the activities of risk
analysis and to the implementation of the necessary measures to provide reasonable assurance
regarding the true and fair representation of the economic, patrimonial and financial information
according to the provisions of Law 262/2005.

During the meetings, the Committee also discussed the most suitable initiatives with regards the
auditing activities for 2016, with a view to progressively improving the Internal Control and Risk
Management system.

The minutes of the Committee meetings were regularly written, in line with the Application Guideline
(4. C.1,let. D).

In performing its functions, the Committee has had the right to access all information and company
functions necessary for the execution of its tasks, and avail of external consultants, within the terms set
out by the Board, in line with the Application Guideline 4. C.1., lett. ¢).

No financial resources have been granted to the Committee, since it avails of the corporate assets and
structure of the Issuer, in order to perform its tasks.

11. INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

Ascopiave has adopted a system of internal control and risk management in accordance with the Code
of Self-Discipline for listed companies and in line with the best practices of reference.

The Board of Directors, under the definition of the strategic, industrial and financial plans, defined the
nature and level of risk consistent with the strategic objectives of the Issuer, in line with the

Application Guideline 1. C.1. lett. b).

The Board of Directors defined the guidelines for the Internal Control and Risks Management system,
so that the main risks concerning the Issuer and its subsidiaries are correctly identified, and properly
assessed, handled and monitored, thus determining the compatibility of these criteria with a healthy
and consistent business management including in its assessments all risks that may become significant
for the medium-long term sustainability of the Issuer’s development, in line with the Application
Guideline 7.C.1., lett. a).

The Board of Directors has set the internal control and risk management guidelines, so that the main
risks for the Issuer and its subsidiaries shall be correctly identified and adequately measured, managed
and monitored, by determining the compatibility of these risks with a company management in line
with the identified strategic objectives, pursuant to the Application criteria 7. C.1., lett. a).
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In 2014, the Group started a project for the implementation and development of the Enterprise Risk
Management model, through the adoption of methods and operations aimed at improving risk
assessment and at implementing checks to monitor the control system related to the risks identified.

In 2016, the following risk management activities have continued under the coordination of the Chief
Financial Officer:

* application of the Procedure "Compliance with EMIR Regulation" adopted by Ascopiave Board of
Directors, as well as by other subsidiaries, which regulates the ways to comply with the requirements of
the EMIR European Regulation about the use of derivatives (i.e. timely confirmation of the operations,
periodic reconciliation of the portfolio with the counterpart, reporting of all derivatives entered into
with specific trade repository approved by ESMA), even by complying with a proper accounting
framework in line with the Hedge Accounting;

* application by Ascopiave, as well as by other subsidiaries, of the "Management and control of energy
risks" policy, which states the roles and responsibilities related to the risk management when signing
supply and provision contracts both for the purchase and sale in the gas and electricity business and of
the "Management and control of financial risks" policy.

The internal control and risk management system is embodied by the set of rules, procedures and
organizational structures aimed at permitting the identification, the measurement, the management and
the monitoring of the main risks. Pursuant to Principle 7.P.1 of the Code, this system is integrated into
the broader organizational and corporate governance organizations adopted by the Issuer and shall take
into due consideration the reference models and the national and international best practices.

The system is aimed at ensuring the protection of the corporate assets, the efficiency and the
effectiveness of the business processes, the reliability of the information provided to the corporate
bodies and to the market, the compliance with laws and regulations as well as with the Articles of
Association and with the internal procedures.

Roles and Functions

The internal control and financial risk management system of Ascopiave involves different
stakeholders who perform specific roles and responsibilities:

- Board of Directors;

- Director in charge of internal control and risk management;

- Control and Risk Committee;

- Supervisory Board pursuant to the Legislative Decree. n. 231/2001;
- Manager responsible for preparing corporate accounting documents;
- Head of the Internal Audit Department;

- Statutory Auditors;

- Independent Audit firm
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The Board of Directors is in charge for defining the nature and the level of risk consistent with the
strategic objectives of the Company, considering all risks that may be significant in view of the
medium-long term sustainability of the Issuer’s activity. The Board of Directors, after consultation with
the Control and Risk Committee, is in charge for setting the guidelines of the internal control and risk
management system, and to assess its adequacy at least once per year. To this end, the Board relies on
the work carried out by the Control and Risk Committee and by the Administrator in charge for the
internal control and risk management. The Control and Risk Committee supports, with suitable
preliminary investigation, the assessments and the decisions of the Board of Directors regarding the
internal control and risk management system, as well as those relating to the approval of periodic
financial reports.

The head of the Internal Audit department is in charge for verifying that the internal control and the
risk management system are active and adequate.

Furthermore, the heads of each business unit and corporate management of the Company are
responsible, within the guidelines of the internal control and risk management system set by the Board
of Directors and of the directives for implementing such guidelines, to define, manage and monitor the
effective functioning of the internal control and risk management system with reference within its
scope of competence.

All employees, according to their respective roles, contribute to ensure an effective functioning of the
internal system and risk management system of Ascopiave.

In accordance with the requirements of Art. 2.2.3, paragraph 3, subparagraph (j) and 2.2.3 bis of the
Stock Exchange Regulations, Ascopiave set on 27" March 2008 an organizational, management and
control frame work, pursuant to Art. 6 of the Legislative Decree dated 8" June 2001, n. 231, also
identifying a Body in charge for overseeing the adequacy and the effective implementation of the
Model; for its details, please refer to paragraph 11.3 of this document.

Existing management of risk and internal control system in relation to the financial
information procedure

The internal control and risk management system is aimed at providing the reasonable certainty that
the diffused accounting information supplies to the users a true and correct representation of the
management facts, allowing the release of the certifications and declarations requested by law on the
correspondence of the document results, of the books and accounting writings of the acts and
communications of the company diffused to the market and related to the accounting information also
within the year, and also the appropriateness and effective application of the administrative and
accounting procedures during the period interested by the accounting documents (year balance, half
year balance and intermediate management report) and on the drawing-up of the same according to the
international accounting standards.

In relation to this, we must remember that, as specified in the previous Reports, Ascopiave, as an
Italian company with shares negotiated in an Italian regulated market, must appoint a Manager in
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charge of preparing the company accounting documents (Manager in charge), to whom the law

attributes specific duties, responsibilities and certification and declarations obligations.

As a consequence, on 19" July 2007 the Board appointed a Manager in charge, to whom it entrusted

the task to prepare proper administrative and accounting procedures for the creation of the accounting

informative diffused to the market, and also to supervise the effective respect of these procedures,
attributing him proper powers and instruments for implementing related functions.

The Board entrusted this charge to Mr. Cristiano Belliato, Chief Financial Officer of the Issuer, to

whom the Board attributed due powers and instruments for the realisation of the tasks according to the

provisions of Article 154-bis of Legislative Decree 24" February 1998, no. 58.

The Manager in charge started the “262 Project”, with the aim of ascertaining the consistency of the

Internal Control System to supply a reasonable certainty about the true and proper representation of

the economic, equity and financial information.

The risk management and internal control system is based on the following characterising elements:

— a set of company procedures relevant for the preparation and circulation of financial information,
comprising, among others, operating instructions, reporting and accounting calendar;

— an identification process of the main risks connected to the financial information and of the main
controls for the acknowledged risks (financial risk assessment) that brought to the recognition, for
each relevant accounting area, of the financial processes/flows considered critical and the activities
of control supervising these financial processes/flows and also the elaboration of appropriate
control matrixes that describe for each process considered critical and/or sensitive for the 262, the
control standard activities (key controls) and the concerning process owners. The company
processes and related matrixes are the subject of a periodical evaluation and if necessary to an
update.

