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The present report (the “Report”) describes Ascopiave S.p.A. model of Company
Governance, implemented as of the date of this Report, in compliance with instructions by the
Borsa Italiana S.p.A. (“Borsa Italiana”) and compared with the recommendations proposed
by the Code of Self-Regulation dated March 14 20006, drafted by the Corporate Governance
Committee of Traded companies and promoted by the Borsa Italiana (hereinafter called “Code
of Self-Regulation”).. The Report has been prearranged in consideration also of the document
“Guide to filling-out the Corporate Governance report” issued on February 2004 by Assonime and
by Emittente Titolo S.p.A..

1. INTRODUCTION

11 Company structure

Ascopiave S.p.A., with legal head office in Pieve di Soligo (TV), Via Verizzo 1030
(“Ascopiave” or the “Company” or rather the “Issuer”), is one of the main operators on the
national market for gas distribution and sale to end users sector. Its entirely owned network
extends for 6,360 km and currently reaches a customer base of over 970,000 residents in 12
provinces and 155 towns mainly located in Veneto and Friuli Venezia Giulia with some
important presences even in Emilia Romagna and Lombardy regions..

Distribution activities are carried out directly by Ascopiave; in reference to the sale of gas
instead, Ascotrade S.p.A. practises the activity under free competition and is a company held
for 89% by Ascopiave. For a complete description of Ascopiave held group of subsidiary

companies see Www.ascopiave.it/organigramma.asp.

Ascopiave, in compliance with article 93 of the Legislative Decree nr. 58, as later modified (the
“Consoldiated Tax Law”) of Febraury 24 1998, is held by Asco Holding S.p.A., whose share
capital is held by 93 towns, of which 90 located in the Veneto region and 3 in Friuli Venezia
Giulia.

1.2 Modelling the company organisation after the recommendations by the Code of
Self-Regulation

The Self-Regulating Code, not binding and featuring  flexibility necessary for its
implementation by the company , represents an organisational and functional model of
reference for companies traded on the markets organised and managed by the Borsa Italiana,.

Compliance by the traded companies to the Governance system outlined in the
recommendations contained in the Self-Regulating Code is not exactly imposed by any Law:
Agreement to the organisational standards and models proposed by the Code is, therefore,
voluntary and left up to free assessment by the traded companies to which the same is targeted.
However, some recommendations by the Code of Self-Regulation are reflected in Laws or
regulatory provisions and, more specifically, in the Italian Civil Code, in the Consolidated Tax



Law, in the Consob Regulation nr. 11971 of May 14 1999, as ultimately modified by Consob
deliberation nr. 15586 of October 12 2006 (The “Issuers Regulation”), as well as in the
Regulations of Markets Organised and Managed by the Borsa Italiana S.P.A. (The “Borsa
Regulations”) and in the Instructions supplied in the Regulations of Markets Organised and
Managed by the Borsa Italiana S.P.A. (The “Borsa Instructions”), with specific reference to
companies which intend to secure authorisation for admission to negotiating their own shares
with STAR qualification and maintain such qualification after the admission to trading. In
addition, Borsa Italiana has recently made some modifications to the Borsa Regulations and
Borsa Instructions (effective as of March 26 2007) exactly with the purpose of updating and
adjusting requirements by companies included in the STAR segment, to the more specific and
pressing requirements mandated by the Code of Self-Regulations on matters regarding
independent directors, committees within the Board of Directors, Directors remuneration and
internal dealing..

Therefore, based on the above, traded companies can evaluate if to adjust to the Code of Self
Regulation provisions not reflected in the law and/or regulatory provisions through
introduction of appropriate clauses in their company articles of association, or rather through
approval of formal company documents, such as deliberations by the administrative body, or
rather still through non-formalised operating procedures. Furthermore, traded companies are
free to comply in a gradual fashion to such recommendations by the Code of Self-Regulation.

