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“There is a lot of activity
in progress in terms of
digitisation, but we haven’t

crossed the finish line.”
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This introduction to our annual report
provides you with an overview of who
we are and what we do. Key persons of
the group reflect on the past year and
give their view on the challenges to
come.
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Evolving the future

Energy markets remain in permanent evolution and are still subject to change. Encevo is a key player

in this evolution; building bridges towards a sustainable future growth, embracing the change and even
shaping the energy landscape for Luxembourg and the Greater Region. The group has gone to great effort
and initioted a variety of projects to stay ahead of the curve.

Marco Hoffmann
Chairman of the Board of Directors

How would you rate 2017 performance for the
Encevo Group?

Marco Hoffmann: Financial results are just one piece
of the puzzle when we talk about performance

and building for the future. Unlike the exceptional
opportunities 2016 presented in our Portfolio
Management, 2017 had positions that were less
favourable for us. On the grid side, the lower
remuneration rates at the beginning of the new
regulatory period in Luxembourg affected Creos
and hence the group’s financial results. The level of
investment was extremely high for Creos, but all the
extensions and modernisation of the grid remained
well within the allocated budget.

Jean Lucius: Many internal projects, notably in the
area of digitalisation, were launched for both Enovos
and Creos and are still underway. Although we did
not reach the record highs, all in all, we are pleased
with the overall performance in 2017.

Jean Lucius
Chairman of the Executive Committee
CEO Encevo S.A.

With the energy market still being in permanent
evolution, what is the strategic focus of the group?
Marco Hoffmann: 2017 saw work on a group-wide,
strategic review somewhat influenced by the Rifkin
process. Key areas of focus were confirmed, but
new avenues for investment and growth were also
identified and developed. One area we will develop
during the upcoming years is technical services; and
Luxembourg, as our core market, will become even
more important.

Jean Lucius: The German market will remain
important. The acquisition of the electrical grid from
STEAG, reinforces our position on the grid-side. We
managed to add the power grid to our gas grid,
and this should help our partnerships with municipal
utilities (“Stadtwerke™). We had this know-how
before, but now we can advertise it on a regional
scale; from energy trading, through sales activities,
to grid technology, we are a complete partner for
municipal utilities. This will help further develop

our business in Germany. Our strategic review of
activities in Belgium and France is still on-going.
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Were there any internal implications in this regard?
Jean Lucius: In 2017, we felt it important to formulate
corporate values for the group. Our values embody
not only our day-to-day business practices, but also
our attitude towards our colleagues and customers.
We launched a process with our employees, to define
four core values; Respect, Team Spirit, Commitment
and Excellence compliment and build on each other.
We are convinced that these values will help us
implement our new strategy.

You already mentioned the Rifkin process in the
context of the strategic review. It has been a little
more than a year since the presentation of the
study. Has this already impacted Encevo Group?
And what does the future hold in this regard?
Marco Hoffmann: The Rifkin study confirmed
different areas of existing Encevo Group activity.
For example, we raised our ambition both for an
increase in production of renewable energies and in
energy efficiency. Creos will continue to invest heavily
in critical elements such as reinforcing the grid. An
increase in wind energy through the repowering of
existing or the building of new parks requires more
capacity on the grid side. As for Enovos, the level
of investment will also remain high. In addition to
new wind parks, there will be extensive investment
in solar projects. This is a great opportunity for our
group. Most of these commercial activities and grid
investments will be made right here in Luxembourg.

“Most of the commercial
activities and grid investments
will be made right here in
Luxembourg”

Marco Hoffmann
Chairman of the Board of Directors

How has the role of the parent company evolved in
the past year?

Jean Lucius: Encevo took the lead in the strategic
review and, based on the result, adapted our internall
organisation. We see the value of decentralisation,
so are according greater autonomy to the people
working in operations. In parallel, we improved the
tools we use to conduct business and will achieve
more transparency regarding unit performance.
Working in a more decentralised way also means
that support functions in our holding must be closer
to the business.

Executive Committee
Encevo S.A.
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What are the main regulatory challenges the group
will face?

Marco Hoffmann: Regulation plays an increasingly
important role in our sector. Grid business faces
pressure on costs as remuneration is aligned to
financial market conditions; where we observe

a downward trend. The 'Clean Energy for all
Europeans’ package is also still very significant for
our group. It has a major influence on Luxembourg
legislation, and we will have to adapt. This primarily
concerns Creos, which must find the right balance
between distributed energy production, and central
grid management. The 'Clean Energy Package’
grants national authorities enough flexibility to
adjust to local conditions and circumstances.

What do you retain from the past year for Enovos
and Creos?

Jean Lucius: 2017, and 2018, are transition years.
There will be many internal projects, mainly on
digitisation. The first results will be seen in two or
three years, although there are already some first
achievements. For example, workforce management
is now fully digital within Creos; for Enovos, contract
offers are generated faster and automatically from
the customer profiles. There is a lot of activity in
progress, but we haven't crossed the finish line. Our
focus must be on implementation.

GROUP STRUCTURE

What do you consider the biggest

challenge ahead?

Jean Lucius: The biggest challenge is all the new
technologies under development. There are several
challenges ahead; digitisation, the on-going creation
of new products and services for our customers,
and the development of distributed energies.
Advancement of all these related technical services
is needed for us to become a one-stop-shop. We
must adapt our business model, or even find a

new one, to meet these challenges. We must also
optimise, wherever possible, to prepare for when
more and more customers have PV panels on

their rooftops, and electric cars charging in the
garage. It's a huge challenge to manage efficiently -
commercially as well as for the grid.

Marco Hoffmann: Electric mobility will be a key
element for Luxembourg’s future mobility in general,
and an enviable opportunity for the group. The
large-scale deployment of electric mobility will
further increase the need for electricity, but also
calls for the appropriate infrastructure to be able to
serve the customer. The State’s decision to deploy
adequate charging infrastructure throughout the
country is very positive and sets the basis for further
development. We will see in the coming months,

and years, if the industry proposes adequate offers
of cars to convince people of the efficiency and
convenience of this new technology. Electric mobility
will happen, and we will help move it forward quickly.

Creos
Luxembourg S.A.

Enovos
Luxembourg S.A.

88.98%

Enovos
Deutschland SE

Creos Deutschland
Holding GmbH
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“The Rifkin study confirmed different areas
of Encevo Group activity. For example, we

raised our ambition both for an increase in
the production of renewable energies and

iIn energy efficiency”

Marco Hoffmann
Chairman of the Board of Directors
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3 questions to Marc Reiffers

A strong commitment to
sustainability and a greener future

Marc Reiffers

Member of the

Executive Committee
CEO Enovos Luxembourg

What are the main success stories for

Enovos in 2017?

We are pleased with overall 2017 performance
considering that we faced a complicated
environment. For example, in Luxembourg, our
home market and sales position remained strong

in all customer segments due to competitive prices,
which were supported by high quality service levels.
In Germany, Enovos Deutschland restructured its
countrywide sales organisation and concentrated its
oversight functions to one site. German renewable
energy activities were expanded. Notably, the
Operations & Maintenance (O&M) portfolio was
enlarged to 600 MW, making Enovos one of

Germany’s largest providers in the field. Internally,
we focussed on projects and programs that move us
toward operational excellence, but these results will
only be seen a few years from now.

Enovos has long incorporated sustainability and

a greener future into its core mission, which has
received another push by the Rifkin study. How has
that impacted Enovos?

Energy efficiency, ecomobility and an increase in
renewable energy production are the main areas
for Enovos in the Rifkin process. Electric mobility is
on the rise and the projected 800 public charging
stations, of which nearly 100 are already in use,
clearly show this. This calls for adequate products
for the customer such as our fully digital ecomobility
offer. But the large-scale deployment of electric
mobility will also increase the need for electricity.
Hence, the increase in production of renewable
energy becomes even more important. We will grow
production, notably by developing wind power. But
the commitment to sustainability and a greener
future was, and is, mirrored in our sales products.
Take for example nova naturstroum. It is produced
entirely from renewable sources, with a focus on
strong local and regional production. 69% of the
nova naturstroum mix is locally produced. The rest
comes from renewable sources in Europe. It shows
our commitment to sustainability, to a greener future,
and also to local communities.

What will be the most important challenges for
Enovos?

Our focus is to become more and more digital; to
implement digitisation across all internal processes,
and to offer digitally accessible products and
services on the market. Another challenge will be to
enter the field of technical energy services; becoming
a one-stop-shop for our customers, where they can
find all the answers for their energy needs. But these
are just two points we must develop. We have indeed
a lot on our agenda.
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Interview with Claude Seywert

Getting ready for a smart world

What was the biggest success for Creos in 2017?
Clearly, the biggest step Creos took in 2017, was
interconnecting its high-voltage grid with Belgium.
Though this interconnection is currently still only in
the technical trial phase, the fact that we managed
to put it into place - with our neighbouring TSOs
Amprion and Elia - is a major accomplishment for
the project team. This is the first link between the
German and Belgian market areas. It is also a major
development for Creos as we now must ensure
substantial additional TSO roles, one illustrative
example, is entering into a direct relationship with the
regional security coordinator TSCNET.

We are also quite proud of three other achievements:
the introduction of electronic market-commmunication
in Luxembourg in October, the successful
management of the ramp-up to full speed of the
national smart meter roll-out, and the deployment of
the first wave of charging stations for electrical cars
throughout the country.