— process owners to whom the update of the matrixes of the controls is entrusted; the Chief
Financial Officer is responsible for the verification and the periodical update of the administrative-
accounting procedures of the Group;

— a process of periodical evaluation of the appropriateness and of the effective application of the
identified key controls. The evaluation is performed every 6 months with the preparation of the
balance and of the half-year report and is performed by the internal audit department, based on the
indication of the Manager in charge. The tests on semi-annual controls are performed based on the
priorities identified during the risk assessment;

— a process of certification toward the outward based on the reports and declarations given by the
manager in charge according to Article 154-bis of Legislative Decree 58/1998, in the framework of
the general process of preparation for the annual balance or the half year financial report or the
intermediate management report, also on the basis of the controls performed and object of the
accounting control model, which content is shared with the President and Chief Executive Officer,
who presents the report or the declaration of the Board, together with the accounting document,
for the relating approval by this last one. For the purposes of internal reporting, the Manager in
charge periodically refers to the Control and Risks Committee, to the Board of Auditors and to the
Supervisory Committee about the development procedures of the evaluation process of the control
system and also about the results of the evaluations performed to support the released certifications
or declarations.

kKo
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The Board of Directors has assessed, upon advice of the Control and Risk Committee, the adequacy of
the internal control and risk management system with respect to the Company characteristics and the
risk profile, as well as its effectiveness, in accordance with the provisions of Application Guideline
7.C.1 letter b).

The evaluation was conducted on the occasion of the presentation of financial results for the period, as
well as during the regular meetings of the Board, through the constant flow of information guaranteed
by the players of the internal control and risk management system.

11.1. EXECUTIVE DIRECTOR IN CHARGE OF INTERNAL CONTROL AND RISKS MANAGEMENT SYSTEM

The Board of Directors appointed Mr. Fulvio Zugno (Chairman of the Board of Directors and Chief
Executive Officer) as executive director in charge of supervising the functioning of the internal control
and risk management system, in charge for the implementation and preservation of an effective internal
control and risks management system, in line with the Guideline 7.P.3, let a), n. (i).

This choice has been made based on the importance that Mr. Zugno holds within the Ascopiave
company structure.

kokk

In accordance with the Application Guideline 7. C.4. of the Code, the executive director in charge of

supervising the functioning of the internal control system:

- has identified the main company risks considering the characteristics of the Issuer’s activities and
those of its subsidiaries, and has submitted them to a periodical Board's examination;

- has implemented, within the scope of the powers appointed to him, the guidelines defined by the
Board, designing, realising and managing the in-company control system, constantly checking the
overall suitability and efficiency;

- has adapted this system to the dynamics of the operative conditions and legislative and regulatory
situation;

- has asked the internal audit department, which depends under the organizational point of view
from the same Chairman and Chief Executive Officer, to perform verifications on specific areas of
operation and on the compliance with the rules and the procedures in the execution of business
operations;

- has set up a constant flow of information with the control and risks Committee and with the Board
of Directors on issues and concerns raised, so that the Committee (or the Board) has been able to
take appropriate action.

11.2. PARTY RESPONSIBLE FOR INTERNAL AUDIT

The responsible for internal audit is, since June 2015, Mr. Sandro Piazza, advisor with proper
professional qualifications and independence, who has gained extensive experience in the field of
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internal audit and compliance activities. Previously, up to May 2015, the Department was headed by
Mzr. Christian Ceresatto.

The appointment of Mr. Sandro Piazza took place following the favourable opinion of the Director in
charge for the Internal Control and risks Committee, based on the technical knowledge and skills of
the professional experience to perform the task.

Pursuant to the Guideline 7. C.3,, lett. b) The Head of the Internal Audit Department is assigned with
the task of verifying that the system of internal control and risk management is adequate and works

propetly.

For the execution of the tasks assigned, the Internal Audit function comprises, in addition to the
Manager, two additional resources with specific expertise in economics and finance. In particular, the
internal audit function has been integrated in 2016 with a person having extensive experience in
administration and accounting, mainly devoted to the monitoring of the Company and the Group’s
administrative and accounting processes.

The internal audit function is not responsible for any operational area and reports to the Chairman of
the Board of Directors of Ascopiave.

The Board of Directors is responsible, on proposal of the Director in charge for the internal control
and risk management system, upon approval of the Control and Risk Committee and after having
heard the Board of Auditors, to appoint and dismiss the head of the Internal Audit Department,
ensuring that he is provided with the adequate resources to perform his work. In addition, the Board of
Directors is responsible for approving, on an annual basis, the work plan prepared by the Head of the
Internal Audit Department, after consultation with the Control and Risk Committee, having heard the
Board of Auditors and the Administrator in charge for the internal control and risk management
system.
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The Party responsible for Internal Control, pursuant to the Application Guideline 7. C.5. of the Code:

- verifies, either continuously or in relation to specific needs and in compliance with international
standards, the operation and the suitability of the internal control and risk management system; the
activity is regulated by an audit plan, approved annually by the Board of Directors, based on a
structured analysis and prioritization of key risks;

- has direct access to all information useful to perform his tasks;

- prepares periodic reports containing adequate information about his work, the way in which the
risk management is carried out, as well as on the compliance with the plans for their reduction,
further to an assessment on the suitability of the internal control and risk management system and
he transmits them to the Chairmen of the Board of Auditors and of the control and risk
Committee, to the Chairman of the Board of Directors and to the Director responsible for the
system of internal control and risk management;
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- prepares timely reports on major events and transmits them to the Chairmen of the Board of
Auditors, of the Control and Risk Committee and of the Board of Directors as well as to the
Director in charge of the internal control system and risk management;

- verifies, as part of the audit plan, the reliability of information systems including systems of
accounting.

For carrying out the activities, if deemed appropriate and if authorized by the Board of Directors or by
its representatives, the Head of Internal Audit may request the support of external professionals expert
in this field or of tools that support the activity.

kokk

During the financial year, the Head of Internal Audit performed a verification of the internal control
system and risk management of the Issuer on the of the control instruments implemented in the
previous years, and further developed in 2016, in line with the recommendations of the best practices
available.

Specifically, such verification concerned the Issuer’s corporate governance system, the implementation
of the regulations and provisions of law as specified by Legislative Decree 231/2001 and Law
262/2005, supply management procedures, company risk management and the implementation of
administrative control procedures.

The Head of the Internal Audit Department has actively participated, only as advisor, in the process of
revising the structure of corporate governance of the Group Ascopiave, both at Ascopiave and at the
subsidiaries, also for the effective implementation of the management and coordination activity.

The Head of Internal Audit department, during the financial year, has guaranteed systematic and
periodical information about the outcomes of activity performed, addressed to the Chairmen of the
control and risks Committee and of the Board of Auditors, as well as to the administrator in charge of
supervising the internal control and risk management system, in order to enable them to fulfil the tasks
assigned in the field of supervision and evaluation of the system of internal control and risk
management.

11.3. ORGANISATION MODEL ex Legislative Decree 231/2001

On 27th March 2008, the Issuer adopted the organisation, management and control model for the
prevention of crime with the aims specified by Legislative Decree 231/2001 and subsequent
amendments.

Along with the adoption of the model, the Company appointed a Supervisory Committee that will have
to supervise on the operation and compliance with the model itself.