The company agreeing to all or part of the Code of Self-Regulation shall give annual
information to the stock market by specifying: (i) which recommendations of the Self-
Regulating Code have actually been implemented by the issuer and through which procedures,
and (ii) which recommendations, all or in part, have not implemented and, if so, supplying
appropriate information regarding the reasons for the failed or partial application. In addition,
all companies, which have obtained the STAR qualification, are required to notify the Borsa
Italiana by September 10 of every year, any modifications to their own company structure, in
compliance with the provisions of the IA. 2.13.2 of the Borsa Instructions.

Based on the above and specifically referred to Ascopiave, the recommendations by the Self-
Regulating Code have been or rather shall be acknowledged, depending on the case and as
specified as follow: :

- through deliberation of July 5 2006, the Company Assembly, in extraordinary session
has (a) approved the new text of the Company articles of association (hereinafter
“Company Articles of Association”) effective as of the date of Company shares
being traded on the MIBTEL (Italian Computerised Stock Market Trading) Organised
and Managed by Borsa Italian and, (b) has approved a regulation for the orderly and
correct fulfilment of the assembly works;

- through deliberation of July 24 2006, Ascopiave Board of Directors has, among other
things, deliberated (a) to implement some codes of ethic regarding privileged
information, operations with related parties and fulfilment of the obligations provided
by art. 114, paragraph 7 of the Consolidated Tax Law (s.c. Internal Dealing), (b)



appointed a person responsible for handling relations with the institutional investors
and other shareholders (s.c. Investor Relator), as well as an information contact person or
substitute, (c) call an ordinary Company Assembly to implement deliberations needed
to insure the presence within the Board of Directors of a required number of
indepented Directors before the date of admission to trading, , (d) set up Internal
Auditing and Wage Committees within the Board of Directors and postponing
actual identification of their members to a Board meeting to be held after identification
of the independent Directors, as described in the previous letter (c);

- through deliberation of August 30 2006, the Company Assembly has decided to
complete the Board of Directors through appointment of two indepented Directors
effective as of the date of admission to trading Company shares;

- through deliberation of September 11 2006, the Company Board of Directors has (a)
approved the text of the “code of ethics concerning company information to the
market” , of the “Code of ethics on #nternal dealing’ and of the “Code of ethics on
operations with related parties” and (b) appointed the members of the Internal
Auditing Committee and Wage Committee and implementing the respective rules
effective as of the date of beginning Company share trading, excluding the “code of
ethics regarding company information to the market” which has become effective as of
the date of its approval;

- through deliberation of Febraury 14 2007, the Company Board of Directors has (i)
appointed dott. Ferruccio Bresolin, already Coampny indepented Director, as a Lead
Indepented Director and dott. Matteo Testa as Manager for the office of Internal Auditing as
well as the subject assigned to Internal Auditing, effective as of his hiring date at
Ascopiave (March 12 2007); and (ii) has identified dott. Gildo Salton, President of the
Coampny Board of Directors, as the executive Director charged with supervising the
functions of Internal Auditing System;

- through deliberation of March 28 2007, the Coampny Board of Directors has
deliberated to implement an incentive and retaining wage system targeted for Directors
and employees of Ascopiave and its subsidiaries, holding important roles or offices,
based on share trend and taking in consideration also the achievement of specific
objectives of performance, giving mandate to the Wage Committee to draft a proposal to
be submitted before the Board and containing the guide lines for the plan, and to be

submitted for approval before the Shareholders Assembly, in compliance with article
114-bis of the Conciliated Tax Law.

Ascopiave shares are traded on the STAR segment of the MIBTEL and Organised and
Managed by Borsa Italiana effective December 12 2006 (the “Starting Date of Trading”).

Now, therefore, following is described the Ascopiave Company Governance system indicating,
each time, the standards and the recommendations by the Code of Self-Regulation, which have
been or rather shall be applied following completion of the relative implementing process.



2. BOARD OF DIRECTORS ROLE

Ascopiave Board of Directors holds a primary role within the Coampny system of Governance
because it decides the strategic objectives for Ascopiave and the Group subsidiary companies
and insures their achievement. In addition, the Board fulfils an important function in reference
to the correct handling of company information and relations with the shareholders. In
reference to the role of the Board of Directors concerning the definition and fulfilment of the
operations with related parties, see the subsequent point 11 of the Report.