How do you see the outlook for 2018 and beyond?
For 2018, Creos will continue the grid infrastructure
investment program at the same high level as
previous years. We are following the growth of the
country by reinforcing the grid where necessary;,
and we are getting ready for a “smart” world. We
must also maintain our pace on the smart meter
and loading station roll-out throughout the year
and into 2019, which is no small endeavour. Visible
developments of Creos over the next years will
include the construction of our new headquarters
and operating centre in Luxembourg city (for which
we broke ground in 2017), as well as beginning
construction of a new grid control centre in
Bettembourg.

What do you consider the most important
challenge for Creos?

Considering the latest industrial developments in the
country, its population growth, the further spread of
renewable power production, the rapid electrification
of our mobility, etc. (trends fully described also in

the “Rifkin” strategy of our government), we can

see that we will reach the capacity limits of our grid
in the medium-term. Therefore, we must review our
grid development plan and start to prepare the “next
step” in the evolution of our infrastructure. Obviously
this will be done in collaboration with neighbouring
countries and will take into account (as much as
possible) the technological evolution towards a
“smart” world and further decentralisation of the
energy landscape.

Claude Seywert
Member of the Executive Committee
CEO Creos Luxembourg
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3 questions to Erik von Scholz

Build on our success

In addition to your responsibility for the Corporate
Development of the group you have taken over the
responsibility for the renewable energies activities
in March 2017. What are the major success stories
in 2017?

It was a challenging year for Corporate Development
& Strategy, and the Renewable Energies teams.
Following an ambitious and arduous strategy review,
the group decided to focus on its core markets and
our internal organisation was adapted accordingly.
We took full control of NPG Energy, our subsidiary

in Belgium and reduced our exposure in biogas. As
well, we committed substantial resources to repair
two biogas units. We sold our wind activities in
France and concentrated our teams’ activities in
Luxembourg on developing our solar business. We
expanded our asset base in Germany through the
acquisition of a local electricity grid operator.

What is your outlook for 2018 and beyond?

Our focus is to build on 2017 successes and to
position our group as a leading player in shaping
the energy sector of the Greater Region, as it evolves.
| am confident that we will enjoy our first success
stories with our photovoltaic (PV) activities in
Luxembourg and will develop renewable activities
in Germany; focusing on PV. Our group’s positioning
as the regional reliable partner for public utilities

in the southwest regions, will allow us to further
develop regulated and non-regulated activities. The
finalisation of restructuring core activity for NPG,
and commissioning both biogas units in due time,
are also two important endeavours. Once this is
achieved, we will analyse potential development
scenarios, as the Belgian market also offers
opportunities in the PV sector.

What do you consider to be the critical factor for
success?

Our people are integral to our success. Our intent

is to further improve collaboration between

our teams and empower our managers to be
comfortable with the appropriate level of decision-
making. Our corporate culture must be adapted

to increasing competition and uncertainty in our
market. Digitalisation will progressively transform the
business - both in terms of processes and customer
interaction; it is essential to develop our know-how

in technical services. This means choosing the right
battles and optimising our cost structure. There is a
lot on our agenda, but we know we can count on our
skilled and hardworking staff to succeed.

Erik von Scholz

Member of the Executive Committee

Head of Corporate Development and Strategy
Head of Renewables
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Interview with Michel Schaus

Operational Support services
olay a key role

Could you describe some of the key contributions
that Operational Support Services bring to the
organisation?

When it comes to facing an increasingly complex
environment, our employees are our greatest asset.
Operational Support Services play a key role in
assisting the organisation to meet elaborate energy
market challenges. Just to mention one example,
being active in four countries and in various fields,
means our legal department must constantly keep
up with four different jurisdictions in both general
and very specific topics to be able to efficiently
counsel the organisation. We aim to bring specific
expertise, give the right advice and provide relevant
and efficient tools, thereby acting as an enabler

for a flexible and responsive organisation. This
approach is particularly noticeable in the field of
project management, where the dedicated ‘project
management culture and collaboration” programme
has enabled, and continues to contribute to, the
group’s improved project management maturity
level. Furthermore, we increased our efforts around
talent management and established a catalogue
of competencies. This enabled us to better and
more effectively develop the employability of

our workforce and foster the acquisition of skills
essential to the group’s success. In some areas,

the high level of sophistication requires hiring ever-
increasing specialised profiles, while at the same
time, improvements in the process allow us to
reduce average recruiting time for new candidates.
We also strengthened the HSE (Health, Safety and
Environment) culture within the group; using training,
campaigns and other communication vehicles

to raise awareness regarding health, safety and
environmental matters among our personnel.

What are your CSR Highlights of 2017?

We are gradually moving towards a more integrated
approach. Our stakeholders support the view that
CSR topics are an integral part of the group’s
strategy. They expect to be provided with this
broader, more integrated perspective that affords

a transparent and logical account of value created,
both from a financial point of view, and from a wider
standpoint - in relation to environmental, social and
governance topics. From an external point of view,
this evolution can be seen, for example, in our choice
to integrate CSR into our annual report.

Our CSR Strategy was historically structured around

Michel Schaus
Member of the
Executive Committee
Chief of Operational
Support

6 CSR Commitments. In line with this more integrated
approach in 2017, Encevo Group committed to
contributing to the Sustainable Development Goals
(SDGs) and modified its CSR Strategy accordingly;
making the link between the SDGs, their national and
local implications, and the group’s activities.

What do you consider the main challenges ahead?
Digitalisation is certainly a key topic that concerns
all our services; bringing new opportunities that

we cannot afford to miss. Digitalisation will allow
employees to focus on more value-add tasks and
will also help improve communication within the
group. We aim to taoke advantage of innovative
technologies to strengthen a cooperative approach
where support functions are close to operations,
allowing them to fully focus on their core business.
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3 questions to Guy Weicherding

A cha

2017 financial results have deteriorated compared
to 2016, what are the main factors explaining the
lower performance?

As expected, 2017 was indeed a challenging year for
both commercial and renewable activities. Market
prices were still quite low albeit an upside trend,
especially in power, began in the 2 half of the year.
While sales prices could be kept at relatively stable
levels, sourcing prices increased due to the growing
impact of long term supply contracts. The results

of our renewable activities were also negatively
impacted mainly by the restructuring of our biogas
activities which started in 2016. Finally, 2017 grid
activities, faced lower financial results, while Creos
continued on its path of high investments, especially
in Luxembourg. The first year of the 2™ regulatory
period was characterized by lower remuneration
rates and lower allowable costs.

lenging year

To offset the lower revenues and margins, the
group continued to work on its cost base, and
launched a 2" cost improvement programme
during 2017 - F4F 2.0 - which already brought
initial savings last year, and is expected to bring
further significant savings in years to come.

Our EBITDA therefore comes in at EUR 193.6 million,
some 26.2% lower than 2016. It should be noted,
however, that in 2017 included EUR 10.8 million of
exceptional provisions, while 2016 enjoyed a positive
impact of EUR 15.1 million from reversing provisions,
both were mainly due to our renewables assets.
Excluding these two effects, 2017 recurring EBITDA
of EUR 204.4 million lagged the 2016 result by some
EUR 42.9 million, or -17.3%.
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What will the impact be of these lower operational
results on the group’s financial strength?

Actually, we had no negative impacts. On

the contrary, operating cash flow remained solid
with EUR 2011 million, albeit a decrease of some
EUR 37 million compared to 2016. The main
contributing factor was continued low working
capital requirements, amongst others, but also a
lower net cash-out from investments. While gross
investments of nearly EUR 200 million slightly
exceed the 2016 figure, proceeds of some EUR 56
million from the sale of a building and a minority
stake in an ITC participation, lead to a total free
cash flow of EUR 60.9 million, slightly exceeding
the EUR 58.9 million of 20716.

Conseqguently, the group’s consolidated net
financial debt decreased for the 2" year in a row,
to EUR 473.8 million at end of 2017, a decrease of
EUR 28.4 million compared to the previous year.
This netted out a gearing ratio - net financial debt
compared to total capital and reserves - of 36.8%,
the lowest figures in 5 years. Total capital and
reserves compared to total assets also stayed at a
very sound level of 50.7%, the highest value since
2012, illustrating the group’s strong balance sheet.

What is your outlook for the next years?
2018 and 2019 should be similar to the 2017 in terms
of financial results; as energy sourcing costs and

lower remuneration rates in grid, again prevent us
from growing our operational results. Therefore, the
group will continue to work on its cost base to offset
some of these negative impacts. Investments will
remain at a high level, especially on the grid side,
and the group is contemplating entering the financial
markets during 2018 with the aim of raising the funds
required to support its ambitious investment plan -
market conditions, despite the recent long-term rate
increase at the end of 2017 and early 2018, remain
very favourable.

In the medium term, we are cautiously optimistic that
we will generate sustainable EBITDA growth again,
thanks to continued high investment in the grids,
from the impact of the group’s development of its
renewable activities, and new services.

The group will continue to
work on its cost base to
offset some of these negative
impacts. Investments will
remain at a high level,
especially on the grid side.