Considering the requested requirements of the reference regulations and the indications deriving from
the guidelines of relevant category associations as well as the sector best practices, the Board of
Directors met on 29" April 2014 appointed as components of the Supervisory Committee: Law. Elisa
Pollesel (Chairman) Mr. Cristiano Cetesatto- until 31" May 2015 responsible for internal auditing of the
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Issuer and subsequently external member, professional in the field of internal auditing - and
Mr. Ruggero Paolo Ortica — an expert in the economic-financial field.

On 6" November 2016 Mr. Cristiano Ceresatto resigned with immediate effect. On 10" November
2016, the Board of Directors of Ascopiave appointed Mrs. Irene Rossetto, of the Internal Auditing
Department, as (internal) member of the Supervisory Board.

During the period covered by this report, while carrying out the tasks assigned by law and by the
Ascopiave Board of Directors to the Supervisory Body, 9 meetings where held; in 2017 1 meeting was
hold, all documented by appropriate records kept by the Chairman.

The abstract of the above model consists of a general part showing the normative system of reference,
the process of definition of the model and the constituent elements of the model itself; it also includes
various special parts dealing with the special cases of crime that the model is intended to prevent,
among which:

- crimes against the public administration

- corporate crimes

- market abuse

- safety at work

- environmental crimes

- computer crimes

- receiving of stolen goods and money laundering

- corruption between private parties

The Supervisory Board has set up, during the previous years, a structured collection of information
flows by the business parties so called Apical, designed to obtain information about significant events
that occurred during the operations, that may be attributable to the risk areas identified in Model 231.

The Ascopiave SpA Board of Directors, during its meeting on 22™ December 2016, upon proposal of
the Supervisory Board, approved an update of the general part of the Model in relation to the discipline
of these information flows, and the updating of some special parts of the Model, because of the
changes introduced by the legislator in legislative decree no. 231/2001.

For the dissemination of the model, the general part of the same is available on the Issuer's website
(http://www.gruppoascopiave.it/wp-content/uploads/2015/01 / Ascopiave-Modello-231-Parte-
Generale-CdA-2016-12-22.pdf .

In addition, the Ascopiave Group Code of Ethics, approved by resolution of the Board of Directors of
Ascopiave  S.p.A.  of 14" May 2013, is available on the Issuet's website
(http://www.gruppoascopiave.it/wp-content/uploads/sites /12/2015/01/Codice-etico-
GruppoAscopiave-201305141.pdf)

11.4. AUDITING COMPANIES

Auditing is entrusted to the company PriceWaterhouseCoopers S.p.A.
The appointment was made by the Shareholders' Meeting on 23" April 2015. The appointment will
expire upon approval of the financial statement as of 31" December 2023.
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11.5. MANAGER RESPONSIBLE FOR PREPARING COMPANY ACCOUNTING DOCUMENTS

Mr. Cristiano Belliato, the Issuer's Chief Financial Officer since 19th July 2012, formetly
Administrative Director of the Company, is the Manager responsible for preparing the company’s
accounting documents.

In accordance with Article 25 of the Issuer’s Charter, the manager responsible for preparing company
accounting documents must be in possession, not only of the honourable requirements described by
current legislation for all those performing functions of administration and management, but also the
professional requirements as follows (i) having graduated in economics, finance or a subject related to
company management and organisation, (i) having matured a total experience of at least three years in
administration or control activities, or having performed managerial tasks with capital companies, or
administrative or managerial tasks, or held offices of auditor or consultant as chartered accountant with
businesses in the fields of credit, finance or insurance, or in any case in fields that are closely related or
inherent to the activity performed by the Company, involving the management of economic and
financial resources.

Furthermore, any person not in possession of the requirements of honour as under article
147quinquies of Legislative Decree no. 58 dated 24th February 1998.

Following the obligatory but not binding opinion of the Board of Auditors, the Board of Directors
shall appoint the Manager responsible, setting out his compensation.

The Board of Directors will grant the appointed Manager suitable powers and means by which
performing his tasks, in accordance with the provisions of article 154 bis of Legislative Decree no. 58
dated 24th February 1998.

11.6. COORDINATION BETWEEN THE PARTIES INVOLVED IN THE SYSTEM OF INTERNAL CONTROL AND
RISK MANAGEMENT

The Issuer has implemented mechanisms of interaction between the parties involved in the system of
internal control and risk management aimed to ensure the coordination and the effective performance
of specific tasks. Among these, it is to be noticed the performance of regular meetings between the
bodies and the departments responsible for internal control and risk management, the participation of
the Board of Statutory Auditors and of the Internal Audit Manager to the meetings of the Control and
Risks Committee.

12. INTERESTS OF THE DIRECTORS AND OPERATIONS WITH
RELATED PARTIES

On 24th November 2010, the Board approved the text of the Code on Related Parties Transactions
(hereinafter referred to as the "Code"). The Code governs the operations with related parties
performed by the Company, either directly or through subsidiaries, in accordance with the provisions
set forth in the Regulations adopted pursuant to Art. 2391-bis of the civil code by the National
Committee for the Companies and the Stock Market, (CONSOB) with resolution no. 17221 dated 12"
March 2010 and further amendments ("Regulations").
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The Code came into force as of 1st January 2011 and it has replaced the previous regulation governing
Related Parties Transactions approved by the Board of Directors of the Company on 11th September
2006 (subsequently modified).

For the contents of the Code, see the document available on the Issuet's website at the following
address: http://www.gruppoascopiave.it/wp-content/uploads/2015/01/Procedura-pet-le-operazioni-
con-parti-correlate-GruppoAscopiave-20101124.pdf.
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In order to implement the procedure, a mapping of the so-called Related Parties
is periodically performed, to which the contents and the controls envisaged by
the document are applied. The Directors are also required to declare, if existent,
any interests in conflict with the performing of the transactions in question.

13. APPOINTMENT OF AUDITORS

The appointment and replacement of auditors is governed by the laws and regulations of Article 22 of
the Issuer’s Charter.
The Board of Auditors is composed of three statutory auditors and two alternate auditors, whose office
lasts three years and which can be re-elected. At least one of the statutory auditors should be: (i) a
woman, if the majority of the statutory auditors are men; (i) a man, if the majority of the statutory
auditors are women.
In accordance with Article 22 of the Issuer’s Charter, the whole Board of Auditors is appointed based
on lists presented by Shareholders. Shareholders who alone, or together with other Shareholders, at the
time of presentation hold a share of at least 2.5% of the share capital, or, where otherwise, the
maximum share of the share capital required for the presentation of lists as specified by applicable
provisions of law and regulations, may present lists. The interest share will be specified in the summons
notice to the Meeting called to deliberate the appointment of the Board of Auditors.
The lists must specify at least one candidate for the office of Statutory Auditor, and one for the office
of Alternate Auditor. No candidate may appear in more than one list, at risk of being deemed
incompatible. In the lists composed of three or more candidates, the gender of at least one third
(rounded up) of the candidates for the role of statutory auditor and the candidates for the office of
alternate auditor must be different from the gender of the other candidates.
The lists, signed by the Shareholders presenting them, or by the Shareholder who has been delegated to
present them and provided with the documentation specified by this Charter and by current provisions
of law and regulations, must be filed at the company headquarters within the terms of the applicable
provisions of law and regulations. If, upon expiry of the terms set out by the applicable provisions of
law and regulations, only one list of candidates has been presented, or indeed none, the meeting shall
deliberate by relative majority of shareholders. In case of a tie between candidates, there will be a
second ballot between these, with a further voting by the meeting.
Where two or more lists are presented, election of the Board of Auditors shall take place as follows:

(i)  in the progressive order in which they have been indicated in the various sections of the list,

the following will be appointed from the list that has obtained the greatest number of votes: (a)
two statutory auditors and (b) one alternate auditor;
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(i)  in the progressive order in which they have been indicated in the various sections of the list,
the following will be appointed from the list that has obtained the greatest number of votes,
and which is not connected, even indirectly, with the shareholders who presented or voted the
list that obtained the greatest number of votes: (a) one statutory auditor, who will also hold the
office of Chairman of the Board of Auditors, and (b) one alternate auditor and, where available,
further alternate auditors ready to replace the minority member, up to a maximum of three.
Where this is not possible, the first candidate of the list having obtained the next greatest
number of votes, and which is not connected, even indirectly, with the shareholders who
presented or voted the list that obtained the greatest number of votes, will be appointed
alternate auditor;

(i) should votes for two or more lists be equal, the candidates of the list presented by
shareholders holding the greatest share, will be appointed, or, subordinate to this, that
presented by the greatest number of shareholders, without prejudice to applicable regulations
governing gender balance.

Should one or more standing auditors taken from the list that had obtained the greatest number of
votes (the ‘Majority Auditors’) stand down during the year, where possible, the alternate auditor from
the same list will replace him, without prejudice to applicable regulations governing gender balance.
Where proceeding as above is not possible, the Meeting must be called in order to integrate the Board
with the ordinary majorities and methods, in accordance with article 2401, paragraph 3 of the Civil
Code, as an exception to the list voting system previously specified, respecting applicable regulations
governing gender balance. Should one or more standing auditors taken from the list that had obtained
the second greatest number of votes (the ‘Minority Auditors’) stand down during the year, where
possible, the alternate auditor from the same list will replace him, always in compliance with applicable
regulations governing gender balance. Where proceeding as above is not possible, the Meeting must be
called in order to integrate the Board with the ordinary majorities and methods, in accordance with
article 2401, paragraph 3 of the Civil Code, as an exception to the list voting system previously
specified, and in order to respect, where possible, the principle of minority representation.

The Meeting held to deliberate on the integration of the Board of Auditors shall proceed in any case
with the appointment or replacement of the members of said Board, without prejudice to the need to
ensure that the structure of the Board of Auditors complies with the provisions of law and current
regulations, and with the Issuer’s Charter.

Without prejudice to that set out by the previous paragraph, should the Meeting integrate the Board of
Auditors, it shall resolve with ordinary majorities and methods, as an exception to the list voting
system, which will only apply in the event of replacement of the entire Board of Auditors.

14. COMPOSITION AND FUNCTIONING OF THE BOARD OF AUDITORS

The Board of Auditors appointed by the Ordinary Meeting held on 24th April
2014 and in office until approval of the financial statement as of 31st December
2016, is structured as follows:

Name Position
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Chairman of the Board of Auditors
Statutory auditor
Statutory auditor
Alternate auditor
Alternate auditor

Marcellino Bortolomiol
Elvira Alberti
Luca Biancolin
Dario Stella
Achille Venturato

The Standing Auditors Elvira Alberti and Luca Biancolin and the Alternate Auditor Achille Venturato
have been taken from the list presented by the majority shareholder Asco Holding S.p.A. The
Chairman of the Board of Statutory Auditors Marcellino Bortolomiol and the Alternate Auditor Dazio
Stella have been chosen from the no. 2 minority list presented by the shareholder Asm Rovigo S.p.A.
The two lists presented have no connection whatsoever with one another.

For the detailed composition of the Board of Auditors for the year 2016, please refer to Table 3
attached to the Report.

Below, the 2 lists that were presented:

ISSUER PARTY LIST OF CANDIDATES LIST OF APPOINTED % VOTES OBTAINED
SUBJECTS IN RELATIONSHIP
WITH THE VOTING
CAPITAL
List n. 1 Statutory auditors Statutory auditors 88,251%
Asco Holding S.p.A. | 1 Elyira Alberti 1. Elvira Alberti
2. Luca Biancolin 2. Luca Biancolin
Alternate auditor Alternate auditor
1. Achille Venturato 1. Achille Venturato
Listn. 2 Statutory auditor Statutory auditor 11,748%
ASM Rovigo S.p.A. | 1, Marcellino Bortolomiol 1. Marcellino Bortolomiol
Alternate auditor Alternate auditor
1. Dario Stella 1. Dario Stella

Please refer to Table 4 for the list of the bank institutions and of listed companies different from the
Issuer in which the same Auditors have responsibilities of administration or control.

Here below is the personal and professional history of each Auditor:

- Chairman, Marcellino Bortolomiol: Registered in the Association of Business Consultants and
Professional Accountants of Treviso. He practices in his office of Treviso. He worked as
bankruptcy trustee, of liquidator, of expert and consultant in various companies and enterprises. He
was Chairman and member of the Board of Auditors as well as Director of several companies and
corporate groups.

- Statutory Auditor, Elvira Alberti Registered in the Association of Business Consultants and
Professional Accountants and in the Legal Auditors Registry, she practices in her office of Treviso.
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She is member of the Board of Directors of Ascopiave since 2011, she is currently auditor of public
entities and auditor for various companies of public and private law.

- Statutory Auditor, Luca Biancolin: Registered in the Association of Business Consultants and
Professional Accountants of Treviso and in the Legal Auditors Registry, he practices in her office
in Conegliano (TV). He is currently director and auditor in various public and private law
companies.

- Alternate Auditor, Dario Stella: Registered in the Association of Business Consultants and
Professional Accountants and in the Legal Auditors Registry. He practices in his office in Pieve di
Soligo (TV). He is currently director and auditor in various private law companies.

- Alternate Auditor, Achille Venturato: Registered in the Association of Business Consultants and
Professional Accountants and in the Legal Auditors Registry, he practices in her office of Treviso.
He is currently director and auditor in various private law companies.

The professional curricula of the auditors pursuant to articles 144-octies e 144-decies of the Consob
Issuers Regulation are available on the Issuer’s website in the section “investor relations”.

During the year, after the appointment of the new Board of Directors, 8 (eight)
Board of Directors meetings were held in the following dates: 15" February 2016,
30™ March 2016, 29™ April 2016, 12 May 2016, 16™ June 2016, 3** August 2016, 24™
October 2016 and 29" November 2016. The average length of the meetings was
equal to 2 hours.

For details on the participation of the Auditors to the meetings, see Table 3
attached to this report.

During 2017, the Board of Auditors will meet for at least at a 90-day interval, pursuant to Article 2404
of the Civil Code. After the end of the fiscal year, until the date of this report, the Board of Auditors
met on 21* February 2017, 7" March 2017 and 14" March 2017. The meetings scheduled for 2016 are
about 10 (ten).

There have been no changes to the composition of the Board subsequent to balance sheet date.
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The delegated bodies have reported in a suitable and timely manner to the Board of Auditors
concerning all activities performed, the general management trends and predictable evolution, as well
as on the most important operations in terms of size and characteristics performed by the Issuer and its
subsidiaries, specified by the Law and the Charter, and therefore at least once a quarter.