For that purpose, article 19 of the Coampny Articles of Association recognises to the Board of
Directors the broadest powers for managing the Company, bar none, and the faculty of
carrying out all actions deemed proper for the implementation and achievement of the
company objectives, excluding only those that the Law absolutely reserves to the Shareholders
Assembly. (http://ascopiave.irelations.it/files /10340 Statuto Ascopiave SpA.pdf).

Moreover, still according to the provisions of art. 19 of the Coampny Articles of Association,
the Board of Directors is entitled with making non-delegatable deliberations in compliance
with art. 2436 of the Italian Civil Code regarding:

- mergers or demergers according to articles 2505, 2505-bis and 2506-fer of the Italian
Civil Code;

- establishment or suppression of secondary company branches;

- transfer of the Coampny head office within the national territory;

- indicating which Directors hold the company legal representation;

- decrease of the share capital following a shareholder withdrawal;

- adjusting the company articles of association to mandatory law provisions,

being understood that said deliberations might be anyway assumed by the Shareholders
Assemblies meeting in extraordinary sessions.

On July 24 2006, the Board of Directors has deliberated that the following exclusive functions
are included in the enforcing Standard 1.C.1 of the Code of Self Regulation:

- review and approval of the strategic, industrial and financial plans of the Issuer and its
Group, Governance system of the same Issuer and its Group structure;

- assessing appropriateness of the general organisational, administrative and accounting
structures of the issuer and its strategically important subsidiaries drafted by the Directors,
with special reference to the Internal Auditing system and handling situations of conflict of
interests;

- conferment and revocation of proxies to Directors by defining their exercising



restrictions and procedures;

- after reviewing the proposals submitted by the charged committee and consulted the
Board of Auditors, define the remuneration for the Managing Directors and other Directors
who hold special offices, as well as, whereby the Assembly has not provided for, allocation of
the comprehensive remuneration for the members of the Board of Directors;

- taking in particular consideration information received from delegated bodies, as well
as periodically comparing the results achieved with the planned one, assess the general situation
of the operation;

- acquisition of companies and shareholding and merger or demerging operations or
extraordinary operations involving a strategic, economical, assets and fianncail importance for
the Issuer itself.

Through a non-formalised operating procedure, Ascopiave firmly believes to comply with the
provisions of Principle 1.P.2 of the Code of Self-Regulation with reference to the obligations
by the Board of Directors to act and deliberate through cognizance of the causes and
autonomously in pursuing the objectives of creating value for the shareholders.

3. CONVOCATION AND MEETINGS OF THE BOARD OF DIRECTORS

Art. 17 of the Coampny Articles of Association provide that the convocation of the Board of
Directors be issued by its President or Vice-President (if appointed), by a Managing Director,
or by one of the Auditors, prior notification to its President.

the Coampny Articles of Association does not provide for a minimum time stages for the
meetings of the Board of Directors; however, in compliance with the provisions of Principle
1.P.1 of the Code of Self Regulation, on July 24 2006 the Coampny Board has deliberated,
among other things, to undertake the commitment of meeting at least quarterly, except when
different needs or urgency requires.

During fiscal year 2006 and up to the date of the annual Report, the Board of Directors has
met 16 times, of which 2 as of the Date of Starting Trading. For detailed information on the
frequency of attending Board meeting by each Director, see Table 1 attached to the Report.

In reference to the Board of Directors calendar of meetings expected for 2007, refer to the
internet web site www.ascopiave.it, section “Zuvestor relations”, item “calendar of events”.




4. MAKE-UP OF THE BOARD OF DIRECTORS

According to the provision of art. 14 of the Coampny Articles of Associaiton, the Board of
Directors is made-up by a minimum of 3 (three) members to a maximum of 5 (five), even non-
shareholders, appointed by the Assembly. Members of the Board of Directors remain in office
for three fiscal years and their mandates expire as of the date of Assembly meeting in session to
approve the financial statement of the last fiscal year of their mandate. The members of the
Board of Directors are re-eligible.