Key figures consolidated 2017 2016
Sales volume gas (TWh) 27.2 23.8
Sales volume electricity (TWh) n.4 13.3
Sales (EUR millions) 1,758.2 1,888.9
EBITDA (excl. exceptional items) 204.4 247.2
EBITDA (incl. exceptional items) 193.6 262.3
Operating cash flow 201.0 237.9
Free cash flow 60.9 58.9
Net profit (excl. exceptional items) 68.8 108.3
Net profit for the year (incl. exceptional items) 55.7 83.2
Total Assets 2,538.5 2,468.9
Capital and reserves 1,288.2 1,243.7
Net financial debt* 473.8 502.3
Capital expenditures 199.7 196.1

*including finance leasing obligations and net of cash and marketable securities.
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Encevo defines the group strategy as
well as governance and ensures financ-
ing for all group entities with a view to
guarantee the sustainable development
of the whole group. Through its skilled
and experienced staff of over 160 em-
ployees, Encevo also provides various
support services to group entities. The
following pages offer an insight into
what we have achieved in the various
domains of activity and our outlook on
the upcoming year.
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HIGHLIGHTS 2017

What has Encevo Group
accomplished?

REAL ESTATE & FACILITY MANAGEMENT

FOCUS ON HEALTH, SAFETY AND ENVIRONMENT (HSE)

2017 marked another year of continued reliable support to the core business; constantly challenging FM
service providers to deliver superior performance, in an increasingly difficult environment, is now part of daily
business. To further strengthen the group’s HSE culture, we conducted a series of activities to raise personnel’s
awareness regarding health, safety and environmental matters. Training sessions, information campaigns, and
a health & safety day, took place, as well as the recertification of the SGS Label and the further development
of KPI's for HSE. Within the scope of the continuous improvement circles of the ISO 50001 certification, we
examined and explored new real estate energy optimisation techniques and standards. As part of the real
estate strategy, the sales transaction of the Real Estate Strassen S.A. was completed, with the lease back of
the Strassen site. The planning and permission phase of two major construction projects CSL (Creos Siege
Luxembourg) , the new HQ of Creos in Luxembourg and CDB (Creos Dispatching Bettembourg), the new
dispatching building were finished and are entering the construction phase.

Emphasis is now on progressing construction, while simultaneously integrating facility management to
assure the best possible life cycle management of future assets.

GROUP ORGANISATION AND PROCESS EXCELLENCE

FACILITATING AND DRIVING
OPERATIONAL EXCELLENCE

Our Group Organisation & Process Excellence is steeped
in the digital transformation. This department’s core mis-
sion is to facilitate business operations; providing profes-
sional methods which improve overall performance and
efficiency (lean & digitised processes) and improve the
organisation’s capabilities to implement its strategy in a
time- and resource-sensitive manner. This focus is leading
the group to the next level of processes digitisation (incl.
elimination of paper) and enhancing how we manage our
tools, methods & processes.
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HUMAN RESOURCES

PROVIDING OPPORTUNITIES

Fostering a closer partnership with the business remained
one of HR’s top priorities in 2017. We improved our part-
nering ability during the company’s re-organization by
providing our expertise and acting in an advisory capacity
to our management teams. Furthermore, a regular on-site
presence enabled more than 150 employees to exchange
ideas on HR topics. We also finalized the first competency
framework in the organization, which will be deployed in
2018. The purpose of this tool is to identify competencies
which are crucial to business success, align them with our
employee roles, and support further people development.
Moreover, Encevo Group invested more than EUR 2 million
in training & development and organized over 120 training
sessions internally in 2017. This demonstrates the commit-
ment of our group to supporting professional growth. The
HR team hired 77 external candidates and successfully
completed 76 internal transfers, which clearly confirms our
strategy to provide internal opportunities to our people.

INFORMATION TECHNOLOGY

INFORMATION SECURITY AND PRIVACY

Encevo companies operate in markets affected by fast technical evolution, increased commercial competition
and enhanced regulation. To protect information entrusted to us by our customers, the group reinforced IT
security measures and launched digital security initiatives, which efficiently support our new business models
and proactively address cyber-risks. The group also strengthened its information security governance with

an Information Security Committee monitoring the enforcement of a group-wide information security policy.
The group also completed the first milestones towards its compliance with general data protection regulations
coming into force in May 2018.
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LEGAL DEPARTMENT
FOCUS ON CORPORATE RESTRUCTURING
AND RENEWABLE ENERGIES

In 2017, Encevo’s Legal Department was involved in
various M&A activities. In Germany, we oversaw the
transactional aspects of a regional grid acquisition. In
Belgium, the department managed the take-over of
Enovos’s direct subsidiary. As well as the sale of several
foreign renewable energy sector subsidiaries, the Legal
team supported the sale and lease back of one of the
group’s major real estate buildings through a share deal.
More generally, the department provided the business
units with training, policy updates and individual advice;
helping the group understand the changing legal and
regulatory environment (e.g. GDPR, European Clean
Energy Package, feed-in tariffs, etc.), supervised all
major litigation files, and assisted the Renewables and
Energy Services Departments with implementing

new projects.

INFORMATION TECHNOLOGY

ENCEVO GROUP GOES DIGITAL

The group pursued its digital transformation on three levels. First, the development
of digital business processes and operations to improve overall effectiveness; Creos
has notably finalised the digitalisation of its workforce for recurring maintenance
and inspection. Second, the digital customer experience to automate much of the
customer journey and reduce transaction costs, with elements like eshop (the new
web-based Point of Sales solution), or enocoach (that informs users about their real-
time consumption and gives energy-saving recommendations). Third, with digital
offerings and business models, the group targeted both the extension of existing
offerings to new digital channels, and develop new digital business opportunities
such as Arrive&Stay. This platform provides people who are relocating with support
for administrative tasks (e.g. energy provider, insurances, etc.).

INTERNAL AUDIT

INTERNAL AUDIT PLAN COMPLETED

The Internal Audit Department successfully completed its 2017 internal audit plan, approved by the Audit
Committee. Completed audits were mainly related to the following processes: real estate and facility
management, Belgian photovoltaic plants, Belgian wind farms and biogas plants. Upon the Executive
Committee’s request, Internal Audit also performed audits on human resources budgeting processes. The
department also successfully conducted follow-up on previous internal audit report recommendations.
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CORPORATE VALUES FOR THE GROUP
RESPECT, TEAM SPIRIT, COMMITMENT,
EXCELLENCE

In 2017, Encevo Group defined four core values in order

to help implement a common, group-level corporate
culture: Respect, Team Spirit, Commitment and Excellence
embody our day-to-day business practices as well as

our attitude towards our colleagues and customers.

The process of defining these values took the broadest
basis possible and was launched with our employees.
Embedding these values into our day-to-day operations
will also enhance our ability to adapt to the fast-changing
market conditions in our industry.

TEAM SPIRIT

INFORMATION TECHNOLOGY

SAP UNBUNDLING (SUN2)

In 2017, the group successfully finalised a challenging program aiming
at dividing a common SAP platform into dedicated SAP applications
for Enovos and Creos. The first objective was to comply with European
regulation; unbundling activities performed by the energy supplier

and the grid operator. The second objective was to implement an
architecture to support the new Luxembourg Market Communication
for electricity and gas, between Distribution System Operators (DSOs)
and suppliers, and Grid communications between Creos, other DSOs,
and LuxMetering. The third objective was to re-engineer the core

business processes of Enovos and Creos.

i GROUP ORGANISATION AND PROCESS EXCELLENCE

SUCCESS IN A CHANGING
PROJECT MANAGEMENT
CULTURE

2017 was a very successful year for this

i department. We deployed group-wide
guidelines for project management, defined

¢ and installed a Project Portfolio Management
structure, and portfolio reports increased

project health transparency. We adapted
project management life-cycles to specific
project types such as agile IT, business

development (invest/divest), renewables, and

process efficiency, to allow more flexibility and

i align with unique project needs. Compared

to 2016, the number of portfolio projects was

¢ significantly reduced; ultimately, our approach
ensures more focus on fewer, high-value

projects.
In 2017, the Process Excellence team

concentrated mainly on finalising high
i volume unbundling processes (Move In/

Move Out etc.) for a September go-live.
Completely new processes were designed

for Market Communication (new regulatory

requirement), and Smart Meter Management.

We demonstrated agility and efficient

knowledge management by re-using
processes in end-user testing, training and

videos; driving key projects to success.
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What challenges does

Encevo Group face?

GROUP ORGANISATION AND PROCESS EXCELLENCE

DESIGN BUSINESS PROCESSES FOR FUTURE
CHALLENGES

In 2018, we will focus on project benefit management, project selection
criteria, enhanced tool support, and advanced trainings for key project
managers. The first wave of in-house Encevo LeanSixSigma training

in 2017 (for process owners and process responsibles), will continue in
2018. This second wave will help us design business processes that can
address future challenges. We also expect to finalise re-engineering
the group procurement processes (End2End digitisation), with the

help of our project team colleagues. Finally, we will produce an initial
version of a common, shared-services balanced scorecard dashboard.
This tool will ensure we are very close to our business units; integrating
their service requirements to drive service improvements.

HUMAN RESOURCES

BUILD FROM WITHIN

Investing in our employees through development oppor-
tunities will remain of the utmost importance to support
business growth. Therefore, the HR team endeavours to
promote competency management tools for improved
process efficiency by keeping focus on business needs.
The development of the group training catalogue with
specific focus on competencies, was identified as essen-
tial to guaranteeing business success and will support this
mission. Promoting internal mobility in our company will
contribute to our “build from within” approach. It will give
further opportunities to our employees to develop their
competencies and build deeper understanding of Encevo
Group’s activities and services.