The Board of Auditors, at its meeting on 16" June 2016, with reference, verified the existence of the
requirements of independence of its members, in accordance with the provisions in the Guideline 8.
C.1. The verification did not reveal any element that lead to the disappearance of this need for
independence.
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During the year, in line with the Application Guideline 2.C.2 of the Self-Discipline Code, the members
of the Board of Directors were adequately informed about the main legislative and regulatory
developments affecting the industry in which the Issuer operates, as well as about the performance of
the corporate bodies functions, through the divulgation of information during meetings and in the pre-
board report.
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The Issuer specifies that any Auditor who, on his own behalf or that of third
parties, holds an interest in a given Issuer operation, must inform the other
auditors and the Chairman of the Board as to the nature, terms, origin and extent
of such interest, in a full and timely manner.

The Board of Auditors in the conduct of its business, is regularly coordinates with the Head of Internal
Audit and with the control and risks Committee, in line with the Application Guidelines 8.C.4 and 8.
C.5. of the Code.

15. RELATIONSHIP WITH SHAREHOLDERS

The Issuer has judged that it be in his interests as well as a duty to the market to set up a continuous
dialogue from the time of listing, founded on reciprocal understanding of roles, with the general
information of the shareholders. This dialogue will, in any case, take place in compliance with the
procedure for the external communication of company documents and information. The article 2.2.3
lett. 1) of the Stock Exchange Regulations also states, with specific reference to companies intending to
obtain listing of own shares with the 'STAR' qualification, the compulsory appointment of a
professionally qualified person from within their organisational structure (Investor Relator) in charge of
specifically managing relationships with investors.

Regarding the above, and in accordance with the recommendations of Principle 9 of the Self-discipline
Code, the Company's Board of Directors appointed during the meeting held on 24" July 2006 Mr.
Giacomo Bignucolo as Investor Relator and responsible for relationship with investors.

Finally, Ascopiave has set up a specific ‘investor relations’ section within its website
(www.gruppoascopiave.it), in which information concerning the company and important for its
shareholders is available.

16. MEETINGS

In accordance with Article 11.1 of the Issuer’s Charter, the subjects legitimated by the authorised
intermediary may participate in the Meetings, in accordance with the current and relevant regulations.

Any legitimated subject may be represented by another person, not necessarily a shareholder, upon
presentation of a written proxy, in accordance with the current and relevant regulations. The proxy can
also be assigned electronically, through the procedures envisaged by regulations currently in force.
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Moreover, in accordance with the provisions set forth in the summons notice, the electronic
notification of the proxy can be sent by accessing the dedicated section of the Company's website, i.e.
by sending the document to the certified email address of the Company (Article 11, paragraph 2 of the
Company Charter).

The regulations concerning Board activities, applicable to listed companies, have been considerably
overhauled, following the coming into effect of Legislative Decree no. 27 dated 27th January 2010, the
adoption of Directive 2007/36/EC of the European Patliament and of the Council of 11th July 2007,
on the exercise of certain shareholders’ rights in listed companies (the so-called “Shareholders’ Rights
Directive” or “SHRD?”).

Now, therefore, the Shareholders’ Extraordinary Meeting dated 28th April 2011 has resolved to
integrate Article 11 of the Company Charter by adding the paragraph 11.3 which envisages that the
Company can appoint for each meeting an individual that may receive a proxy from those who have
the right to vote with instructions on how to vote on each or some of the proposals on the agenda.

In order to facilitate Sharcholder participation in the Meetings, the Charter also specifies that the
Meeting may take place with interventions in different, separate and distant places that are audio/video
connected, as long as formal meeting procedures and the principle of good faith and equal treatment of
shareholders, are respected (Article 12, paragraph 1 of the Charter).
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Regarding Guideline 9.C.3 of the Self-discipline Code, the Company’s Ordinary Meeting held on 5th
July 2006 resolved to adopt Meeting Regulations (subsequently amended by the Meeting held on 28th
April 2008 and by the Meeting held on 28th April 2011), which came into effect as from the date of the
Start of Negotiations(http:/ /www.gruppoascopiave.it/investor-relations/assemblee.pdf).
These Regulations are specifically aimed at governing the Shareholders’ Meetings, guaranteeing
a correct and orderly holding of such, and, in particular, the right of each shareholder to intervene on
the matters under discussion. It constitutes a valid instrument by which to guarantee protection of all
Shareholders’ rights and the correct formation of the Meeting’s will.

The Regulations include that the Chairman shall lead the discussion, giving the floor to those who may
legitimately intervene (i.e. those who have the right to participate in the meeting based on the law and
Charter), who may have requested it.

Those with a right to intervene who wish to speak, must request to do so of the Chairman, after his
having read the item on the meeting agenda to which the request refers, and after discussion has been
opened, before the Chairman declares discussion of the item over.

Said request must be made by the raising of the hand, should the Chairman not have arranged for a
written request procedure. Where procedure involves the raising of the hand, the Chairman will allow
the person who has raised his hand first to speak. Should it be impossible to establish who raised his
hand first, the Chairman will allow participants to speak in accordance with the order established by
himself, in his own judgement. Where a written request procedure is implemented, the Chairman shall
allow participants to speak based on the order of entry.

The Chairman and/or on his invitation, the Directors and Auditors, regarding their respective
functions or as the Chairman deems fit in relation to the meeting agenda, shall answer those
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legitimately able to participate, after each intervention, or rather after having completed al interventions
on each item on the agenda, in accordance with what specified by the Chairman.

Those who have the right to intervene, the Directors and Auditors, have the right to speak on each of
the items on the agenda, and to formulate proposals to their regard.

Those with a right to intervene can ask questions related to the matters in the agenda even before the
meeting, through the procedures specified in the summon notice.

The questions submitted prior to the Meeting by those with a right to intervene, are answered during
the Meeting itself, provided that the requested information has been accessible according to the
applicable regulations and as long as the Chairman is able to give a single answer to the questions
concerning the same topic.
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In light of the amendments to regulations concerning related party transactions pursuant to the
Regulations adopted by Consob with resolution no. 17221 on 12th March 2010 (and further
amendments) and taken into consideration the new regulations introduced by Legislative Decree.
10.27/2010 implementing the Directive 2007/36/EC (the so-called “Shareholders’ Rights Directive”,
the Shareholders’ Meeting held on 28th April 2011 has resolved to integrate the Company Charter by
adding a new article recorded as “Related party transactions”. This regulation gives the Board of
Directors the possibility to approve the transactions of greater relevance within the scope of the Board
of Directors as well as to implement the transactions of greater relevance within the scope of the
Shareholders’ Meeting, despite a contrary opinion of the Independent Directors, provided that the
shareholders meeting authorizes and approves the transaction’s execution and the Shareholder’s
Meeting itself takes its resolutions both based on the legal majorities and on the favourable vote of the
majority of unrelated voting shareholders and provided that the unrelated shareholders present at the
Shareholders ‘Meeting represent at least 10% of the share capital with voting rights
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The Board has reported back to the Meeting on the activity performed and planned, and has acted to
ensure that Sharcholders are suitably informed as to all elements necessary in order to taking a
knowledgeable decision, where such is the task of the Meeting. 5 (five) Directors have attended the
meeting held on 28™ April 2016.

The method of exercise of the Compensation Committee functions were presented to the
shareholders, during the meeting, on 28" April 2016, by the publication of the Report on
Compensation and the discussion about the contents of the same.

In 2016, no communications have been sent, pursuant to Art. 120 of the Financial Law.

