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RATING COMMUNICATION

Cerved Rating Agency confirmed the public rating

B1.2
of Proeco S.r.l.

Via Cervese 162/D — Forli (FC), Italy

Cerved Rating Agency on 28/09/2017 confirmed B1.2 rating of Proeco Srl

First issue of the rating: 29/09/2016

PROECO Srl (hereinafter Proeco or the company), an entrepreneurial initiative launched in 2001, operates in

multidisciplinary industrial engineering by offering solutions for the Oil & Gas, Energy, Chemical and Environmental sectors.

Rating factors
e Business model and market positioning

The company is characterized by a flexible business model, suitable for providing consultancy services tailored to the
specific requirements of customers; obtains new orders through independent participation or through ATI in tender
announcements, with the support of its own direct sales network, recently developed also on the foreign
market. Subscribing to Quadro contracts with important players allows Proeco to have a privileged channel in participating
in projects aimed at On / Off Shore Interfacing with drilling facilities. The company supports the user from the feasibility
study up to the production of the project, operating mainly in the Oil & Gas business. In terms of diversification Proeco is
entering new markets including the Power segment and the decommissioning of nuclear plants. Proeco faces sectoral
competitiveness through the multidisciplinary nature of its offering and the presence of specialized technicians to create
ad hoc solutions based on different customer needs. In this respect, the company is investing in R & D and instrumentation
for the LaserScanner and 3D Modeling business, which should guarantee savings in terms of timing, reduced margin of
error, as well as better security conditions and possible economic returns in middle term.

e Key economic results
During the last three years Proeco has shown a stable trend; revenues in 2016 amount to 5 million euros, in line with the
previous year. During the two-year period 2015-2016, the revenue of the Argo Cluster contract, which was completed in
the first part of the 2016 financial year. Compared with a consolidation in business volumes, there is a slight decline, with
EBITDA of 328 thousand euros (EBITDA margin 2016 of 6.5% vs 7.4% of 2015), as a result of the delivery of orders less
profitable in the portfolio. Net Financial Indebtness (IFN) at 31/12/2016 amounts to 89 thousand euros, compared to 669
thousand euros at 31/12/2015. This change has allowed to significantly improve debt sustainability indicators: IFN /
EBITDA from 1.81x to 0.27x, while IFN / PN from 1.29x to 0.14x. During the first half of 2017, Proeco acquired a new
property for the expansion of the historic site; This operation was financed through the activation of medium to long-term
loans, without however cramming the company's financial structure. By the end of 2017 revenues are expected to decrease

by about 20% and marginal operating margins in a slight downturn.
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e Liquidity
At 31/12/2016, the company achieved a gross operating cash flow of approximately 231 thousand euros in line with
previous years. The conclusion of the "Argo Cluster" contract allowed the company to release resources, with a positive
change in the CCNO of about 0.5 million euros. Consequently, there was a positive Net Operating Cash Flow of 734
thousand euros, against a negative figure of 652 thousand euros in 2015. Facing Capex for 68 thousand euros and financial

charges of 16 thousand euros, a Free Cash Flow positive for 650 thousand euros.

Key risk factors

e Market risk
Operating mainly in the Oil & Gas sector, the company is exposed to the oil price fluctuation, which influences the
performance of major oil companies' investments; the company protects against this risk by trying to diversify its
offer. Proeco also develops projects that are sometimes destined for geographic areas characterized by potential
geopolitical risks, althought to date mitigated by high-standing customers.

e Operational risk

The company mainly operates with consolidated suppliers and conducts direct control over outsourced activities in order

to limit possible delays and extra costs associated with the provision of services.

e Financial risk
Proeco is not significantly exposed to credit risk as it mainly operates with high creditworthy customers; payments are
made in relation to the progress of the order. In addition, due to its financial debt content, the company does not suffer

from volatility in interest rates and foreign exchange rates, which do not operate with foreign currencies.

. .
e Acquisition of orders in markets and diversified sector;

e Maintaining of a balanced financial structure.

e The lack of continuity in the acquisition of new orders or the significant increase in the company's financial and
economic situation could result in a negative rating action.

e Considering the expected results for the two-year period 2017-2018, it is assumed that the current rating class is
maintained ss.

The methodology used is available on the Cerved Rating Agency website: www.ratingagency.cerved.com

Responsible Analyst: Stefano De Paoli — stefano.depaoli@cerved.com

Chair of the Rating Committee: Cristina Zuddas - cristina.zuddas@cerved.com

The rating of the Cerved Rating Agency, issued pursuant to Regulation (EC) 1060/2009 and subsequent amendments and additions, is an opinion on
creditworthiness which expresses in summary the ability of the rated party to meet their obligations. The rating of the Cerved Rating Agency is not an
investment advice or a form of financial advice; is not equivalent to recommendations for the sale of securities or the holding of particular investments, nor
does it provide any indication of the opportunity for a particular investor to make a particular investment.
The rating is subject to continuous monitoring until it is withdrawn. The rating was issued at the request of the evaluated subject, or third parties associated
with it, who participated in the process by providing the necessary information required by the analytical team. In addition, publicly available information and
proprietary information was obtained from sources believed to be trusted by the Cerved Rating Agency. The rating has been communicated to the subject
assessed for the purpose of verifying any material errors, within the time limits of the current Rules.
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