LEGAL DEPARTMENT

SUPPORTING CROSS-BORDER ACTIVITIES

In 2018, challenges for Encevo’s Legal Department will include assist-
ing in further M&A activities, as well as developing and implementing
new activities and products. More generally, the Legal Department will
continue to assist the group’s various business units with general legal
advice, proposing templates, and training to keep up with growing
complexity of legislation evidenced by permanently evolving market
legislation, and regulation in the countries where the group is active.
Finally, the Legal Department will continue supervising all major
litigation files.
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PART I
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A sound corporate strategy needs
to take into account all stakeholders’
concerns. This section describes the
group’s CSR approach and presents
some key aspects of 2017.
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Message from the
Executive Committee

Today’s European energy market is in constant evolution, and Encevo Group plays a proactive

role in shaping the future of energy production and distribution in the Greater Region. The group
believes in taking the long view; driving real sustainable progress. The group considers its
contribution to a sustainable future as an integral part of its strategy.

We are convinced that a thorough reflexion on CSR material aspects really helps the group steer

its activities toward long-term positive economic growth; with sustainable benefits for the economy,
the people and the environment. Reporting on this initiative provides the transparency our
stakeholders expect.

Looking back over the past few years, we are pleased to see that the group’s CSR approach has
become increasingly rooted and mature. The first report in 2013 raised internal awareness about
the group’s CSR initiative in Luxembourg; connecting with internal stakeholders is now easier and
brings more results. For improved transparency, the German entities have been included in the report’s
scope since 2014. The following years saw CSR reporting settle in as an integral part of the group’s
public communication. Building on these experiences, it is now time to move on to a more integrated
approach that better reflects the incorporation of CSR themes into the group’s strategic thinking.

In the meantime, in 2017, Luxembourg identified 6 priority areas of action to achieve the U.N.
Sustainable Development Goals (SDGs) on a national level: ‘Assure social inclusion and education
for all’, ‘Diversify the economy’, ‘Plan and coordinate land use’, ‘Assure a sustainable mobility’, ‘Stop
environmental degradation’” and ‘Protect the climate’. Encevo Group is willing to contribute to the
achievement of these overarching national goals in cooperation with the other local actors. More
specifically, the group structures and focuses its efforts on the key Sustainable Development Goals
for which it believes it has an active and direct role to play:

SDG 7: Sustainable and Clean Energy

SDG 8: Decent Work and Economic Growth

SDG 9: Industry Innovation and Infrastructure
SDG 11 Sustainable Cities and Communities

SDG 12: Responsible Consumption and Production
SDG 13: Climate Action

This first integrated report, focused on the SDGs, is an important milestone in our CSR approach. We
hope that this format will enable enhanced transparency and clarity for our stakeholders with regard
to our impacts and our contributions to a sustainable future.
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Shareholding

- 28.00% Luxembourg State

- AXA Redilion ManagementCo S.C.A. 23.48 %
ARDIAN Redilion ManagemantCo S 00 %

- 15.61% City of Luxembourg

encevo

—

_ 4.71% Post Luxembourg*

*Post Luxembourg acquired ENGIE’s shares on
February 21, 2018

Board of Directors of Encevo S.A.

Marco Hoffmann Chairman Aloyse Kohll Director
Benoit Gaillochet? 1'Vice-Chairman Prof.Dr. Uwe Leprich® Director
Tom Theves 2" Vice-Chairman Marc Reding Director
Michael Reuther?® 39 Vice-Chairman Georges Reuter Director
Werner Brinker Director Joachim Scherer Director
Frank Reimen® Director Dr. Geneviéve Schlink Director
Paul Konsbruck® Director Claude Strasser® Director
Charles Hutmacher Director Daniel Da Cruz® Director

1) Mr Benoit Gaillochet was the permanent representative of the director “AXA Redilion ManagementCo S.C.A.” until September 29, 2017 when
Mr Michael Reuther became the permanent representative of this director. Mr Gaillochet is now a director in his own name.

2) Mr Michael Reuther is the permanent representative of “AXA Redilion Management S.C.A” as from September 29, 2017. Until this date, he was a
director in his own name.

3) Mr Frank Reimen was appointed by the general shareholders meeting on May 9%, 2017 to replace Mrs Andrée Colas who ceased to be a director on
the same day.

4) Mr Paul Konsbruck was co-opted as a member of the Board on 30" September 2016 and his appointment was confirmed by the general meeting of
shareholders on May 9, 2017.

5) Prof. Dr. Uwe Leprich is the permanent representative of the director “Administration communale de la Ville de Luxembourg”.

6) In the context of the change in the shareholding of Encevo S.A. as of 21t February 2018, Mr Johan van Bragt resigned from his office as a member of
the Board of Directors of Encevo S.A. with effect as of the same date. Mr Claude Strasser, who had been elected Board member upon the proposal of
the Luxembourg State, resigned as of April 27t 2018. Further to these resignations, the Board co-opted Daniel Da Cruz as a new Director of Encevo
S.A. as of 27™ April 2018 upon the proposal of the Luxembourg State while Mr Claude Strasser was co-opted on 27" April 2018 upon the proposal of
the new shareholder Post Luxembourg, both with effect as from April 27 2018. Both co-optations are expected to be ratified at the annual general
meeting of shareholders to be held on 8" May 2018.

For further details regarding the membership in the Board of Directors of Encevo as of 31 December 2017, please consult the Annual Report of
Corporate Governance.

Status: April 2018
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Our CSR context
and approach

About the Sustainable Development Goals:

On September 25™ 2015, 193 United Nations
memlber countries adopted a set of goals to end
poverty, protect the planet, and ensure prosperity
for all, as part of a new sustainable development
agenda. Each goal has specific targets to be
achieved over the next 15 years. The European
Union has committed to implement the SDGs both
in its internal and external policies.

As such, and in accordance with Luxembourg’s
Prime Minister Xavier Bettel’'s declaration

of September 27" 2015, Luxembourg, along

with other member countries, is committed

to achieving these Sustainable Development
Goals. This intention was confirmed in 2017 with
the identification of priority areas of action for
Luxembourg on a national level.

Encevo Group supports the Sustainable
Development Goals and is committed to
contribute to their achievement.

Encevo Group examined the seventeen objectives
and divided them into three categories, taking into
account the group’s strategy, national priorities,
feedback from internal experts, and interactions
with its internal and external staokeholders.

As a result of this exercise, we have concluded
that the Encevo Group has a direct, active role to
play in six of the seventeen SDGs, a moderately
direct role to play in five, and an indirect role to
play in the remaining six. Consequently, we have
chosen to concentrate our attention on the six
most relevant objectives. This section explains
their materiality to us and our impacts and
contributions in these different areas.

VERY DIRECT

MODERATELY DIRECT

INDIRECT



Part | Our Mission 6 31
Part Il Our Achievements 18
Part Ill Our Social Responsibility 26
Part IV Annual Accounts 42

Withstanding adversity

2017 was marked by a challenging economic environment caused by, among other things,
high price volatility on wholesale markets and lower remuneration rates on the grid side.
The Encevo Group could count on the excellence of its teams to navigate in this turbulent
environment.

With over 1500 employees, Encevo Group is one of the largest employers in the Greater
Region and recognises its responsibility to invest in human capital. Facilitating the ongoing
professional training of collaborators is at the core of our human resources approach. As
well, like many larger organisations, the group is aware of its responsibility to consider
social impacts within the supply chain. As such, we are currently developing a framework
to improve performance in this important area in upcoming years.

From a corporate culture perspective, in 2017 employees were invited to participate in a
consultative exercise which refined a coherent set of company values, aligned with the
Executive Committee’s vision. The outcome of this exercise was a widely accepted set of
values: Respect, Team Spirit, Commitment and Excellence. Aware of the need to embed
these values in our day-to-day operations; we trust they will contribute to our ability to
adapt to the fast-changing market conditions that are the norm today. This commmon value
set is now being fostered at group-level, to provide a stable and resilient foundation for our
future development.

Caring for tomorrow - our inspiration for innovation

Since 2011 Enovos has supplied renewable electricity to its retail customers at no additional
cost. This demonstrated our long-standing commitment to develop and provide renewable
energy. With this in mind, Enovos, through its joint venture Soler increased wind power
capacity to 91 MW in Luxembourg. In terms of energy efficiency, the company continues to
play its role as an enabler, providing the technological background for energy reduction in
households as well as businesses. We are well aware of the challenges that lay ahead, and
of the need for further innovation to realise greater energy efficiency to live up to the EU
2020 goals. Going ever further in energy efficiency can only be achieved by leveraging the
full potential of technical expertise, innovation, creativity and our team’s outstanding focus
on our customer.

