
Redexis Gas Finance B.V.,
Amsterdam

Annual report 2017

KPMG Audit
Document whh our report dtd

2 , FE r
( Lue

also refers
Initials for iden’t’r ofurposes
KPMG Accjn13nWN.V

27 February 2018
This report contains 24 pages



Redexis Gas Finance B. V,Jinancial statements 2017

Contents

The Board of Management report 2

Balance sheet as at December 31, 2017 7

Profit and loss account for the year ending December 31, 2017 8

Cash flow statement for the year ending December 31, 2017 9

Statement of comprehensive income for the year ending December 31, 2017 10

Notes to the 2017 financial statements 11

Other information 24

Provisions in the Articles of Association governing the appropriation of profit 24

Independent auditor’s report 24

KPMG Audit
Document to which our report dated

2? FEB 2018

also refers.
Initials for identificatiopUtpOSeS
(PMG Accountaflt4,NV.



Redexis Gas Finance B. J financial statements 2017

The Board of Management report

Management of the company hereby presents its financial statements for the year ending
December 31, 2017.

General information
Redexis Gas Finance B.V. ‘the Company’ was incorporated on March 10, 2014. The principal
activity of the Company is to issue and manage notes and other financial instruments and to lend
the funds to affiliated companies (Redexis Gas S.A.). The Company is part of the Redexis Gas
S.A. Group, with grotip headed Redexis Gas S.A.

Shareholders information

On July 13, 2017 the shareholders Augusta Global Cooperatieve U.A. (Augusta Coop) and
Zaragoza International Cooperatieve U.A. (Zaragoza Coop) sold 19.9% of their ownership
interest in the Company to ATP Infrastructure II ApS, which is ultimately owned by
Arbejdsmarkedets Tillaegspension.

On July 20, 2017 the shareholders Augusta Coop and Zaragoza Coop sold 30.0% of their
ownership interest in the Company to Chase Gas Investment Ltd, which is ultimately owned by
Universities Superannuation Scheme Ltd.

On December 5, 2017 the shareholders Augusta Coop and Zaragoza Coop sold 50.1%
ownership interest to Augusta Infrastructure UK Ltd, which is ultimately owned by the GS
Infrastructure funds.

Therefore at year Augusta Coop and Zaragoza Coop are no shareholders of the Company and
the new shareholders are ATP Infrastructure II ApS (19.9%), Chase Gas Investment Ltd.
(30.0%) and Augusta Infrastructure UK Ltd. (50.1%).

Financial information

In the beginning of April 2014 the Company launched an Euro Medium Term Note Programme
(EMIN) of€ 2 billion.

On April 8,2014, a first tranche of bonds were issued under this programme for€ 650 million at
a discount of 0.627% and at a nominal interest rate of 2.75%. Interest is due on this bond on
April 8 of each year till the mattirity date of April 8, 2021.

On April 25, 2015, a second tranche of bonds were issued under the programme for an amount
of€ 250 million at a discount of 1.08% and at a nominal interest rate of 1.875%. Interest is due
on this bond on April 27 of each year till the maturity date of April 27, 2027.

On December 1, 2017, a third tranche of bonds were issued under the programme for an amotint
of€ 250 million and accrued interest of€-%81pHiionj at a discount of 1.243% and at a nominal
interest rate of 1 .875%. Interest is due j jg Jon April 27 of each year till the maturity
date of April 27, 2027. KPMG Audit

The mark-up between the rates of borrowing and len of bonds,
which is sufficient to cover the operating expenses The proceeds of the
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Redexis Gas Finance B. V, financial statements 2017

bonds are lent to the Group Company Redexis GAS S.A. and Redexis GAS S.A. provided an
unconditional and irrevocable guarantee for the benefit of all bondholders with respect to the
prescribed and punctual repayment of the bonds (including interest) issued by Redexis Gas
Finance 3.V.

The Company has equity of€ 2.8 million (2016: € 2.8 million) and realized a profit after tax
amounting up to € 0.4 million (2016: € 0.5 million). The shareholders approved a dividend
amounting to € 0.4 million (2016: € 0.3 million) and the Board of Management will propose to
the shareholders to appropriate the remaining results of current year to the retained earnings.

Significant risks and uncertainties

With respect to the activities the Company faces the following main risks:

• Credit risk;

• Liquidity risk; and

• Interest rate risk.

Credit risk

The Company has three significant loans receivable from Redexis GAS, S.A. (related party) for
a total nominal value of€ 1,150 million (2016: €900 million). Repayment of the loans depends
on the operational performance of Redexis GAS, S.A. and its subsidiaries (“the Group”). The
Group’s main activity is distribution and transmission of natural gas, which is a regulated
activity in Spain. Operating results could be materially affected by changes in laws, regulations
or regulatory policies that apply to its btisiness. In October 2014, a new remuneration scheme
was established by the Spanish Government, which approved measures to encourage growth,
competitiveness and efficiency in the nattiral gas sector. The new remuneration scheme is
viewed as long-term and as being more stable, predictable and sustainable. The rating agencies,
S&P (333- on November 17, 2017 & 333 on October 20, 2016) and Fitch (BBB- on
November 17, 2017 & BBB- on January 29, 2016) assigned a credit rating to Redexis GAS,
S.A.

Other risks that the Group faces that could impact the operational performance are the risks of
not obtaining regulatory approvals to make new investments in the gas network or not being
able to complete investment projects, the development of gas demand and environmental and
health and safety risks.

Management has made, in close cooperation with the Management of the Group, an assessment
of the above risks and the expected cash flows of the Group during the period of the loan. Based
on this and the above mentioned credit rating for the Group. Management has concluded that the
overall credit risk is low.

Liquidity risk
KPMG Ai.idit

The main liquidity risk that the Company faces is that it does not
interest & principal on the bonds when these are due. Management closely monitors the
liquidity position of the Company in the days prior to the interest 4iej ij1rity date and
will ensure that it will collect the interest & principal from Recfxis ‘A’ prior to the
interest due date & maturity date.
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The interest receivable dates and interest payments dates of the Bonds are contractually aligned,
as are the maturity dates. Management therefore considers the liquidity risk to be low.