The Issuer believed there have been no significant changes to the capitalisation of the Issuer market or
to the structure of its subsidiaries that would require changes to be made by the Shareholders' Meeting
to the Charter, in relation to the percentages specified for the year of the prerogatives protecting
minorities. To this regard, we would specify that in applying Article 144 quarter of the Consob Issuer
Regulations 11971/1999 for the presentation of lists for the appointment of members of the Board of
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Directors and the Board of Auditors, Articles 15.2 and 22.2 of the Issuer’s Charter require a percentage
threshold of 2.5% of the share capital with voting rights, or other percentage that may be specified or
stated by provisions of law or regulations.

17.FURTHER OPERATIONS OF CORPORATE GOVERNANCE

In 2012, the Board of Directors of the Issuer approved, and updated on 16" June 2016, the
"Guidelines on the exercise of management and coordination powers of the parent company" which
governs the management and coordination executive procedures, the flows of information and control
between the Issuer and its subsidiaries, in compliance with the prerogatives provided by the
unbundling legislation for the Independent Provider and for the vertically integrated company (so-
called unbundling). The Guidelines have been adopted by the boards of the subsidiary companies and
after adopted by each administration body of these, is an integral part of the Group governance system.

18. CHANGES SINCE THE END OF THE YEAR IN QUESTION

No changes in the corporate governance system adopted by the Issuer since the end of the fiscal year.
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TABLES

TABLE 1: INFORMATION ON OWNERSHIP STRUCTURE

NP° Shares % vs. Share Capital Listed/Non-Listed Rights and Obligations

Ordinary Shares 234.411.575 100% STAR Each share is equivalent to

one vote.

Shateholders’ rights and
obligations ate those stated
in Articles 2346 et seq civil
code and company charter

MAIN SHAREHOLDINGS AS AT 31 DECEMBER 2016 (PURSUANT TO ART. 120 TUF)

Declarant Direct Shareholder Ownership % of Ownership % of
ordinary capital voting capital
Asco Holding S.p.A. Asco Holding S.p.A. 61,562% 61,562%
Ascopiave S.p.A. Ascopiave S.p.A. 5,203%(i) 5,203%(i)
Comune di Rovigo ASM Rovigo S.p.A. 4,419% 4,419%
Amber Capital UK LLP Amber Capital UK LLP 3,093% 3,093%

Figures refer to shares actually owned by Ascopiave S.p.A. as at 31%t December 2014, including n. 1.975 bonus shares, carrying
value € 1.0
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TABLE 2: STRUCTURE BOARD OF DIRECTORS AND COMMITTEES

Board of Directors Control al.ld Risk Remuneration Committee
Committee
Date ) . . . N. other
. Date first Start of End of List Non- | Indip. da Indip. ) " " - " -
Position Components Bic:rh apptment * Term Term | ExeC exec. Codice TUF Oﬁlifs ®) ®) ) ®) )
Chairman . Fin Stats
28/04/2011 | 24/04/2014 - - -
CEO » Fulvio Zugno 1952 8/04/20 /04/20 2016 M X 0 16/16
. . Fin Stats
Director | Dimitri Coin 1970 28/04/2011 | 24/04/2014 2016 M - X X X 0 16/16 P 5/5 P 2/2
. . Fin Stats
Director | Quarello Enrico | 1974 14/02/2012 | 24/04/2014 2016 M - X - - 0 16/16 M 2/3 M 1/1
. . Fin Stats
Director | Pietrobon Greta | 1983 24/04/2014 | 24/04/2014 2016 M - X X X 0 10/10
. . Fin Stats
Director | Paron Claudio 1951 19/06/2014 | 19/06/2014 2016 m - X X X 0 7/8 M 2/2 M -
TERMS EXPIRED DURING FINANCIAL YEAR
Director | Dernardelli 1966 | 28/04/2011 | 28/04/2011 | TS@S oy X X X 0 6/6 M 2/2 M 1/1
Giovanni 2013
. Colomban Fin Stats
.. 28/04/2011 | 28/04/2011 -
Director Massimino 1949 8/04/20 8/04/20 2013 m X X X 5 2/6 M 0/2 M 0/1
Director | Piva Bruno 1946 24/04/2014 | 24/04/2014 | 22/05/2014 | m - X X X 0 2/2 M 1/1 M 1/1
N. of meetings held during financial year: 16 Control and Risk Committee: 5 Remuneration Committee: 2

State quorum requested for the election of one or m

ore minority directors (Art. 147-ter TUF): 2.5%

OBSERVATIONS

The symbols listed below should be entered in the “Office” column:
« This symbol indicates the director in charge of the internal control and risk management system.
¢ This symbol specifies the person responsible for the Issuer’'s management (Chief Executive Officer or CEO).
o This symbol indicates the Lead Independent Director (LID).

* The date of first appointment of each director is the date on which the director was appointed for the first time (ever) in the issuer’'s Board of Directors.

** This column shows the list from which each director has been appointed (“M”: majority list; “m”: minority list; “BoD": the list submitted by the Board).

*** This column specifies the number of offices held as a director or auditor by the person in question in other companies listed on regulated markets, including foreign markets, in financial, banking, insurance or large companies. The Report on corporate governance exhaustively lists the

offices.

(*). This column indicates the attendance of directors at the meetings of the BoD and the Committees, respectively (number of meetings attended compared to the total number of meetings at which attendance was possible).

(**). This column specifies the role of the director within the Committee: “P”: Chairman; “M”: member.
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TABLE 2: OFFICES OF THE DIRECTORS IN OTHER COMPANIES

Report on Corporate Governance and Company Structure 2016

Massimino Colomban Office Company
Member Board of Directors Save Engineering S.p.A.
Governing Director Quaternario Investimenti S.p.A.
Member Board of Directors Sedicidodici S.r.l.
Member Board of Directors Xepta Holding S.r.l.
Member Board of Directors LAFERT S.p.A.
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TABLE 3: STRUCTURE OF THE BOARD OF AUDITORS

Board of Statutory Auditors

. Date first List Auditor Attendance in | Other offices
Office Members Date of Birth apptment * Start of Term End of Term (M/m)** Independence | meetings *** held **%*
President Marcellino 1945 24/04/2014 24/04/2014 Fin Stats 2016 m X 5/5 5
Bortolomiol
Standing . . .
. Elvira Alberti 1954 28/04/2011 24/04/2014 Fin Stats 2016 M X 8/10 0
Auditor
Standing . . )
Auditor Luca Biancolin 1952 24/04/2014 24/04/2014 Fin Stats 2016 M X 5/5 0
Alternate . )
Auditor Dario Stella 1968 24/04/2014 24/04/2014 Fin Stats 2016 m X - -
Alternate . .
Auditor Achille Venturato 1966 24/04/2014 24/04/2014 Fin Stats 2016 M X - -
Auditors retired during accounting period
President | CiovanniZancopé 1955 28/04/2011 28/04/2011 Fin Stats 2013 m X 5/5 0
Ogniben
Standing )
Auditor Paolo Papparotto 1969 28/04/2011 28/04/2011 Fin Stats 2013 M X 3/5 4

Number of meetings held during financial year: 10

State quorum requested for the election of one or more minority directors (Art. 148 TUF): 2,5%

OBSERVATIONS

* The date of first appointment of each auditor is the date on which the auditor was appointed for the first time (ever) in the Issuer’'s Board of Auditors.

** This column shows the list from which each auditor has been appointed (“M": majority list; “m”: minority list).

*** This column indicates the attendance of auditors at the meetings of the Board of Auditors (number of meetings attended/number of meetings held during the actual term of office of the person in question).