Wired for the future

Digitalisation, the backbone of 215t century development, is becoming more and

more influential within our industry. In 2017, we leaped forward in digitalising several areas
such as human resources management, invoicing, energy procurement and electronic
market-communication. We are also well aware that our industry is not shielded from

the disruption arising from new technologies such as block-chain, artificial intelligence,

and machine learning. An increasingly tech-savvy workforce is crucial to actively follow
developments in these areas and to be ready to make the most of emerging opportunities.
On the grid side, Creos see strategic challenges and opportunities. The full integration of
the European energy market was articulated by the Energy Union strategy in 2007. In 2017,
Creos took a major step in this direction by initiating the interconnection of its high-voltage
grid with Belgium. The reinforcement of the prosumer community, consumers producing
electricity themselves, requires an infrastructure capable of monitoring and regulating
energy uptake from these decentralized sources - smart-metering - while maintaining a
reliable supply level for all.

Last but not least, with the ecomobility trend in the Greater Region gaining more and more
ground, we see an increased adoption of electric vehicles. The Encevo Group plays an
essential role in enabling the spread of this form of eco-friendly mobility. Creos is actively
deploying charging stations in Luxembourg; the ultimate goal is to have 800 stations
available to the public by 2020. Enovos will be the main energy provider for the charging
stations and is committed to supplying them using 100% renewable energy.
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Dialogue with stakeholders

Who are the group’s stakeholders?

Encevo Group noticed a growing interest from
its stakeholders on many critical elements of its
activity. By looking from their perspective; the group Industry trade groups

was able to identify and prioritise the important Directors NGOs
aspects to report on. These include (but are not Media Employees

limited to) the economic performance of the Managers
group, its procurement and labour practices, its Researchers

energy efficiency and GHG emissions, its health encevo Customers
and safety methods and training programs and Staff delegations
its engagement towards local communities. To

date, the group acknowledges the importance of Suppliers
including its stakeholders in this process. It aims at Local communities
further developing its policies in order to include its Potential investors

stakeholders at all level of the CSR reporting process

(identification, prioritisation, validation and review). Future generations

Government bodies
European-Union

Competitors
Shareholders

An efficient strategy needs to take into account all the staokeholders’ interests. On top of the CSR Context and
SDGs described in the previous chapter, the group encourages feedback from its stakeholders and engages
with them to take their concerns into account in the definition of its CSR Approach. Employees are, of

course, at the core of this multilateral communication, but Enveco Group also communicates with customers,
suppliers, contractors, investors, local communities... In order to engage with these stakeholders, the group
initiated various technigues:

 Participation in “Clusters” with key stakeholders to discuss what really matters to them.

* Building of commitment networks such as “myclimate” or “Létzebuerg gétt Gas” to connect with those who
share the group’s values and create opportunities to go further.

* Engagement with local communities, promotion and support of exciting projects via the “Enovos
Foundation”.

 Participation to industry associations such as ENTSO-E ENTSO G, Eurelectric, ILA, FEDIL, IMS, Member of
FEDIL “Prix de I'environnement” Jury...

* Investment in cutting-edge technologies and connection with researchers through the “nova naturstroum
fund”.

* Internal meetings to identify relevant topics, concerns or issues.

* Signature of the mediation charter (an initiative coming from the “Centre de Médiation Civile et
Commerciale” - CMCCO), in an effort to favour dialogue where possible, even in the case of a disagreement
with a stakeholder.
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CSR material aspects

As announced during the previous reporting cycle, the materiality matrix underwent an important
overhaul this year. A number of factors influenced the CSR Steering Committee’s review decision,
including:

¢ findings from the internal consultation conducted in 2016 (see the 2016 CSR Report for details),
* the shift to an SDG-based (Sustainable Development Goals) format for the CSR Report,

* feedback and interactions with our stakeholders, and

¢ the use of certain indicators from the GRI Standards, instead of the G4 GRI Guidelines.

1. Economic Performance
2. Market Presence
IE 3. Indirect Economic Impacts
4. Procurement Practices
5. Anti-Corruption
6. Anti-Competitive Behavior
7. Materials
8. Energy
9.

HH

Water
10. Biodiversity
1. Emissions
12. Effluents & Waste
[ 9 |

13. Environmental Compliance
14. Supplier Environmental

Assessement
2 1
15. Employment

16. Labor Management Relations

17. Occupational Health & Safety

18. Training & Education

19. Diversity & Equal Opportunity
20.Non-Discrimination

21. Freedom of Association &

Collective Bargaining
22. Child Labor
23. Forced or Compulsory Labor
Material aspects for the Encevo Group 24. Security Practices
25. Rights of Indigenous People
26. Human Rights Assessment
27. Local Communities
28. Supplier Social Assessment
Economic M Environmentall M Social 29. Public Policy
30.Customer Health & Safety
31. Marketing & Labelling
32. Customer Privacy
33.Socioeconomic Compliance

Material aspects for stakeholders
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Employability

Why do we regard employability as a

material topic?

Employability is an important part of the HR
strategy because it fosters employees’ well-being
and performance.

Developing talents and enhancing employees’
competencies are key elements to motivate

and unify our workforce. It also helps our group
maintain a competitive advantage in terms of
growth and innovation.

What is our approach to employability
management?

We empower our employees to take ownership of
their development and employability. We support
them in defining their personal training plans

Personnel by entity 2017 (core companies)

and offer a learning environment that aids their
development. We aim to ease access to various
training solutions promoted in an internal group
training catalogue and online portal.

How can we evaluate our approach?

All training offered within the group is
systematically evaluated. The participants’
feedback, combined with input from their
managers, allows continuous improvement of
training content and quality.

A close partnership with the business and regular
follow-up based on the initial development
needs, ensure Encevo’s continuous growth and
sustainability in a rapidly evolving environment.

Luxembourg Germany
Encevo Enovos/Leo Creos/VdL Enovos* Creos

Hires and departures (Includes internal transfers)

Luxembourg
Encevo
Enovos/Leo m 15
Creos/VdL 38

Hires  Departures
Germany

Enovos* 32
Creos 7

Hires  Departures
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Age distribution by country

Luxembourg Germany

2016 20%
2017 20%

206 oK 17
2017 6%

2016 20%
2017 9%

Gender repartition by entity

Luxembourg

Encevo Men Women
2016
2017

Enovos/Leo Men Women
2016 33%
2017 34%

Creos/VdL Men Women
2016 8%
2017 12%

Germany

Enovos* Men Women
2016 37%
2017 42%

Creos Men Women
2016 13 %
2017 15 %

* Enovos in Germany includes Enovos Deutschland and Enovos Energie Deutschland.
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Health and safety

Occupational health and safety

To prevent major accidents, the HSE department
of Creos Luxembourg organized 722 trainings in
2017, covering risk-prone functions for their 371
employees. Creos Luxembourg is also a member
of 'VISION ZERCO’, a strategy which calls for a
common and integrated HSE approach, aimed
at reducing the number and severity of accidents
at work, commuting accidents and occupational
diseases in Luxembourg.

For harmful activities with tools, machines (e.g.
cutting discs, magnetic drills, cranes, forklifts)

or hazardous substances, our operators must
comply with detailed work instructions. Safety
officers conducted 130 spot (not announced) site
inspections in 2017, to check that instructions are
up-to-date and observed by blue-collar workers.
Risk identification and risk assessments (Fine &
Kinney method) for work activities are performed
and documented by the HSE department.

Based on the result of the risk assessment,
appropriate measures (e.g. implementation of
personal/collective protective equipment or work
instructions) are taken with the concerned parties.
Every employee, occupying a risk-prone function,
must attend “security conferences”, organized by
the HSE Department twice a year. During these
conferences, employees are updated on state-of-
the-art safety, and security issues can be reported
by participants. All accidents occurring in the
company, are disclosed and their causes are
published in these conferences to prevent similar
accidents from occurring in the future.

On the Encevo / Enovos side, the HSE approach is
also tailored to best target the risks encountered.
As the 2017 accidents were commuting accidents
only (13 in total), it is therefore natural that, in
addition to job-specific actions and first aid
training, key initiatives have been undertaken

in the field of mobility, including an awareness
campaign for drivers and pedestrians, as well as a
driver training course at the Colmar-Berg training
centre. In the field of prevention, an occupational
health and safety day helped to raise awareness
among employees and to transmit the right
moves and habits for the prevention of stress

and musculoskeletal disorders, with the help of a
sophrologist and an osteopathic physiotherapist.

Customer health and safety

Dredging activities in proximity to damaged
electrical cables and gas pipes can be dangerous
to third party providers. Third party providers and
customers can also be exposed to the dangers of
electric overhead lines (HV/MV/LV) in the public
area. As a utility that provides power and gas, we
take our responsibility for safety seriously. Flyers,
including behavioural rules, are available for third
party (dredger operator, tractor and harvester
drivers, fishermen, ceronauts) to increase
awareness about these risks.

Creos Luxembourg is concerned with the
prevention of waste, and environmental accidents.
We are in compliance with environmental
standards and in possession of the label
‘SuperDreckskéscht’ of Luxembourg (national
waste management).
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Renewable energies

Thanks to its renewable energy production of 663 GWh in 2017, Enovos has been able to provide the
equivalent of 165,850 medium-sized households totally with renewable energy and avoided by this
way the emission of more than 375,000 tons of CO,. The graphs below will give you an overview of the
installed capacity and electrical production per year and technology.

Capacity per Year and Technology [MW]
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Compliance

Socioeconomic Compliance

Why is this topic material?

Compliance is considered important because it aligns with the high ethical and governance
standards of the Encevo Group. It protects the group’s reputation, its business and is key to its
long-term sustainability.