Currently Ascopiave Board of Directors is made-up by 5 (five) members who will remain in
office until approval of the financial statement for fiscal year ending on December 31 2007. In
fact, August 30 2006 Assembly session has completed the Board, initially of 3 (three) members
appointed by the Assembly on July 28 2005, by appointing two independent Directors
effective as of the Trading Starting Date, in compliance with the new text of the Coampny
Articles of Association.

The following currently hold appointment of Directorship: Gildo Salton (President), Alfonso
Beninatto (non-executive Director), Gianantonio Bortolin (non-executive Director), Flavio
Trinca (indepented Director), and Ferruccio Bresolin (indepented Director).

On the following table are listed the members of the Board of Directors holding appointments
in other traded companies, or rather in financing, banking, insurance or sizeable companies.

TABLE
Gildo Salton Office Company
President of the Board
of Directors
President of the Board of Asco Holding S.p.A.
Directors
Member of the Management Federutility
Board
President of the Board of Mirant Italia S.r.L
Directors
Director and Member Compagnia Mobiliare Valsana
S.r.l.
Alfonso Beninatto Office Company
Board Director
Board Director Asco Holding S.p.A.

Vice President of the Board of GE.O.MARC@ Catasto e
Directors




Servizi S.r.L.

Gianantonio Bortolin

Board Director

Office

Company

President of the Board of
Directors

Board Director

Global Energy S.p.A.

Asco Holding S.p.A.

Ferruccio Bresolin Office Company

Board Director
Member of the Audit Fondazione CASSAMARCA
Committee

Vice President of the Board of
Directors

Fondazione etica ed economica
di Bassano del Grappa (Bassano
del  Grappa  Ethical and
Economic Foundation)

Flavio Trinca

Board Director

Office

Board Director
Board Director

Member of the Advisory
Board

President of the Board of
Directors

President of the Board of
Directors

President of the Board of
Statutory Auditors

President of the Board of
Statutory Auditors

Board Director

President of the Board of
Directors

Company

Banca di Bergamo S.p.A.

Istituto Centrale delle Banche
Popolari Italiane S.p.A.

Claris Vita S.p.A.

Banca Meridiana S.p.A.

Veneto Banca S.c.p.a.

Gruppo Monti S.p.A.

Fashion box Group S.p.A.
Banca del Garda — Garda Bank

S.p.A.

B.C. Eximbank S.A.



Vice-president of the Board of Veneto  Ireland  Financial
Directors Services

Board Director Ferax S.p.A.

Consistent with the Standard 1.C.3 and based on prior experiences,, the Board of Directors
believes that, the number of appointments as director or auditor in other companies by its
own members , does not interfere and therefore compatible with an effective fulfilment of the
mandate of Coampny Director.

Based on the provisions of articles 147-guinguies and 148 of the Consolidated Tax Law, the
members of the Board of Directors have an established reputation as members of supervising
bodies, as well as the requirements of qualifications and experience necessary to fulfil
effectively and efficiently their mandates, as per regulation issued by the Justice Ministry nr. 162
of March 30 2000.

4.1 Executive Directors

On July 28 2005, the Coampny Board of Directors has deliberated to confer Gildo Salton,
President of the same Board of Directors, and the powers for the Coampny ordinary
administration, except those reserved by the Law and/or Coampny Articles of Association to
the Board of Directors or Sharcholders Assembly.

Such choice is based mainly on the fact that the Coampny, considering its size and
organisational structure, has believed in foregoing establishing within itself a general director
office, thus preferring to conifer operating mandates to the President, who is provided with
know-how and authoritative abilities needed to fulfil such function.

According to the provisions of art. 19.4 of the Company Articles of Association, the President
reports, at least quarterly, to the Board of Directors and Board of Auditors on his actions, on
the general operating progress, on its foreseeable outlook, as well as, major important
economical, assets and financial operations carried out by the Coampny and its subsidiaries; in
particular, the President supplies information on operations having a personal or third parties
interests.