Interest rate risk

The interest rate on the first tranche of bonds issued on the market is fixed at 2.75% and for the
second & third tranche at 1.875%. The interest on the loan to Redexis Gas S.A. holds a mark-up
that is 0.08 1%. Management considers the interest rate risk as low dtte to the fixed interest rates
and the mark-up on loans receivable and payable.

Disclosure and publication requirements

The Company has elected Luxembourg as its home member state in respect of its EMIN
Programme. As a result, the Company mttst provide the regulated part of the Luxembourg
authority that monitors the financial indttstry (Commission de surveillance du secteur financier
(the CSSE)) with certain information on an ongoing basis.

Furthermore, the Company has chosen Luxembourg as its home Member State for the
Transparency Directive purposes and therefore has to comply with disclosure, storage and filing
obligations with respect to Regulated information.

As the notes issued have a denomination per unit of € 100,000, the Company can tise the
Wholesale Exemption and doesn’t have to provide annual financial reports with the CSSf.

Corporate Governance

Based on EU Law and Dutch Law requirements the Company is considered to be an
organization of public interest as it isstied financial instruments that are quoted on the
Luxembourg Stock Exchange.

Based on article 2 of the EC directive 2006/43/EC Implementation Decree of 26 July 2008 (the
Decree) concerning audit of anntial accounts, organization of public interest have to set up an
audit committee and have to comply with parts of the Dtitch Corporate Governance Code.

As an alternative for the atidit committee a company can appoint another body of the Company
to perform the role of the “attdit committee” and at least one member of that body must be
independent within the meaning of best practice provision 111.2.2 of the Dutch Corporate
Governance Code (the NCGC).

Compliance with the Dutch Coiporate Governance Code

As per article 2 of the Decree the Company has to comply with articles III 5.4 subs a, b, c, f,
article III 5.7 and principles V.2 and V.4 of the Dutch Corporate Governance Code.

Article III 5.4 describes the duties of the “audit committee”. Article III 5.7 determines that at
least one of the members should be a financial expert as III 3.2. The
principles V2 and V4 concern the relation between the e external auditor.

KPMG Audit
Document to which our report dated
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financial Accounting Supervision Committee

The Board of Management of the Company created a financial Accounting Supervision
Committee (the “committee” or “fASC”) and set up the Terms of reference of this committee.
The FASC is the Company’s equivalent of the ‘audit committee’ reqtiirement.

In these Terms of reference, rules have been laid down with respect to the composition,
meetings and the duties and powers of the FASC, all in accordance with article 2 of the Decree.

The committee consists of three members being Mr. R. Meijer, Mr. E. Honing and Mr. J-W
Sterk. Mr. R. Meijer is chairman and is independent of the Company’s management, corporate
service provider and atiditors. Mr. Meijer is a certified accountant-in-business and is considered
to be a financial expert. Mr. E. Honing and Mr. J-W Sterk are employees of the corporate
service provider (Vistra Management Services (Netherlands) B.V.). Mr. E. Honing holds a LLM
degree from the University of Utrecht and Mr. J-W Sterk graduated bachelor.

Mrs. A. Robakidze resigned as a member of the committee on February 13, 2017 and Mr. J-W
Sterk has been appointed as new member of the committee on the same date.

The main tasks of the Committee are the monitoring of the process of the financial reporting,
the internal control system and the monitoring of the audit of the Financial Statements.

The members of the Committee are appointed by the Board of Management of the Company
stibject to approval of the General Meeting. The Committee reports its findings and
recommendations to the Board of Management and also has a one to one meeting with the
external auditors.

Management is of the view that the composition of the committee is and that the performance of
the tasks has been in accordance with the legal requirements set in the EU directive, local law
and the applicable parts of the Dutch Corporate Governance Code.

Internal control

The Company has implemented a system of internal control that provides reasonable assurance
of effective and efficient operations, and compliance with laws and regulations. Segregation of
dtities is applied in the financial reporting process and a final review is made by Management in
the Board meetings. This internal control ensures that risk is properly measured and managed.

The Board of Management composition

Taking into account the legislation that entered into force in the Netherlands on 1 January 2013
concerning the composition of companies’ Management, we highlight that currently all board
members are men and all fASC members are male. Nonetheless, the Company believes that the
composition of its Board of Management and fASC has a broad diversity of experience,
expertise and background. and that the backgrounds ad ttiffatipns of the board members,
considered as a group, provide a significant mix o1 knowledge, abilities and
independence that we believe our Board of Manageme1 n A 11MGl Acidponsibilities
and properly exectite its duties. The Company has a policy to
over gender and will continue to ensure the diversity in the Board of Management and FASC.

2? FEB 2018
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Research and development

The Company does not invest in research and development, as the sole purpose is to arrange
finance for related entities.

Statement ex Article 5:25c Paragraph 2 sub cl-2 Financial Markets
Supervision Act (‘Wet op het Financieel Toezicht’)

To our knowledge,

- the financial statements give a true and fair view of assets, liabilities, financial position
and result of the Company;

- the Board of Management report gives a true and fair view of the Company’s position
as per December 31, 2017 and developments during the financial year ending December
31, 2017; and

- the Board of Management report describes the material risks the issuer is facing.

Outlook

The Company has no new financing activities planned for the near future. The Company will
continue to explore financing activities with Redexis Gas S.A.