Where do the impacts occur and what is the organisation’s involvement with the impacts?
The Encevo group’s activities entail compliance risks which are comparable to those encountered
by utilities active in the same segments in comparable geographies.

How is the topic managed?

The Encevo group has adopted a Code of Business Conduct which sets out the ethical and compliance
standards to which our employees comply. The group expects equally high standards from its business
partners. Additional policies have been adopted in various areas such as personal data protection,
conflicts of interest and insider dealing.

The group launched a personal data protection compliance program at the beginning of 2017 in order to
become compliant with the EU General Data Protection Regulation. It conducted a gap analysis in this
areaq, set up personal data registers and is implementing a plan which lists all actions required to ensure
compliance. These actions have been classified and scheduled based on priority levels.

In 2017, the group also adopted a more global compliance action plan, aimed at strengthening its
governance. Specifically, appointments of compliance and data protection officers, in the most
significant entities of energy sales and grid business, and actions within its compliance processes areas
(risk assessment, training, controls and internal audit).

Anti-Corruption Compliance

Why is the topic material? Where do the impacts occur?

Given that the Encevo Group is not active in high risk jurisdictions, corruption risks are not considered
very significant. However, to obtain a more granular view on where corruption risks may reside and how
they can be best addressed, the group intends to conduct compliance risk assessments which will cover
a variety of risks including anti-corruption.

How is the topic managed?

Clearly, Encevo Group has a zero tolerance policy regarding corruption. This principle is reflected in the
Code of Business Conduct, which also addresses, in greater detail, the related topics of ‘accepting and
offering gifts and entertainment’ and ‘conflicts of interest’. In addition, the Code of Business Conduct
includes a ‘whistle-blowing policy’, which protects employees who report improper or illegal practices.
It aims to ensure that possible cases of corruption may be confidentially reported through a specific
channel without risk of retaliation.

In addition, at the end of 2017, the group adopted a work instruction relating to conflicts of interest,
which will be implemented in 2018. This instruction put in place a process for top management and
their direct reports to systematically, on an annual basis, be requested to file a declaration of conflict of
interest. Other anti-corruption-related processes and controls may be put in place or, as the case may
be, strengthened depending on the outcome of the above-mentioned risk assessment.
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Our CSR team

Data Experts

Data experts were chosen for their deep and broad knowledge and experience in a given topic: finance,
governance, human resources, product development, purchasing, facility management, etc. They provide
support to the CSR Coordinator by:

e raising specific CSR-related issues,

* participating in materiality assessment tests,

* providing data and information on the activities within their field of expertise, and

* analysing complex data used to determine the level of achievement in various areas.

They are the most important interlocutors for topics that require specific input from an expert to ensure
clear understanding. With the CSR Coordinator, they built a solid framework to assess the group’s
sustainability practices. This framework is an evolving tool that is continuously improved to further
enhance self-knowledge, transparency and control of sustainability matters.

The CSR Coordinator

The Coordinator plays the role of facilitator and guide in the group’s CSR approach and methodology.

He:

* reviews and proposes updates to the group’s CSR approach and materiality analysis,

« coordinates the execution of the group’s CSR approach once validated,

* produces and delivers the CSR Report for the group, and

¢ acts as a point of contact and facilitates exchanges regarding CSR topics between the stakeholders
and the organisation.

The CSR Steering Committee

The CSR Steering Committee represents the Executive Committee for CSR-related topics, by:
¢ selecting and evaluating CSR projects and initiatives to be undertaken,

e providing senior expertise and contribution in the materiality analysis approach, and

e reviewing and validating the proposed CSR Approach.

The Executive Committee
The Executive Committee has the final authority on the launch of CSR initiatives and projects as well as
the validation of the CSR approach and materiality analysis.
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Message from the
CSR Steering Committee

As Luxembourg’s main energy supplier and grid
operator, a significant actor on the German
business-to-business (B2B) market, and an
emerging actor in France and Belgium, Encevo
Group’s mission is to produce and deliver energy
to households and businesses. Electricity, natural
gas and energy services dre necessary in the
daily activities of many people and businesses.
The group strives to maintain optimum quality
and availability of its products and services at
an affordable price, with continuous progress
towards greater sustainability.

The group’s Corporate Social Responsibility has
matured over the year, and 2017 was a year

of transition to a more integrated approach.
During previous years, our CSR performance
was structured along 6 commitments: business
ethics and transparency, sustainable investment,
staff employability development, health and
safety, environmental impacts reduction and
local communities. In line with Encevo Group’s
commitment in 2017 to contribute to the

U.N. Sustainable Development Goals (SDGs),

we modified our approach to better reflect
international trends and their local implications.
In terms of the reporting framework, we are
moving away from the ‘GRI G4 Guidelines’ and
towards the new ‘GRI Standards’ in our approach
to CSR reporting. We endeavour to work toward
a report prepared in accordance with the 'GRI
Standards: Core option’ and we draw inspiration
from the methodology and some GRI indicators
to structure the report and facilitate its reading
by our stakeholders. However, not all ‘GRI
Standards: Core option’ criteria reporting
requirements have been met yet.

The group’s effort in terms of CSR strategy

and reporting was formally acknowledged by
Luxembourg’s National Institute for Sustainable
Development and Corporate Social Responsibility
- (INDR). In November 2015, Enovos International
(now Encevo), Enovos Luxembourg, Creos
Luxembourg and the group’s Luxembourgish Real
Estate companies received the INDR’s ESR Label
which is valid for a period of 3 years (‘Entreprise
Socialement Responsable’/‘Socially Responsible
Business’). We are now working in continuous
improvement mode to renew this label in 2018,
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41

About this section

The section provides a view of Encevo Group’s Corporate Social Responsibility efforts. It is the fifth CSR
report issued by Encevo Group and focusses on its Luxembourgish and German entities. For the first
time, the CSR topics have been fully integrated in the Encevo S.A. Annual Report.

This 2017 CSR Report structure draws its inspiration from the international Global Reporting Initiative
Standards. It describes and analyses the economic, environmental and social impact of the group’s
activities which are used to set up a monitoring and development plan for the future. It also takes into
account the latest developments in national and international sustainability such as the Rifkin Study in
Luxembourg and the U.N. Sustainable Development Goals.

Report parameters
This report includes all activities associated with
the production and distribution of electricity and
natural gas in Luxembourg and Germany. This
includes the following associated services:
e infrastructure and grid management by Creos
Luxembourg S.A. and Creos Deutschland GmbH
* production, storage and sale of electricity,
of natural gas, and of energy services, by
Enovos Luxembourg S.A. and Enovos Energie
Deutschland GmbH
e support services from Encevo S.A. and Enovos
Deutschland SE

GRI Option

We endeavour to work towards a report

prepared in accordance with the “GRI Standards:
Core option” and we draw inspiration from

the methodology and some GRI indicators to
structure the report and facilitate its reading

by our stakeholders. However, not all reporting
requirements have been met yet.

As part of our continuous improvement approach,
a “work-in-progress” GRI Content Index is currently
under construction to provide more information
on the indicators used in this report and the topics
for which additional information will need to be
obtained to meet the requirements of the “"GRI
Standards: Core option”.

Reporting period

From 01/01/2017 to 31/12/2017

The CSR reporting period coincides with the
financial reporting period.

Most recent previous report
CSR Report 2016 published in May 2017

Reporting cycle
Annual

Contact points

Michel Schaus - Member of the Executive
Committee of Encevo - Chief of Operational
Support - michel.schaus@encevo.eu
Vincent Robinet - CSR Coordinator,

Encevo Group - vincent.robinet@encevo.eu

Assurance and verification

This report has been validated by the Encevo
Group CSR Steering Committee.

The CSR Steering Committee would like to thank
you, on behalf of the Encevo Group, for reading
this report, as well as all those involved in its
preparation and publication.


mailto:michel.schaus@encevo.eu
mailto:vincent.robinet@encevo.eu
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This last section is dedicated to the
Management Report and will provide
you with a general overview of the 2017
financial year and the results of our
operating  performances, including
additional information and commentary
on each segment of the statement.
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Management report

Encevo S.A. is the holding company for the energy supplier Enovos Luxembourg S.A., which is not regulated,
and the grid operator Creos Luxembourg S.A. which is regulated.

The consolidated annual accounts include those of Encevo S.A. and those of its affiliates (the “group”),
including 54 companies, of which 36 are fully consolidated and 19 are consolidated under the equity method.

Highlights

In 2017, the group’s home energy markets, mainly Luxembourg and Germany, showed continued strength
in terms of economic dynamic, growth and energy consumption. Whereas the group could maintain most
of its traditional market positions, the professional customer segments witnessed a strong increase in
competition coupled with decreasing margins. While sales margins were kept at stable level compared

to 2016, the annual results were negatively affected by disappointing operations in Belgium and France,
negative impact of long-term supply contracts, as well as by several impairments and provisions on
renewable energy generation assets. In grid, while investments continued at a high pace, the group was
also facing lower financial results in 2017, the first year of the 2™ regulatory period characterized by lower
remuneration rates and lower allowed costs.

The group has on-boarded the energy transition trend towards a more digitalized and service-oriented
business environment, supported and documented by the new European Clean Energy Package legislation
as well as by the "Rifkin” initiative launched by the Luxembourg Government. Aware of these material
challenges, the group entered 2017 in a deep strategic analysis that will re-orient its core activities in the
mid- to long-term.