Moreover, in line with the Enforcing Standard 2.C.2, the Board of Directors at the meeting of
July 24 2006, has deliberated that the President supply information regarding main legislative
and regulatory news in reference to regulatory framework within which the Coampny operates,
as well as on the exercising of the functions by the company organs, at the Board meetings
immediately after the date in which he has become aware of such news.
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4.2 Non-executive Directors

Alfonso Beninatto, Gianantonio Botrtolin, Ferruccio Bresolin and Flavio Ttrinca are non-
executive Directors, because lacking operating mandates and/or managing functions within the
company. In compliance with the Principle 2.P.2 of the Code of Self-Regulation, non-executive
Directors contribute their specific expertise to the Board discussions, thus contributing to the
implementation of balanced decisions and supplying special care in areas in which conflicts of
interests may emerge.

4.3 Independent Directors

In compliance with the Principle 3.P.1 of the Self-Regulating Code and through deliberation of
August 30 2006, the Coampny has provided in completing the Board of Directors through the
appointment of 2 independent Directors effective as of the Trading Starting Date. .

According to the Principle 3.P.2. of the Code of Self-Regulation, the non-bias attitude of the
directors appointed at the August 30 2006 deliberation, has been subject of verification by the
Coampny Board of Directors during their appointment session, as well as expressly stated in
writing by the same Directors. Such verification has been conducted based on the standards
established in the Borsa Regulation and Instructions, as well as according to the principles and
enforcing standard indicated in art. 3 of the Self-Regulating Code.

The number of indepented Directors (2 on a Board of 5) shows to be appropriate on the basis
provided by art. IA.2.13.6 of the Borsa Instructions, either in relation to the size of the Board
and activities of the Issuer and based on Coampny beliefs. The Board is sufficiently numbered
for establishing committees within itself.

4.4 Lead independent director

In the meeting of Febraury 14 2007 and in line with the Enforcing Standard 2.C.3 of the Self-
Regulating Code, the Board of Director has appointed as Iead Independent Director dott.
Ferruccio Bresolin, already a Coampny independent Director. Such figure is expressly provided
by the Code of Self-Regulation in case the President of the Board of Directors is the main
responsible figure of the company operation or rather when the office of President is held by
the same person controlling the Issuer. In such case, it is the Lead Independent Director
responsibility to act as a point of reference and coordination for the requests and contributions
by the non-executive Directors and, in particular, of the indepented Directors.

The Coampny Board of Directors has provided in appointing dott. Ferruccio Bresolin as Lead
Independent Director because the President of the Board of Directors Gildo Salton is the holder
of several operating mandates and is the chief responsible officer charged with the operation
of the company (see preceding point 4.1). In particular and as the Board of Directors has
deliberated, the Lead Independent Director will cooperate with the President in order to guarantee
that Directors (especially non-executive Directors) are supplied with complete and timely flows
of information. In order to perform in full his role, the Board of Directors has conferred to the
Lead Independent Director the faculty to convene meetings of the sole independent Directors
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autonomously or upon request by the other Directors, to discuss subjects considered of
interest in reference to the operating of the Board of Directors or about the management of
the company.

5. APPOINTING DIRECTORS

According to the provisions of art. 15 of the Company Articles of Associaiton, members of the
Board of Directors are appointed through the s.c. list vote prepared by shareholders, alone or
with other shareholders, who altogether hold shares representing at least 2% of the company
shares with voting right in ordinary Assemblies.

In compliance with Principle 6.P.1 of the Code of Self-Regulation, art. 15 of the Company
Articles of Association provides that the lists submitted by shareholders are to be filed at the
company legal head office and published at least on a nationally distributed daily paper and at
least 15 days before the date set for the first convocation of the Assembly. Within the same
above terms and together with the list. It shall be filed also the statements by which each
individual candidate accept their own candidacy and state, under each own responsibility, the
inexistence of impeding causes to their eligibility and compatibility, as well as the possession of
requirements prescribed by legislation applicable each time.