Amsterdam, February 27, 2018

The Board of Management:

M.H.G. Vennekens:

D. Folgado:

J.deZwart

KPMG Audit
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Balance sheet as at December 31, 2017
(‘before profit appropriation)

Dcc. 31, 2017 Dec. 31, 2016

EUR EUR EUR EUR

Fixed assets
Loans to related companies 2 1,145,167,149

________________

$95,135,658

________________

1,145,167,149 $95,135,658

Current assets
Trade and other receivables 3 17,280,431 16,863,595

Cash and cash equivalents 4 116,971

_______________

125,127

_______________

17,397,402 16,988,722

Total assets 1,162,564,551 912,124,380

Equity 5

Share capital 1,000 1,000

Share premium 2,000,000 2,000,000

Retained earnings 392,547 291,776

Result for the year 412,863

_______________

500,772

_______________

2,806,410 2,793,548

Non-current liabilities 6 1,142,951,563 892,978,418

Current liabilities 7 16,806,578 16,352,414

Total equity and liabilities 1,162,564,551 912,124,380

kJ
KPMG Audit
Document to which our report dated

2? FEB 2018
The notes on pages 11 to 24 are an integral part of these annual financial statements.
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Profit and loss account for the year ending December 31, 2017

2017 2016

EtTR ELIR

financial income
Interest income on- loan agreement 10 24,899,079 24,470,172

Interest income from shareholders 10 75,099 72.803

24,974,178 24,542,975
Financial expenses
Interest expenses on bonds 1] -24.162.198 -23.722,285

-24,162,198 -23,722,285

Net financial income 811,980 820,690

Administrative and general expenses 12 -264,130 -130,311

Profit before tax 547,850 690,379

Tax on result 13 -134,986 -189.607

Profit after tax 412,863 500,772

KPMG Audit
Document to which our repo,t dated

2? FEB 2018
The notes on pages 11 to 24 are an integral part of these annual financial statements.
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Cash flow statement for the year ending December 31, 2017

2017 2016

fUR EUR

Profit or (loss) before tax 547,850 690,378

Adjusted for:

Amortisation financing fees received 2 -1,192,267 -1,178,672

Amortisation financing fees paid 6 1,201,583 1,159,786

Capitalized interest 2 -73,410 -71,167

Tax expenses 13 -134,986 -189,607

Change in other receivables 3 167 730

Change in other liabilities 7 61,795 -172,761

-137,118 -451,691

thterest income accrued -23,708,504 -23,293,137

Interest received 23,291,500 23,259,000

3 -417,004 -34,137

Interest expense accrued 22,960,616 22,562,500

Interest paid -22,562,500 -22,562,500

7 392,116 0

Cash flow from operating activities 391,844 204,550

Borrowing to related companies 2 -248,771,562 0

Cash flow from investing activities -248,771,562 0

Dividend distribution 5 -400,000 -300,000

Issuance of bond 6 248,771,562 0

Cash flow from financing activities 248,371,562 -300,000

Cash & cash equivalents at January 1 125,127 220,577

Movement in cash and cash equivalents -8,156 -95,450

Cash & cash equivalents at December 31 125,127

KPMG Audit
Document to which our report dated

The notes on pages 11 to 24 are an integral part of these annual financial statements.
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Statement of comprehensive income for the year ending
December 31, 2017

2017 2016

EUR EUR

Profit after tax 412.863 500.772

Realised gain charged directly to shareholders’ equity 0 0

Total of items recognised directly in shareholders’
equity 412,863 500,772

Total comprehensive profit or (loss) 412,$63 500,772

p’,,ppL

KPMG Audit
Document to which out report dated

2? FEB 2018
The notes on pages 11 to 24 are an integral part of these annual financial statements.
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Notes to the 2017 financial statements

1. General

Reporting entity and relationship with parent company

Redexis Gas Finance B.V. ‘the Company’ was incorporated on March 10, 2014. The principal
activity of the Company is to issue and manage notes and other financial instruments, and to
lend the funds to affiliated companies.

The Company, having its legal address at Strawinskylaan 3127, Atrium Building 8th floor, 1077
ZX Amsterdam, The Netherlands, is a private limited liability company under Dutch law, with
shareholders 19.9% ATP Infrastructure II ApS (ultimately owned by Arbejdsrnarkedets
Tillaegspension), 30.0% Chase Gas investment Ltd (ultimately owned by Universities
Superannuation Scheme Ltd) and 50.1% Augusta Infrastructure UK Ltd (ultimately owned by
GS Infrastructure funds).

The Company is a financing company; the group is primarily involved in providing financing to
group companies by issuing bonds to the public on the Luxembourg Stock Exchange.

Financial reporting period

These financial statements cover the year 2017, which ended at the balance sheet date of 31
December 2017.

Basis of preparation

The financial statements have been prepared in accordance with Title 9, Book 2 of the
Netherlands Civil Code. The applied accounting policies are based on the historical cost
convention. These financial statements cover the year 2017, which ended at the balance sheet
date of December 31, 2017.

The accounting policies applied for measurement of assets and liabilities and determination of
results are based on the historical cost convention, unless otherwise stated in the further
accounting policies.

Going concern

Management, in making its assessment, has not identified uncertainties related to events or
conditions that may cast significant doubt upon the Company’s ability to act as a going concern.
As a result the financial statements have been prepared under the going concern assumption.

Euro Medium Term Note Programme

In the beginning of April 2014 the Company launche[? rne{thum Term Note Programme
(EMTh) of€ 2 billion.

KPMG Audit
On April 8, 2014, a first tranche of bonds were issued under this ted
a discount of 0.627% and at a nominal interest rate of 2.75%. Interest is due on this bond on
April $ of each year till the maturity date of April 8,2021. 2? FEB 2078
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On April 25, 2015, a second tranche of bonds were issued under the programme for an amount
of € 250 million at a discount of 1.08% and at a nominal interest rate of 1.875%. Interest is due
on this bond on April 27 of each year till the maturity date of April 27, 2027.

On December 1, 2017, a third tranche of bonds were issued under the programme for an amount
of€ 250 million and accrued interest of€ 2.8 million at a discount of 1.243% and at a nominal
interest rate of 1.875%. Interest is dtte on this bond on April 27 of each year till the maturity
date of April 27, 2027.

The mark-up between the rates of borrowing and lending is 0.08 1% for all tranches of bonds,
which is sufficient to cover the operating expenses and provide for profits.

The proceeds of the bonds were lent to the Group Company Redexis GAS S.A. and Redexis
GAS S.A. has provided an tinconditional and irrevocable guarantee for the benefit on all
bondholders with respect to the prescribed and punctual repayment of the bond (including
interest) issued by Redexis Gas Finance B.V.