Non-regulated activities

Commodity Sales

In 2017, consolidated natural gas sales by Enovos Luxembourg S.A. and its affiliotes (“Enovos”) increased to
272 TWh compared to 23.8 TWh in 2016, mainly from an increase in Germany, while sales in the Luxembourg
home market remained high and steady in all customer segments.

Electricity sales have decreased overall by 1.9 TWh to 11.4 TWh. Power sales in Luxembourg were in line with
the previous year and new products could be offered to the residential and professional customers whereas
volumes decreased in Germany mainly in the large scale customers segment, where the market environment
has been very challenging. The same is valid for both Belgium and France, where sales volumes could not be
increased at the speed and to the level expected.

Enovos Energie Deutschland GmbH, affiliate of Enovos Deutschland SE, restructured its country-wide sales
organisation and concentrated its overhead functions on one site; both initiatives were accompanied by a
reduction of workforce and hence an improved cost position.

In the Belgian market, the development of commercial activities in the residential market in Wallonia has
been the main focus during 2017. The commercial and operational success, however, of the new household
customer business-line remained, in the end, well below expectations, and, at the beginning of 2018,
Management decided to exit the activity and to impair the related investments. Regarding its business
with industrial, commercial and professional customers in Belgium, Enovos delivered, in close partnership
with a local technical installer (Ecoparfait), the first energy services (enosolar, enolight and energy audits)
and participated in the implementation of a new commodity offering platform (“one crm”). Thus, Enovos
maintained its position in a highly competitive commodity B2B market.

In 2017, Enovos had to adapt its offer to 2 major market evolutions in France: the implementation of the
Power production capacity mechanism, and the evolution of the regulation for gas storage obligations.
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Following the strategy defined in 2016 to cover the SME sector, Enovos France enhanced its dedicated sales
team with a network of independent Sales Agents active in the entire French territory.

Energy Solutions & Services
During 2017, Enovos Luxembourg S.A continued developing and selling products and services not linked to
commodity-contracts, targeting the residential, municipal and business customer segments in Luxembourg.

Some realizations are as follows:

¢ Enovos Luxembourg S.A. nearly tripled sales in Luxembourg of Enosolar (compared to 2016). Enosolar is
an all-inclusive residential solution for small photovoltaic systems;

* Storage solutions in first pilot projects with partner companies are continuously explored;

* Enovos Luxembourg S.A. existing positions as a leader in e-mobility in Luxembourg was further developed
and strengthened with more than 200 newly installed charging points;

* In the field of energy efficiency, additional projects of the product enolight - a replacement of lighting of
large industrial buildings with more efficient LED solution - have been initiated;

* In the context of the European Energy Efficiency Directive’s an increase of 25% in energy savings to
approximately 82 GWh out of more than 2.869 new energy saving projects was achieved.

In the area of digitalization and Internet of things (IoT) Enovos Luxembourg S.A. sold smart heating or smart
consumption solutions for more than 250 homes in an ongoing pilot phase. These solutions help customers
achieve energy savings, while improving their comfort (enosmart Tado and enocoach).

For the market in Belgium, the Energy Solutions & Services Department and a regional installation partner
sold several leasing and contracting solutions for rooftop PV and re-lighting for business customers (in total
850 kWp, investment of approximate EUR 1T million).

Furthermore, Enovos Luxembourg S.A. developed and implemented activities of an open innovation
approach, e.g. pilots with start-ups, testing their solutions for the Luxembourgish market. One strategic
objective is to get closer to innovative start-ups and identify promising new products, technologies and
business models early on.

Renewable Energies

In Luxembourg, the total net installed capacity by end of 2017 for Renewables was 112 MW with a total
production of 202 GWh. Assets comprise 91 MW of onshore wind, 20 MW of hydro power, and 1.6 MW

of photovoltaic installations. The 35 MW wind capacity installed at the end of 2016 by Soler S.A., Enovos
Luxembourg S.A’’s joint venture with SEO S.A,, yielded an additional 72 GWh of power production. The wind
project development activities of Soler S.A. continue to prosper and a capacity increase of more than 50 MW
is expected by the end of 2019.

In Germany, for Biogas the market environment remained difficult due to increasing regulatory requirements
which necessitated further on site investments coupled with maintenance investments in order to return the
assets to minimum technical standards. For PV O&M, Enovos continued its successful growth path with the
acquisition of Skytron’s O&M business including some 160 MWp control center contracts and 25 MWp of O&M
contracts allowing for consolidation and synergies both in scope and scale of the group’s PV O&M activities.
The PV O&M portfolio of 600 MW propels Enovos to one of Germany’s largest providers in that field. For PV
and Wind development remains difficult, with tendering processes for both PV and wind showing sharply
decreasing tariffs of (on average) 4.91 ct/kWh and 3.82 ct/kWh, respectively.

In Belgium, after the successful negotiation of the exit of our partner in NPG Energy NV and the takeover of
100% of the shares, a divestment of two Biogas units has been realized and investments for rebuilding the
remaining damaged two biogas installations have been engaged.

In France, the group has successfully divested, with effect in January 2018, its wind assets selling both French
wind parks to the regional French industrial partner Sergies.
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Regulated activities

2017 has again been a strong year concerning investments for Creos Luxembourg S.A. This large investment
program, driven mainly by the expansion of the high and medium voltage grid, the deployment of the smart
meters and the modernization/renewal of operating sites will continue in the next few years.

Besides reinforcing its own national grid, Creos Luxembourg S.A. has continued to be very active on the
European level by working together with the adjacent TSO’s in order to drive forward a regional market
integration respectively create new connections between adjacent markets.

In Power, a permanent interconnection of Creos Luxembourg S.A. with the Belgian grid (Elia) is planned in
different steps. In a first step, a phase shift transformer was installed in the existing infrastructure in order to
control the flows between the grids. The commissioning of the “Luxembourg-Ring” - the new High Voltage
Line east of Luxembourg city - further increased the possible transfer of power through the country. Therefore
Creos Luxembourg S.A., in coordination with Elia and Amprion decided on a technical “trial phase” go-live

of this first interconnection between the German and Belgian market areas in October 2017. At this point,

this new interconnection was fully embedded in all European systems. The trial phase, which tests the actual
available capacities on that line, will last for a year - after which a decision on full commercialisation of the
capacity will have to be agreed upon with all concerned TSOs and regulators.

In Natural gas, in close collaboration with Luxembourg’s regulatory authority (ILR) and Belgium’s Regulatory
Commission for Electricity and Gas (CREG), Creos Luxembourg S.A. and Fluxys Belgium S.A. had launched
on 1 October 2015 the integrated Belgian-Luxembourgish Gas Market, first market integration of its kind
between two EU Member States and established a new jointly owned (50/50) company called Balansys S.A.
responsible for the full operation of the balancing activities in the integrated market. For regulatory reasons,
the final setup and approval by the Agency for the Cooperation of Energy Regulators (ACER) of Balansys
S.A.initially scheduled on 1t of April 2016 was delayed and is now planned in 2018.

Further Creos Luxembourg S.A., together with the other DSO’s started in 2016 a common project e-mobility
of deploying 800 charging points for electric cars (741 for Creos) until 2020. This common system entered
into operation in Q2 2017 and the installation of the charging stations was launched in parallel - at the end
of 2017 over 100 loading stations (with two loading points each) were installed and operational in the
national system.

One other key element of the investment plan in Luxembourg concerns the so-called “smart energy meters”.
Introduction of smart meters (power and gas) in Luxembourg is mandated by law for all distribution
operators. The legal deadline for complete (i.e. 95 %) coverage has been fixed to 2019 for electricity meters
and 2020 for gas meters. After the creation in 2015 of Luxmetering G.L.E. (a common entity of Creos
Luxembourg S.A. with all the other DSOs in Luxembourg) to design and implement the commmon and unigque
platform for the smart meter read-out, the general mass roll-out of smart meters started in 2016. By the end
of 2017, some 80,000 smart meters have been installed and an additional 100,000 are foreseen for 2018. The
central management and read-out system managed by Luxmetering achieved full operational status in 2017.

In parallel, an electronic market communication was introduced in Luxembourg. Creos Luxembourg S.A.
fully implemented this market communication with all market partners in 2017. An extension of the market
communication to cover new functionalities of the smart meters is scheduled for introduction in 2018.

Since 1t January 2017, the second regulation period is in force for 4 years (until 2020 included). According

to the ILR regulations E/16/12 (electricity), E/16/13 (gas) as of 131 April 2016 and E16/14 (smart metering)

as of 14™ April 2016, the capital remuneration rate has been reduced to 6.12% (instead of 7.60% in the first
regulation period until 2016). This, combined with the fact that the baseline of allowed costs for the new
regulation period has been reviewed downwards when compared with the allowed costs until 2016, has had a
negative impact on the 2017 financial results of grid activities in Luxembourg.

In Germany, the group has successfully completed the takeover of the electricity grid of Steag Netz GmbH
in the Saarland, and renamed the company Creos Deuschland Netz GmbH as a subsidiary of Creos
Deutschland Holding GmbH which heads the group’s grid activities in Germany.
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Personnel

In order to support its growth strategy and to carry out the numerous development and investment projects,
the average number of employees of the Encevo Group further increased from 1,530 people in 2016 to 1,609

in 2017. The Board of Directors and the Management of Encevo S.A. would like to thank all employees for their
contributions throughout 2017 and for their full support in implementing important changes.