=+ This column shows the number of offices held as a director or auditor by the person under consideration pursuant to art. 148 bis of the Unified Finance Law (TUF) and its implementing provisions contained in Consob Issuer Regulations. The complete list of offices is published
by Consob on its website in accordance with art. 144- quinquiesdecies of Consob Issuer Regulations.
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TABLE 3: OFFICES OF THE DIRECTORS IN OTHER COMPANIES

Paolo Papparotto Office Company
Standing Auditor (term excpired
24/04/2014)
Standing Auditor Rossfin S.p.A.
Standing Auditor BH 4 S.p.A.
Standing Auditor BH 5 S.p.A.
Director Patrimoni Affidati S.p.A.
Marcellino Bortolomiol Office Company
President Board Statutory
Auditorse (starting 24/04/2014)
President Board Stat Auditors Beni Stabili SIIQ S.p.A.
President Board Stat Auditors Beni Stabili Development S.p.A.
President Board Stat Auditors Sipa S.p.A.
President Board Stat Auditors Zoppas Industries S.p.A.
Member Board of Directors Banca Apulia S.p.A.
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ASCOPIAVE S.P.A.
Pieve di Soligo (TV), Via Verizzo n. 1030
Share Capital € 234.411.575,00 fully paid-up
R.E.A, Treviso — Tax Number 03916270261

REPORT OF THE BOARD OF STATUTORY AUDITORS TO THE
MEETING OF ASCOPIAVE S.P.A. SHAREHOLDERS PURSUANT TO
ART. 153, LEG D. 58/98, LEG D.39/2010 AND ART. 2429.3 CIVIL CODE

Dear Shareholders,

As a premise, the Board of Statutory Auditors performs the supervision activities
pursuant to Article 2403 Civil Code. The legal audit of the accounts pursuant to
Article 14. Legislative Decree 39, year 2010 has been assigned to the external
auditing company PricewaterhouseCoopers S.p.A. (PWC).

In the accounting period ended 31st December, 2016, we performed the supervisory
activities envisaged by law, pursuant to the principles of the Code of Behaviour for
the Board of Statutory Auditors recommended by the National Board of Certified
Public Accountants and Chartered Accountants.

With regard to the activities performed also in compliance with the Consob
Communication no.1025564 dated 6t April, 2001, subsequent amendments,
additions and specific indications contained in the Code of Self-Discipline, we report
the following:

We have kept watch on compliance with the law and the company charter at
intervals envisaged in Article 23.3 of the bylaws. We obtained, from the Directors,
the information relevant to all activities and the main transactions of economic,
financial and equity importance performed by the Company, its subsidiaries and
affiliates during the accounting period. In connection, we can reasonably affirm that
such operations are in compliance with the law and with the company charter, and

have not been deemed as overtly imprudent or hazardous or in contrast with the



resolutions passed by the management or such as to compromise the integrity of the

company’s assets. Moreover, in the memo submitted by the Directors to the Board

of Statutory Auditors as stated by law, there are no operations deemed in contrast
with the Company’s interests.

2) We have judged as complete the information submitted by the Board in its Report
on Operations about atypical and/or unusual transactions, including those with
subsidiaries, and or related parties. In their report on operations and explanatory
notes to the financial statements, the Directors list and describe the ordinary
activities with associated companies and intra-group. We believe such operations
are congruent and in the company’s best interests.

3) The External Auditors PWC S.p.A. have issued their reports in accordance with
Articles 14 and 16, Legislative Decree N. 39 dated 27t January 2010, regarding
the statutory and the consolidated financial statements of the Group as of 31st
December 2016, prepared under the International Financial Reporting Standards
— IFRS adopted by the European Union. Said papers reflect the following:

- “the financial statements represent, properly and truthfully, the equity and
financial situation of the company Ascopiave SpA as of 31st December, 2016, its
economic results, and cash flow for the period, in compliance with the
International Financial Reporting Standards adopted by the European Union and
with the provisions of Article 9, Legislative Decree N. 38 dated 28t February
2005”

- “the report on operations, the information in the corporate governance report and
the assets listed within are consistent with the financial statements of Ascopiave

SpA as of 31st December 2016”.



During the meetings with the external auditors, the parameters adopted for

preparing the financial statements and defining the main items of the balance sheet

and income statement were a matter of in-depth analysis.

4) No claims pursuant to Art. 2408 of the Civil Code were submitted during the year.

5)

6)

9)

No other complaints pursuant to Art. 2409 of the Civil Code were received during

the year.
Regarding the accounting period 2016, the fees of the external auditors, PWC

S.p.A. for the legal audit activities, amounted to € 363.000 (three hundred sixty-
three thousand), of which € 147.000 relating to the accounting and legal audit of
separate annual statements of the Parent Company; € 210.000 (two hundred ten
thousand) relating to the subsidiaries; € 5000 (five thousand) for Other Services
provided to Ascopiave S.p.A.

In view of the declaration of independence issued by PWC S.p.A. in accordance
with Art. 17.9a), Legislative Decree 39/2010 and regarding the functions
conferred upon it by Ascopiave S.p.A. and subsidiaries as detailed above, the
Board of Statutory Auditors deems there are no grounds to doubt the

independence of the external auditing company.

The Board of Statutory Auditors held 8 meetings regarding its own role.
It attended all of the 13 meetings held by the Board of Directors and the Ordinary
Meeting of the Shareholders on 28t April 2016.

The Board of Statutory Auditors also attended 5 sessions held by the Internal
Control and Risk Committee and 1 meeting of the Remuneration Committee.

We collected information and supervised, under our scope of work, on the
compliance with the principles of fair administration, through the acquisition of
data from Managers of the Group and meetings with external auditors, to the end

of mutually exchanging relevant facts and figures.



10) We collected information and supervised, under our scope of work, on the
consistency of the Company’s organizational structure, through the acquisition of
data from Managers of the Group, to the end of mutually exchanging relevant facts

and figures.

11) We assessed and kept watch on the consistency of the internal control system
and met, in our meetings, the Internal Auditing Manager of the Company, making an
in-depth analysis of the corrective measures proposed and receiving continuous
updates, on at least a quarterly basis, of the related status; in particular, examining
observations referred to ‘compliance’ issues. In this regard, we have taken note of
the activities performed by the Internal Auditing Manager during the year.

Our activities have revealed nothing untoward to deserve a mention of inadequacy or

criticality about the internal control system.

12) We supervised and evaluated the adequacy of the administrative-accounting

system as a reliable tool for representing operations correctly, through:

(i) examination of the report issued by the Officer responsible for the preparation
of Corporate Financial Statements about Administration and Accounting as

well as Internal Controls and Corporate Reports.

(i) receipt of information on a full and regular basis from the Managers of the

Group

(iii) relations with the Control Bodies of subsidiaries in compliance with Art.

151.1 and 151.2, Legislative Decree 58/98;

(iv) attending the works of the Internal Control and Risk Committee and the

Remuneration Committee;

(v) receipt of regular updates regarding the work performed by the Supervisory
Committee appointed by the Company pursuant to the provisions stated in the

Legislative Decree 231/2001.

We herein confirm that our inspections have revealed nothing untoward to
deserve a mention of criticality about the Administration and Accounting

system.



13) We collected information and supervised, under our scope of work, the adequacy
of the instructions given by the Company to its subsidiaries in compliance with Art.
114.2, Legislative Decree 58/98, via the acquisition of information from the
Managers of the Group, meetings with external auditors, exchange of information
from the Statutory Auditors of the Subsidiaries, to the end of mutually exchanging

relevant facts and figures.

14) Consequent to meetings with the External Auditors, in accordance with Article
150.2 Legislative Decree 58/1998, no facts or situations that should be highlighted

in the present report, have emerged.