Accounting policies

General

The accounting policies applied for measuring assets and liabilities and profit detennination are
based on the historical cost convention, unless otherwise stated in the further principles.

An asset is disclosed in the balance sheet when it is probable that the expected future economic
benefits that are attributable to the asset will flow to the entity and the cost of the asset can be
measured reliably. A liability is recognised in the balance sheet when it is expected to result in
an outflow from the entity of resources embodying economic benefits and the amount of the
obligation can be meastired with stifficient reliability.

Income is recognised in the profit and loss account when an increase in future economic
potential related to an increase in an asset or a decrease of a liability has arisen, the size of
which can be measured reliably. Expenses are recognised when a decrease in the economic
potential related to a decrease in an asset or an increase of a liability has arisen, the size of
which can be measured with sufficient reliability.

If a transaction results in a transfer of future economic benefits and or when all risks relating to
assets or liabilities transfer to a third party, the asset or liability is no longer included in the
balance sheet. Assets and liabilities are not included in the balance sheet if economic benefits
are not probable and/or cannot be measured with sufficient reliability.

Revenues and expenses are allocated to the period to which they relate. Revenues are
recognized when the Company has transferred the significant risks and rewards of ownership of
the goods to the buyer.

Functional and presentation currency

The financial statements are presented in euro ,}ny’s fttnctional currency. All
financial infonnation in euros has been rounded toMiuro

,cYMG Audit
Document to which our report dated

2? FEB 2018
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Use of estimates

The preparation of the financial statements requires the management to form opinions and to
make estimates and assumptions that influence the application of principles and the reported
valties of assets and liabilities and of income and expenditure. Acttial results may differ from
these estimates. The estimates and the underlying assumptions are constantly assessed.
Revisions of estimates are recognised in the period in which the estimate is revised and in future
periods for which the revision has consequences.

The following accounting policies are in the opinion of management the most critical for the
purpose of presenting the financial position.

Financial instruments

Financial instruments include loans granted other receivables, cash items, loans and other
financing commitments, trade payables and other amounts payable.

A financial asset or liability is recognised when the contractual rights or obligations in respect
of that instrument arise. A financial instrument is no longer recognised when the benefits and
risks are transferred or the contract matured.

Financial instruments are initially stated at fair value, including discount or premium and
directly attributable transaction costs.

After initial recognition, financial instruments are valued in the manner described below.

The Company has no derivative financial instruments embedded in contracts.

Loans to group companies

Loans to group companies are carried at amortised cost on the basis of the effective interest
method, less impairment losses.

Long-term liabilities

Long-term liabilities are stated after their initial recognition at amortised cost on the basis of the
effective interest rate method.

Impairment offinancial assets

At each balance sheet date the Company assesses whether there is objective evidence that
financial assets are impaired.

A financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount and the prntalue of the estimated future cash flows
discounted at the original effective interest rate. Pjjt loss in respect of an available-
for-sale financial asset is caictilated by reference töt Mifir value.

KPMG Audit
Individually significant financial assets are tested for impairmcL ic1e1 rdW
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. 2? FEB 2018
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All impairment losses are recognised in the statement of comprehensive income.

An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognised. For financial assets measured at amortised cost, the
reversal is recognised in the statement of comprehensive income.

Financial fixed assets

Loans to related parties are included at arnortised cost ttsing the effective interest method, less
impairment losses.

Receivables

The accounting policies applied for the valuation of trade and other receivables and sectirities
are described under the heading ‘Financial instruments’.

Shareholders’ equity

Financial instruments that are designated as equity instruments by virtue of the economic reality
are presented under shareholders’ eqtiity. Payments to holders of these instruments are deducted
from the shareholders’ equity as part of the profit distribution.

Financial instruments that are designated as a financial liability by virtue of the economic reality
are presented under liabilities. Interest, dividends, income and expenditure with respect to these
financial instrttments are recognised in the profit and loss as financial income or expense.

Long-term liabilities

The valtiation of long-term liabilities is explained under the heading ‘Financial instruments’.

Current liabilities

The valuation of current liabilities is explained tinder the heading ‘Financial instruments’.

Financial income and expenses

Financial income and expenses consists of interest income and expense and amortisation of the
financing costs. Interest income and expenses are recognised on a time-weighted basis, taking
accotint of the effective interest rate of the assets and liabilities concerned. When recognising
interest charges, allowance is made for transaction costs on loans received. Financing costs are
amortised over the duration of the loan- and interest rate cap contracts.

Corporate income tax

Corporate income tax comprises the current and deferred corporate income tax payable and
deductible for the reporting period. Corporate income tax is recognised in the profit and loss
account except to the extent that it relates to items 1egfljetlrdi1fectly to eqttity, in which case it
is recognised in eqtiity.

Current tax comprises the expected tax payable or receivable on or loss for the
financial year, using tax rates enacted or substantively enacted tcTm’dp
adjustment to the tax payable in respect of previous years.

2? FEB 2018
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If the carrying valties of assets and liabilities for financial reporting purposes differ from their
values for tax purposes (tax base), this results in temporary differences.

A provision for deferred tax liabilities is recognised for taxable temporary differences.

for deductible temporary differences, unused loss carry forwards and unused tax credits, a
deferred tax asset is recognised, but only in so far as it is probable that taxable profits will be
available in the future for offset or compensation.

Deferred tax assets are reviewed at each reporting date and reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

Deferred tax assets and liabilities are stated at nominal value.

Cash flow statement

The cash flow statement is prepared using the indirect method. Cash flows in foreign currency
are translated into euros using the weighted average exchange rates at the dates of the
transactions.

Cash flows from financial derivatives that are stated as fair value hedges or cash flow hedges
are attributed to the same category as the cash flows from the hedged balance sheet items. Cash
flows from financial derivatives to which hedge accounting is no longer applied are categorised
in accordance with the nature of the instrument as from the date on which the hedge accounting
is ended.

Determination of fair values

The fair value of a financial instrument is the price for which an asset can be transferred or a
liability can be settled between knowledgeable and well willing parties at arm’s length.