Financials

As a consequence of the aforementioned negative impacts from long term supply contracts, the lower grid
remuneration rates in Luxembourg and the exceptional provisions on renewable energy generation assets,
the consolidated EBITDA comes in at 193.6 MEUR, compared to 262.3 MEUR in 2016.

The contribution from participating interest (non consolidated) companies and companies accounted for
under the equity method remains at a high level with 26.2 MEUR compared to 25.0 MEUR in 2016.

In the context of the annual impairment-testing process, exceptional value adjustments and provisions
amounting to 13 MEUR (thereof 10.8 MEUR at EBITDA level) have been recognized. The amounts relate
mainly to a provision of 8.6 MEUR to cover the risks regarding Photovoltaic activities in Italy and a write-
down of 1.2 MEUR regarding a windfarm project in Germany which did finally not obtain the permit. Further
provisions and write-downs of 3.5 MEUR have been recognized to cover the risks identified with regard to

its sales activities in Belgium. Finally, amounts of 0.4 MEUR and 0.3 MEUR are reflecting respectively the
increasing regulatory requirements in biogas activities in Germany and the decision to liquidate the entity
Learning Factory S.A. in December 2017. Finally, as a consequence of Twinerg S.A. reimbursing an outstanding
shareholder loan previously impaired, a reversal of impairment of 0.9 MEUR has been booked, positively
impacting the financial results.

Including the net impact of the above mentioned exceptional depreciations and provisions, net profit for the
year amounts to 55.7 MEUR (36 MEUR group share), compared to 83.2 MEUR in 2016. Excluding the impact
of the exceptional impairments of EUR 13 million, the consolidated net profit for the financial year would be

68.7 MEUR.

Risk Management and Regulatory Affairs

On 3 January 2018, the Directive 2014/65/EU on markets in financial instruments (MiFID 11) amending
Directive 2002/92/EC, and Directive 2011/61/EU entered into force. MiFID constitutes the framework for
European Union financial services legislation and aims at improving efficiency and fostering the integration
of EU financial markets. After having analysed the scope and impact of MiFID, the Regulatory Affairs team
carried out the two necessary tests in order to actively file for an exemption with the national regulator. As
Enovos Luxembourg S.A. is below the thresholds defined by MIFID II, the company filed for the exemption in
December 2017. Furthermore, independent of whether or not an organisation is exempt from MiFID I, market
participants must deliver specific data to organised market places in order to provide support in the position
and transaction reporting. The set-ups necessary for data provision have been carried out.

Starting from November 2017, Enovos Luxembourg S.A. updated its reporting required under Regulation
(EU) No 648/2012 on OTC derivatives, central counterparties and trade repositories (the so-called European
Market Infrastructure Regulation, in short EMIR). The revised reporting requirements have been analysed and
implemented by the back-office team with the support of the Regulatory Affairs department.

During 2017, the reporting solution of Enovos Luxembourg S.A. in relation to the Regulation (EU) No 1227/2011
on wholesale energy market integrity and transparency (REMIT’) was constantly improved. About 14,000
reports were sent by the Regulatory Affairs Team during that same year.

Last but not least, the Regulatory Affairs team continued monitoring the ever-changing regulatory landscape,
analysing the impacts and determining the necessary steps to take in order to further reduce regulatory risk.
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In 2017, a risk management, risk reporting and risk limits review took place using an external consultant. The
main recommendations were about refining the book structure in order to delineate the value pools, including
a revision of risk limits based on the new book structure and implementation of key risk indicators. The
implementation of the recommendations started in 2017 and will continue in 2018.

In regards to the status of the Italian photovoltaic assets, it should be noted that GSE (the authority that has
granted the feed-in-tariffs to the various Italian subsidiaries of Enovos Luxembourg S.A.) has continued its
investigations during the course of 2017 and has kept contact with Encevo S.A. and Enovos Luxembourg S.A.
that continued to accommodate the requests for information. In addition, EAM Solar ASA from Norway and
EAM Solar Italy Holding S.R.L. had filed a criminal complaint in Luxembourg against Enovos Luxembourg
S.A., Encevo S.A. and four of its employees for alleged damages regarding the purchase of Italian assets
from Aveleos S A, a subsidiary of Enovos Luxembourg S.A. Encevo S.A. took meanwhile legal counter-action
against EAM and the Court suspended its decision on the slanderous denunciation claim until the end of
investigations. On the substance, no further material events occurred in 2017 which could justify a change

in the appreciation of the facts at stake and thus the taking of additional provisions in the group’s
consolidated accounts.

Outlook

On 21t February 2018, Post Luxembourg acquired 4.71% of the Company’s shares held by ENGIE S.A. and has
thus become a new shareholder of Encevo S.A.

The group expects energy markets to remain volatile and difficult to predict. Geostrategic uncertainties in
the Middle East may affect primary energy prices and burden the operational margin spreads for European
players. In this context, market players turn increasingly to short-term exchange platforms, whereas the
economy expresses continuous demand for stable and secured prices and flexibility in consumption. The
group trusts its experienced teams to deal with related risks in a responsible manner and is confident to take
on the upcoming challenges.

In the course of 2018, the internal organisation will evolve into a “business unit” concept, allowing
management to better steer the group by main activity types. Particular attention will be drawn to innovation
and expansion into future market gravity, i.e. technical services combined with energy efficiency competence
and electro-mobility services. The former “Energy Solutions and Services” department was integrated directly
into the new business units. The development of further renewable energy facilities shall be concentrated in
the group’s core markets Luxembourg and Germany. More than in the past, Enovos Luxembourg S.A. intends
to become an inclusive energy partner, providing a full range of products and services to all residential,
professional, industrial and administrative customers in its traditional geographical markets.

On the grid side, the group will continue in 2018 and following years to implement a significant plan for
investment and maintenance to modernize its networks in order to ensure their safety and reliability.

Creos Luxembourg S.A. will also continue to roll-out the ‘smart’ meters (called ‘Smarty’) and prepare the
introduction of 'smart’ grids. In 2018 and following years, the installation of loading stations ‘Chargy’ for
electrical cars will continue. In Germany, a new regulatory period for gas activities started on 15t January 2018
with an adapted regulatory scheme including i.a. lower remuneration rates, a new cost base, and a different
and faster recognition of investment costs incurred during the regulatory period.

The group’s financial results for the next 2 years are expected to stay at similar levels to 2017. Excluding
the extraordinary impacts from last year, they will still be negatively impacted by legacy long-term supply
contracts. Thus, the increased need for cost control, and enhanced risk management, with regard to the
Company’s energy management activities, will continue also into 2018 and beyond.

Encevo S.A. as the parent holding company of the group will provide further financing means to realize the
ambitious investment program of its subsidiaries mainly into grid, renewable energy generation activities and
new services. First discussions to that effect have taken place at the beginning of 2018 with the group’s core
banks in order to set up a new long term financing agreement in the course of the year.

Regarding the technological challenges of digitalization, Management decided to launch a strategic study in
order to design a target information system that will support the group’s strategy and digital transformation.
It will start with a broad scope including Luxembourg, Germany, Belgium and France core companies of the
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group. Inspired by the group vision as well as recognized practices in the utilities sector, the study will deliver
a digital roadmap including a strategic review of Encevo Information System. The ultimate objective remains
competitiveness and excellence in the delivery of products and services to our customers.

Own shares
No transactions occurred in the course of the year.
Changes in 2017 in the Board of Directors of Encevo S.A.

Mr Benoit Gaillochet was the permanent representative of the director “AXA Redilion Management Co SC A
until 29" September 2017 when Mr Michael Reuther became the permanent representative of this director.

Mr Gaillochet is now a director in his own name. Mr Michael Reuther is the permanent representative of "AXA
Redilion Management S.C.A.” as from 29" September 2017. Until that date, he was a director in his own name.

Mr Frank Reimen was appointed by the general shareholders meeting on 9™ May 2017 to replace Mrs Andrée
Colas who ceased to be a director on the same day.

Changes in 2018 in the Board of Directors of Encevo S.A.

In the context of the change in the shareholding of Encevo S.A. as of 215t February 2018, Mr Johan van Bragt
resigned from his office as a member of the Board of Directors of Encevo S.A. with effect as of the same
date. Mr Claude Strasser, who had been elected Board member upon the proposal of the Luxembourg State,
resigned as of 27" April 2018. Further to these resignations, the Board co-opted Daniel Da Cruz as a new
Director of Encevo S.A. as of 27" April 2018 upon the proposal of the Luxembourg State while Mr Claude
Strasser was co-opted on 27™ April 2018 upon the proposal of the new shareholder Post Luxembourg, both
with effect as from 27% April 2018. Both co-optations are expected to be ratified at the annual general
meeting of shareholders to be held on 8" May 2018.

Auditor

The mandate of the external independent statutory auditor, PricewaterhouseCoopers, will come to term with
the audit of the financial year 2017. In order to select a new statutory auditor, a call for tenders was launched
in 2017 and several proposals were received and analysed. The Board of Directors will designate the new
auditor for the 2018 annual accounts at the annual general meeting of shareholders of 8" May 2018.

The Board of Directors
Esch-sur-Alzette, 27" April 2018
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