15) We have focused our attention on the compliance with the Code of
Self-Discipline and the implementation of the Code of Ethics of Ascopiave S.p.A.,
pursuant to Article 149.1, C-bis, Consolidation Text where the Board of Directors
provides an update on the corporate governance and the management of the
Company and the Group, in coherence with the principles stated in the Code of Self-
Discipline issued by Borsa Italiana S.p.A., and also with the ownership structure
envisaged by Article 123 bis T.U.F.

The Board of Statutory Auditors has acknowledged the check performed by the

Board of Directors, with respect to the independence of the Board Members, verifying
the correct application of the benchmarks adopted; we examined the conditions of
independence taking into account the possession of the requisites on the subject
required by the Code of Self-Discipline.

16) We examined and obtained information about activities of an organizational and
procedural nature, following Legislative Decree 231/01 and 61/02, governing the
administrative liability of Public Bodies regarding violations under the scope of said
law. The Supervisory Committee appointed by the Board of Directors illustrated to
the Board of Statutory Auditors, the activities performed during 2016 and has found

nothing worthy of mention.

17) With regard to the provisions of “International Accounting Standards — IAS 24”

governing the definition of related parties, we herein report that the subject has been



thoroughly indicated in the section “Interaction with related parties” under the

chapter “Other comments to the annual report 2016”.

18) The Officer responsible for the preparation of Corporate Financial Statements has
issued the declaration pursuant to the guidelines of Article 154-bis, Legislative
Decree n. 58/1998, referring to the statutory and consolidated financial statements

of Ascopiave S.p.A., closing on 31st December 2016.

19) The Board of Statutory Auditors herein reports that Ap Reti Gas, Ascopiave
Group company, involved in natural gas distribution and metering operations, has

been operational since 1st July 2016.

Ascopiave S.p.A. has occupied the role of the holding for the Group for the share
market, focusing its activities on the supply of services to the other companies of the

Ascopiave Group.

The transfer of the gas distribution branch into Api Reti Gas S.p.A. has enabled the
application of the provisions under AEEGSI 296/15/R/com (Article 17) governing

the functional separation between distribution and sales of natural gas and power,

20) We are not aware of any other relevant facts or elements worthy of bringing to the
attention of the Shareholders.
In virtue of the above, on the basis of the activities of checks and controls done during
the course of the year, we envision no hurdles to the approval of the Financial
Statements as at 31st December 2016, along with the proposal of the Board of Directors
related to the distribution of dividends to the Shareholders.
Marcellino Bortolomiol, Chairman of the Board of Statutory Auditors
Elvira Alberti, Standing Auditor
Luca Biancolin, Standing Auditor

Pieve di Soligo — 31st March 2017
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INDEPENDENT AUDITORS’ REPORT IN ACCORDANCE WITH ARTICLES 14 AND 16 OF
LEGISLATIVE DECREE No. 39 OF 27 JANUARY 2010

To the shareholders of
Ascopiave SpA

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Ascopiave SpA and its
subsidiaries (“Ascopiave Group”), which comprise the consolidated statement of financial position as
of 31 December 2016, the consolidated statement of comprehensive income, consolidated statement of
changes in shareholders’ equity and consolidated statement of cash flows for the year then ended, a
summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the consolidated financial statements

The directors of Ascopiave SpA are responsible for the preparation of consolidated financial
statements that give a true and fair view in compliance with International Financial Reporting
Standards as adopted by the European Union, as well as with the regulations issued to implement
article 9 of Legislative Decree No. 38/2005.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing (ISA Italia)
drawn up pursuant to article 11 of Legislative Decree No. 39 of 27 January 2010. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing audit procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The audit procedures selected depend on the
auditor’s professional judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view, in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

PricewaterhouseCoopers SpA
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Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position
of the Ascopiave Group as of 31 December 2016 and of the result of its operations and cash flows for
the year then ended in compliance with International Financial Reporting Standards as adopted by the
European Union, as well as with the regulations issued to implement article 9 of Legislative Decree No.
38/2005.

Report on compliance with other laws and regulations

Opinion on the consistency with the consolidated financial statements of the report on operations
and of certain information set out in the report on corporate governance and ownership structure

We have performed the procedures required under auditing standard (SA Italia) No. 720B in order to
express an opinion, as required by law, on the consistency of the report on operations and of the
information set out in the report on corporate governance and ownership structure referred to in
article 123-bis, paragraph 4, of Legislative Decree No. 58/1998, which are the responsibility of the
directors of Ascopiave SpA, with the consolidated financial statements of the Ascopiave Group as of 31
December 2016. In our opinion, the report on operations and the information in the report on
corporate governance and ownership structure mentioned above are consistent with the consolidated
financial statements of the Ascopiave Group as of 31 December 2016.

Treviso, 31 March 2017
PricewaterhouseCoopers SpA
Signed by

Alessandro Mazzetti

(Partner)

This report has been translated into English from the Italian original solely for the convenience of
international readers
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INDEPENDENT AUDITORS’ REPORT IN ACCORDANCE WITH ARTICLES 14 AND 16 OF
LEGISLATIVE DECREE No. 39 OF 27 JANUARY 2010

To the shareholders of
Ascopiave SpA

Report on the financial statements

We have audited the accompanying financial statements of Ascopiave SpA, which comprise the
statement of financial position as of 31 December 2016, the statement of comprehensive income],
statement of changes in shareholders’ equity and statement of cash flows for the year then ended, a
summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of Ascopiave SpA are responsible for the preparation of financial statements that give a
true and fair view in compliance with International Financial Reporting Standards as adopted by the
European Union, as well as with the regulations issued to implement article 9 of Legislative Decree No.
38/2005.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (ISA Italia) drawn up
pursuant to article 11 of Legislative Decree No. 39 of 27 January 2010. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing audit procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The audit procedures selected depend on the auditor’s
professional judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of financial statements that give a true and fair
view, in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the financial statements give a true and fair view of the financial position of Ascopiave
SpA as of 31 December 2016 and of the result of its operations and cash flows for the year then ended
in compliance with International Financial Reporting Standards as adopted by the European Union, as
well as with the regulations issued to implement article 9 of Legislative Decree No. 38/2005.

Emphasis of matter

As described in the explanatory notes we highlight that, on 1 July 2016, Ascopiave SpA transferred the
gas distribution business to its subsidiary AP Reti Gas SpA, thus implementing the provisions of the
resolution AEEGSI 296/15 / R / com in the field of functional separation of natural gas and electricity
distribution from corporate activities of the Group.

Report on compliance with other laws and regulations

Opinion on the consistency with the financial statements of the report on operations and of certain
information set out in the report on corporate governance and ownership structure

We have performed the procedures required under auditing standard (SA Italia) No. 720B in order to
express an opinion, as required by law, on the consistency of the report on operations and of the
information set out in the report on corporate governance and ownership structure referred to in
article 123-bis, paragraph 4, of Legislative Decree No. 58/1998, which are the responsibility of the
directors of Ascopiave SpA, with the financial statements of Ascopiave SpA as of 31 December 2016. In
our opinion, the report on operations and the information in the report on corporate governance and
ownership structure mentioned above are consistent with the financial statements of Ascopiave SpA as
of 31 December 2016.

Treviso, 31 March 2017
PricewaterhouseCoopers SpA
Signed by

Alessandro Mazzetti

(Partner)

This report has been translated into English from the Italian original solely for the convenience of
international readers
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