A number of the accounting policies and disclosures reqttire the determination of fair values, for
both financial and non-financial assets and liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on the following methods. Where applicable,
further information about the assumptions made in determining fair values is disclosed in the
notes specific to that asset or liability.

(a) Bearer bonds

The fair value of the listed bearer bonds, which is determined for disclosure purposes, is
determined by reference to their quoted bid price at the reporting date. If no quoted bid price at
the reporting date is available, the fair value is based on the present value of future principal and
interest cash flows, discounted at the market rate of interest at the reporting date.

(b) Note

The fair value of the note, which is determined for disclosure purposes, is calculated derived
from the present value of future principal and interest cash flows, discounted at the market rate
of interest at the reporting date of the bearer bonds.

c) Other assets and liabilities

For other assets and liabilities carrying value is assumed to reflect the fair Audft
Document to which our report dated
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2 Loans to related companies

Movements in financial fixed assets were as follows:

Redexis GAS Shareholders Total

S.A.

EtiR EUR EUR
Balance as at 31 December 2016:

• Costprice 890,125,753 2,000,000 892,125,753
• Accumulated amortization 2,867.75$ 0 2,867,758
• Capitalized interest 0 142,147 142.147

Carrying amount $92,993,511 2,142,147 895,135,658

Changes in carrying amount:

• Issued new bond 248.771.562 0 248,771,562
• Amortization financing fees 1,186,519 0 1,186,519
• Capitalized interest 0 73,409 73,409

Subtotal changes in earning amount 249,958,08] 73,409 250,031,490

Balance as at 31 December 2017:

• Cost price 1,138,897,315 2,000,000 1,140,897,315
• Accumulated amortization 4,054,277 0 4,054,277
• Capitalized interest 0 215,556 215,556

Carrying amount 1,142,951,592 2,215,556 1,145,167,148

Loan to Redexis Gas S.A.

Redexis GAS S.A. was issued a loan on April 8, 2014 for a term of seven years and for a
nominal amount of€ 650,000,000. The interest is fixed at 2.75% per year (excluding a mark
up), payable on April $ of each year till maturity. The principal is due in full at maturity date.
The loan was issued at a discoitnt rate of 0.627% and financing fees € 2,598,747. The discount
and the fees are amortised over 7 years. The effective interest rate is 2.99%.

April 27, 2015 a loan has been issued for a term of twelve years and for a nominal value
amounting to € 250,000,000. The interest is fixed at 1.875% per year (excluding a mark-up),
payable on 27 April of each year till maturity. The principal is due in full at maturity date. The
loan was issued at a discount rate of l.020% and finance fees amounted to € 500,000. The
discount and the fees are amortized over twelve years. The effective interest rate is 2.08%.

December 1, 2017 a loan has been issued with the maturity date of April 27, 2027 with a
nominal value of€ 250,000,000. The interest is fixed at 1.875% per year (excluding a mark-up),
payable on 27 April of each year till maturity. The principal is due in full at maturity date. The
loan was issued at a discotint rate of 1 .243% and fina _20,596. The discount and
the fees are amortized over ten years. The effective

The latest mark-up letter signed on April 27, 2015 is amended for aH1h3J.081%. The
latest mark-up letter applies for all tranches under the EMTN Prograntiiment to which our report dated
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Loan to shareholders

On April 20, 2014 the Company lent € 2,000,000 to its shareholders for a term of 7 year and a
yearly interest of 3.38%. The loan will be repaid in full on April 20, 2021. The interest is due in
cash or can be capitalized on April 20 of each year, during 2017 an amount of€ 73,410 (2016:
€71,166) has been capitalized on the principal of the loan.

3 Trade and other receivables
2017 2016

EUR FUR

Interest income accrued from Redexis Gas S.A. 17,229,467 16,814,152

Interest receivable from shareholders 50,964 49,275

Other receivable - 16$

17,280,431 16,863,595

The above receivables are dtie within a year.

4 Cash and cash equivalents
2017 2016

FUR FUR

Credit balances on bank accotints 116,971 125,127

116,971 125,127

Cash and cash equivalents are unencumbered.

5 Equity

Issued Share Retained Unappro- Total

capital premium earnings priated

FUR EtIR FUR FUR FUR

Balance as at December 31, 2016 1,000 2,000,000 291,776 500,772 2,793,548

Changes in financial year 2016:

• Dividend distribution 0 0 -400,000 0 -400,000

• Appropriation of prior period result 0 -500,772 0

• Resultfortheyear 0 0 OKPft4G1Afj 412,863

DouietI lu wltit;h uu repori dated
Balance as at 31 December 2017 1,000 2,000,000 392,547 412,863 2,806,410

_________ _________ _________
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Issued capital

The Company’s authorised capital, amounting to € 1,000, consists of 100,000 ordinary shares of
€ 0.01 each. Therefore the share capital is fully issued and paid.

Share premium

The share premium concerns a contribution from the shareholders holders to comply with the
minimum equity requirement set in article 8c of the Dutch Corporate Income Tax Act.

Amounts contributed by the shareholders of the Company in excess of the nominal share
capital, are accounted for as share premium. This also includes additional capital contribtttions
by existing shareholders without the isstie of shares or issue of rights to acquire or acqtlire
shares of the Company.

Unappropriated

At the General Meeting, it will be proposed to approve the profit of € 412,863 and after
dedtiction of dividend € 400,000 allocate the remaining to the retained earnings.

6 Non-current liabilities

This item relates to the first tranche of bonds issued to the public on April 8, 2014, the second
tranche issued to the public on April 27, 2015 and the third tranche issued to the public on
December 1,2017:

EIJR

fair value at date of issuance 1,138,897,315
Arnortisation discount at financing fees 4,054,247

Long-term portion as at 31 December 2017 1,142,951,562

On April 8, 2014 the Company issued bonds totalling € 650,000,000 as part of the Euro
Medium Term Note Programme (“EMTN Programme”). The bond matures on April 8, 2021.
The bond was issued and placed at a discoitnt of 0.627%. The bond carries an interest of 2.75%,
payable once a year on April 8 till maturity date. The accrued interest is recognised under
current liabilities. The financing cost amounted to € 2,598,747. The discount and the fees are
amortised over 7 years. The effective interest rate is 2.9 1%.

On April 27, 2015 the Company issued bond totalling € 250,000,000 as part of the EMTN
Programme. The bond matures on April 27, 2027. The bond was issued and placed at a discount
of 1.080%. The bond carries an interest of 1.875%, payable once a year on April 27 till maturity
date. The accrued interest is recognised under current liabilities. The financing cost amounted to
€ 500,000. The discount and the fees are ainortised over 7 years. The effective interest rate is
2.00%.

On December 1, 2017 the Company issued bond as part of the EMTN
Programme. The bond matures on April 27, 2027. TJ4Jssued and placed at a discount
of 1.243%. The bond carries an interest of 1.875%, 27 till maturity
date. The accrued interest is recognised under current liabilities. Document to which our report dated

2? FEB 2018
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The financing cost amounted to € 920,596. The discount and the fees are amortised over the
useful life of the bond. The effective interest rate is 1.93%.

The Company has lent all proceeds received to the Redexis Gas S.A. Redexis Gas S.A. has
provided an unconditional and irrevocable guarantee for the benefit of all bondholders with
respect to the prescribed and punctual repayment of the bonds (including interest) issued by
Redexis Gas Finance B.V. The bonds are listed at the Luxernbottrg Stock Exchange.

7 Current liabilities

2017 2016

CUR EtIR

Interest expenses accrued on bonds 16,658.733 16.260.616
Income tax liability 74,071 60,267
Other liabilities 7,411
Accruals and deferred income 66,363 31.531

16,806,578 16,352,414

All current liabilities are due within one year.

$ Commitments and contingencies not included in the balance sheet

The Company has no commitments and contingencies apart from the ones included on the
balance sheet.

9 Financial instruments

General

During the normal cottrse of business, the Company tises various financial instruments that
expose it to credit and liquidity risks. To control these risks, the Company has instituted a policy
including a code of conduct and procedures that are intended to limit the risks of unpredictable
adverse developments in the financial markets and thus for the financial performance of the
Company.

With respect to the activities the Company faces the following main risks:

• Credit risk;
• Liquidity risk; and
• Interest rate risk.

Credit risk

The Company has three significant loan receivables from Redexis M&iited party) of a
total nominal value of € 1,150 million. Repayment of the loansDdnntwfth pthed
performance of Redexis GAS S.A. and its subsidiaries (“The Group”). The Group carries out

2? FEB 2018

also ref
ets.Initials for identifica n purpos9

KPMG Ac:counta’ . NV



Redexis Gas Finance B. V,financial statements 2017

the activities of distribution and transmission of natctral gas, which are regulated activities in
Spain. Operating results could be materially affected by changes in laws, regulations or
regulatory policies that apply to its business. In October 2014, a new remuneration scheme was
established by the Spanish Government, which approved measures to encourage growth,
competitiveness and efficiency in the natural gas sector. The new remuneration scheme is
viewed as long-term and as being more stable, predictable and sustainable. The rating agencies,
S&P (BBB- on November 17, 2017 & BBB on October 20, 2016) and Fitch (BBB- on
November 17, 2017 & BBB- on January 29, 2016) assigned a credit rating to Redexis GAS,
S.A.

Other risks that the Group faces that could impact the operational performance are the risks of
not obtaining regulatory approvals to make new investments in the gas network or not being
able to complete investment projects, the development of gas demand and environmental and
health and safety risks.

Management has made, in close cooperation with the Management of the Group, an assessment
of the above risks and the expected cash flows of the Group during the period of the loan. Based
on this and the above mentioned credit rating of the Group, management has concluded that the
overall credit risk is low.

Liquidity risk

The main liquidity risk that the Company has is that it does not have sufficient cash to pay the
interest on the bonds when the interest is due. Management closely monitors the liquidity
position of the Company in the days prior to the interest due date and will ensure that it will
collect the interest from Redexis GAS S.A. prior to the interest dtie date.

The interest receivable dates and interest payments dates of the Bonds are contractually aligned,
as are the maturity dates. Management therefore considers the liquidity risk to be low.

Interest rate risk

The interest rate on the first tranche of bonds isstied on the market is fixed at 2.75% and for the
second & third tranche at 1.875%. The interest on the loan to Redexis Gas S.A. holds a mark-up
of 0.081%. Management considers the interest rate risk as low due to the fixed interest rates and
the mark-up on loans receivables and payables.

Fair values

The fair value of the first tranche of the quoted bonds as at 31 December 2017, issued derived
from the Luxembourg stock exchange (based on € 100.000 nominal value of the bond) amounts
to € 106.975 (2016: € 109.293), second and third tranche € 98.844 (2016: € 97.155). Translating
into a fair value amounting to € 1,189.56 million (2016: € 953.29 million) for all tranches. The
fair value of the loan to the group company will not differ materially from the fair value of the
bonds.

The fair value as qtioted above is derived from the price of the bonds as listed on the
Luxembourg stock exchange per December 31, 2017. Besides loan to shareholders, the fair
value of all other financial instruments approxim es Jflrqpmnal value.

1i4J
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2? FEB 2018
20

also refers.
lnfts for hienfjc prses



Redexis Gas Finance B. V, financial statements 2017

10 Interest Income and similar income
2017 2016

EUR EUR

Interest loan to Redexis GAS S.A. 24,899=079 24,470,172

Interest loan to shareholders 75,099 72,803

24,974,178 24,542,975

11 Interest expense and similar expenses
2017 2016

EtIR EUR

Interest expenses on bonds 24,162,198 23,722,285

24,162,198 23,722,285

12 Administrative and general expenses
2017 2016

EUR EUR

Fee for management and administration 73,355 62,390

Audit fee 44=455 44=455

Audit related services fee 64,381 9,335

Tax advisory fees 27,987

Legal fees 27,145 -

Other fees 26,807 14,131

264,130 130,311

The atidit fee is the fee due to KPMG Netherlands for the audit 2017. Other services have been
provided to the Company by KPMG Netherlands in the form of the comfort letter for the
prospectus with a fee of approximately € 58 thousand. This service is related to the issuance of
the third tranche bond under the EMTN programme.

KPMG Audit
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13 Tax on result
2017 2016

fUR EtTR

Tax liability for current financial year 134,986 189,607

134,986 189,607

The Company applies a margin on its financing activities of 0.081% (2016: 0.081%). This
margin minus the administrative and general expenses is the tax base for corporate income tax.

The effective tax rate is eqtial to the nominal tax rate taking into account that over the first
€200,000 of profit the Company only has to pay 20% tax and 25% over the remainder.

14 Transactions with related parties

The main activity of Redexis Gas finance B.V. is to issue bonds. The proceeds are lent on to the
related company (Redexis Gas S.A.). All related party transactions took place at an arm’s length
basis.

As at December 31, 2017, the Company lent Redexis Gas S.A. € 1,150 million nominal value
(2016: € 900 million) and shareholders € 2,215,556 (2016: €2,142,146).

For the year ending December 31, 2017, the Company recognized interest income from Redexis
Gas S.A. of€ 24,899,079 (2016: € 24,470,172) and from the shareholders amounting up to an
income of€ 75,099 (2016: € 72,803).

For the management support the Company has a service contract with Vistra Management
Services (Netherlands) 3.V., Amsterdam, Netherlands. Vistra provides management,
domiciliation, accounting and corporate secretarial services. The fee per annum is
approximately € 73 thousand (2016: € 62 thousand).

15 Auditor’s fees
2017 2016

fUR fUR

Audit services 44,455 44,455

Audit related services 64,381 0

108,836 44,455

KPMG Accountants N.y. audit fee is € 44 thousand (2016: € 44 thousand). This information is
disclosed as referred to in section 2:392a (1) and Civl Code.

The audit related fees are mainly an additional 9pytus for the third
tranche bond in the EMTN programme. Document to which our report dte
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16 Subsequent events

No relevant subsequent events occurred after balance sheet date.

Amsterdam, February 27, 2018,

The Board of Management:

M.H.G. Vennekens

D. Folgado

J. De Zwart

KPMG Audit
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Other information

Provisions in the Articles of Association governing the appropriation of
profit

Under article 1$ of the Company’s Articles of Association, the profit is at the disposal of the
General Meeting of Shareholders, which can allocate said profit either wholly or partly to the
formation of— or addition to — one or more general or special reserve funds.

Independent auditor’s report
The Auditor’s report is inclcided in the next pages.

KPNlG Audit
Documpflt to which out report datec
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neenent autor’s
resort
To: the General Meeting of Shareholders and the Financial Accounting Supervision
Committee of Redexis Gas Finance B.V.

Report on the audit of the financial statements 2017 included in the annual
report

Our opinion

In our opinion the accompanying financial statements give a true and fair view of the financial
position of Redexis Gas Finance B.V. as at 31 December 2017 and of its result for 2017 in
accordance with Part 9 of Book 2 of the Dutch Civil Code.

What we have audited

We have audited the financial statements 2017 of Redexis Gas Finance B.V. based in
Amsterdam.

The financial statements comprise:

1 the balance sheet as 31 December 2017;

2 the profit and loss account for 2017; and

3 the notes comprising a summary of the accounting policies and other explanatory
information.

Basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on
Auditing. Our responsibilities under those standards are further described in the ‘Our
responsibilities for the audit of the financial statements’ section of our report.

We are independent of Redexis Gas Finance B.V. in accordance with the EU Regulation on
specific requirements regarding statutory audits of public-interest entities, the Wet toezicht
accountantsorganisaties (Wta, Audit firms supervision act), the Verordening inzake de
onafhankelijkheid van accountants bij assurance-opdrachten (ViO, Code of Ethics for
Professional Accountants, a regulation with respect to independence) and other relevant
independence regulations in the Netherlands. Furthermore, we have complied with the
Verordening gedrags- en beroepsregels accountants (VGBA, Dutch Code of Ethics).

1346514- 1 8WOQ1 56045AVN



We believe the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Audit approach

Summary

MATERIALITY

- Materiality of EUR 17.400.000
- 1,5% of total assets

KEY AUDIT MATTERS

- Recoverability assessment in respect to the loan
receivable from Redexis GasS.A.

UNQUALIFIED OPINION

Materiality

Based on our professional judgement we determined the materiality for the financial
statements as a whole at EUR 17.400.000 (2016: EUR 224.000). The materiality is
determined using the benchmark total assets (1,5% in 2017) and using the benchmark net
assets (8% of net assets) in 2016.

We have decided to change the benchmark from net assets to total assets, which is based
upon our knowledge of the entity, our experiences during the prior year audits and based
upon our inquires with Management, who explained that the users of the entity’s financial
statements are mainly focused on total assets and on the ability of the Company to repay its
debt. Based upon this information and our considerations, we concluded prior year
materiality was rather low and therefore decided to change materiality in this year.

KPMG Accountants NV registered with the trade register in the Netherlands under number 33263583. is a member firm of the KPMG network of

k’PiiG independent companies affiliated with KPMG International Cooperative tKPMG International) a Swiss entity
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We consider total assets as the most appropriate benchmark given the activities of Redexis
Gas Finance By. (“the Company”) as a financing activity. We have also taken into account
misstatements and/or possible misstatements that in our opinion are material for the users of
the financial statements for qualitative reasons.

We agreed with the Financial Accounting Supervision Committee of Redexis Gas Finance
B.V. that misstatements in excess of EUR 870.000 (2016: EUR 11.000) (5% in 2017 and
2016), which are identified during the audit, would be reported to them, as well as smaller
misstatements that in our view must be reported on qualitative grounds.

Our key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements. We have communicated the key audit
matter to the Financial Accounting Supervision Committee. The key audit matter is not a
comprehensive reflection of all matters discussed.

This matter was addressed in the context of our audit of the financial statements as a whole
and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

Recoverability assessment in respect to the loan receivable from Redexis Gas S.A.

Description
The Company’s exposure, in terms of credit risk, to Redexis Gas S.A. (a related party) may have a significant
effect on the Company’s financial statements. The outstanding balances (long term receivable and short term
receivable) represent 99,9% of the balance sheet total.
In the event of Redexis Gas S.A. insolvency, the Company has no material assets other than the loans to and
receivable from Redexis Gas S. A. and this related party is the guarantor of the bonds issued by the Company.
Furthermore, the Company’s ability to meet its financial obligations depends on the cash flow generated from
interest income from, and repayment of, the loans to and receivable from Redexis Gas S.A.
As such, the risk of a financial loss of the Company is significant, when Redexis Gas S.A. fails to meet its
contractual obligations towards the Company. Therefore, we considered the recoverability assessment in
respect to the loans to and receivable from Redexis Gas S.A. as a key audit mailer.

Our response
After evaluating design and implementation of the controls regarding the recoverability assessment in respect
to the loan receivable, we performed the following substantive audit procedures with respect to management’s
assessment of credit risk of the loans to and receivable from Redexis Gas S.A.:

- Inquired with the Board of Management of the Company about their assessment of the recoverability,
based upon their knowledge of the recent developments in the financial position and cash flows of
Redexis Gas S.A., and about their evaluation with respect to the recoverability of the loans to and of the
receivable from Redexis Gas S.A.

- We assessed the recoverability of the loans and receivables from Redexis Gas S.A. We inspected and
analysed the audited financial statements for the year 2017 of Redexis Gas S.A. for any potential issue
regarding the assessment of recoverability of the loans receivable. Furthermore, we reviewed certain
working papers (planning and final analytical procedures, latest Financial Statements, forecast/budget,
assessment on the financial performance, going concern assessment and impairment test) of the
auditor of Redexis Gas S.A., supporting their audit opinion on the 2017 financial statements.

KPMG Accountants N.V registered with the trade register in the Netherlands under number 33263683, is a member firm of the KPMG network of
independent companies affiliated with KPMG International Cooperative KPMG Internaticnal’l a Swiss entity
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- Inspected the terms and conditions of the loan agreements between Redexis Gas S.A. and Redexis
Gas Finance By.

- Evaluated the long-term credit ratings and outlook of Redexis Gas S.A. from Fitch and Moody’s.
In addition, we evaluated the adequacy of the Company’s disclosure as presented in Note 9 of the financial
statements.

Our observation
We found that management’s assessment of credit risk of the loan and receivables from Redexis Gas S.A.
resulted in a balanced outcome and the risk is adequately disclosed in Note 9 of the financial statements in
accordance with the Company’s accounting policies as set out on pages 12 to 15.

Report on the other information included in the annual report

In addition to the financial statements and our auditor’s report thereon, the annual report
contains other information that consists of:

— the Board of Management Report;

— the other information pursuant to Part 9 of Book 2 of the Dutch Civil Code;

Based on the following procedures performed, we conclude that the other information:

— is consistent with the financial statements and does not contain material misstatements;

— contains the information as required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained
through our audit of the financial statements or otherwise, we have considered whether the
other information contains material misstatements.

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the
Dutch Civil Code and the Dutch Standard 720. The scope of the procedures performed is
substantially less than the scope of those performed in our audit of the financial statements.

The Board of Management is responsible for the preparation of the other information,
including the Board of Management Report in accordance with Part 9 of Book 2 of the Dutch
Civil Code and the other information pursuant to Part 9 of Book 2 of the Dutch Civil Code.

Report on other legal and regulatory requirements

Engagement

We were engaged by the Board of Management as auditor of Redexis Gas Finance B.V.
since the year 2014 (year of incorporation) and have operated as statutory auditor since that
financial year. On 19 December 2017 we were re-appointed by the Board of Management for
the year 2017.

KPMG Accountants N V registered with the trade register in the Netherlands under number 33263583 is a member firm of the KPMG network of
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No prohibited non-audit services

We have not provided prohibited non-audit services as referred to in Article 5(1) of the
EU Regulation on specific requirements regarding statutory audits of public-interest entities.

Description of responsibilities regarding the financial statements

Responsibilities of the Board of Management and the Financial Accounting
Supervision Committee for the financial statements

The Board of Management is responsible for the preparation and fair presentation of the
financial statements in accordance with Part 9 of Book 2 of the Dutch Civil Code.
Furthermore, the Board of Management is responsible for such internal control as
management determines is necessary to enable the preparation of the financial statements
that are free from material misstatement, whether due to fraud or error.

As part of the preparation of the financial statements, the Board of Management is
responsible for assessing the Company’s ability to continue as a going concern. Based on
the financial reporting frameworks mentioned, the Board of Management should prepare the
financial statements using the going concern basis of accounting unless the Board of
Management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so. The Board of Management should disclose events and
circumstances that may cast significant doubt on the company’s ability to continue as a going
concern in the financial statements.

The Financial Accounting Supervision Committee is responsible for overseeing the
Company’s financial reporting process.

Our responsibilities for the audit of the financial statements

Our objective is to plan and perform the audit engagement in a manner that allows us to
obtain sufficient and appropriate audit evidence for our opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means
we may not detect all material errors and fraud during our audit.

Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements. The materiality affects the nature,
timing and extent of our audit procedures and the evaluation of the effect of identified
misstatements on our opinion.

1]r1r1r1 KPMG Accountants N V registered with the trade register in the Netherlands under number 33263683 is a member firm of the KPMG network of
independent companies affiliated with KPMG International Cooperative (KPMG International) a Swiss entity
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A further description of our responsibilities for the audit of the financial statements is located
at the website of de ‘Koninklijke Nederlandse Beroepsorganisatie van Accountants’ (NBA,
Royal Netherlands Institute of Chartered Accountants) at: http://www. nba. nl/ENG_oob_0 1
This description forms part of our independent auditor’s report.

Amstelveen, 27 February 2018

KPMG Accountants N.y.

L.M.A. van Opzeeland RA
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