The first candidate of each list must be provided with the requirements of independence
defined by the provisions of the Borsa Regulations and relative Instructions.

Upon the results by the Assembly, the first four candidates on the list who have obtained the
majority of the votes and first candidate of the list resulting second according to the number of
votes shall be considered elected..

The electing mechanism through the s.c. list vote, guarantees transparency as well as prompt
and appropriate information on the personal and professional traits of the candidates to the
office.

As of the date of the Report, the Board of Directors has not provided establishing within itself,
a committee for proposing members of the Board of Directors, not envisioning at the moment
grounds for such need. Such choice has been dictated by the fact that the current regulatory
and enforcing provisions and provisions by the Coampny Articles of Association — in particular
the mechanism of election through list vote- provide appropriate transparency to the procedure
of selecting and indicating candidates.

6. REMUNERATION FOR THE DIRECTORS

Directors’ remunerations are deliberated by the Shareholders Assemblies, in compliance with
art. 21, paragraph 2 of the Coampny Articles of Association, remuneration for the Directors
invested with special offices is established by the Board of Directors based on consultations
with the Board of Auditors.

As previously described, the Coampny has provided in establishing a Wage Committee with
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proactive functions regarding remuneration for executive Directors and Managers with
strategic responsibilities for which we refer to point 7.

In addition and in compliance with art. 2.2.3, paragraph 3, letter (n) of the Borsa Regulation
and, in particular, the Enforcing Standard 7.C.1 of the Self-Regulating Code, on March 28
2007, the Board of Directors has deliberated implementation of a remunerating plan based: (i)
on the Coampny share trend, as well as, (ii) on achieving defined objectives of performance, in
line with the best market practises, aimed at motivating and retaining Coampny and Group
executive Directors as well as Coampny employees holding positions of major importance and
thus more directly responsible for the company results.

According the standards of corporate governance, which the Coampny has subscribed to, the plan
guidelines must be proposed before the Board of Directors by the Wage Committee. The
Committee proposal, whereby shared by the Board of Directors, will be submitted to the review of
the Shareholders Assembly for its approval, according to the provisions of art. 114-bis of the
Consolidated Tax Law. Such assembly may be held by the 30% of June 2007, due date for the
approval of the modifications to the company Articles of Association required by the most recent
legislations (see subset point 14).

7. SET-UP AND OPERATION OF THE COMMITTEES WITHIN THE BOARD OF
DIRECTORS

The July 24 2006 Board of Directors meeting has deliberated to establish a Wage Committee
and Internal Auditing Committee, in compliance with the provisions, respectively of Principles
7 and 8 of the Self-Regulating Code as well as according to art. 2.2.3, paragraph 3, letter m) of
the Borsa Regulations.

Such Committees, according to the provisions of art. 5 of the Self-Regulating Code represent
the internal extension of the Board of Directors and fulfil an advisory and/or proactive role,
thus improving functionality and strategic directing capacities of the same Board. .

On September 11 2006, the Board of Directors has appointed members of Wage Committee
and Internal Auditing Committee the following Directors:

- Alfonso Beninatto (non-executive Director);

- Flavio Trinca (independent Director);

- Ferruccio Bresolin (independent Director);
effective as of the Trading Starting Date.

As of the date of the Report, neither of the Committees has believed necessary and/or
appropriate turning to external consultants for the fulfilment of their own duties.
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71 Wage Committee

According to the instructions by the Code of Self-Regulation, the Wage Committee is made up
by non-executive Directors, most of whom independent, and its duty is to submit proposals to
the Board of Directors, in the absence of the direct concerned party, for the remuneration of
managing Directors and of those holding special offices, as well as , based on indications by
the managing Directors, defining the criteria for remuneration of the Company top
management, therein included any stock option plans or share assignments.

From the Trading Starting Date to the Report date, the Wage Committee has held 1 meeting,
during which it has provided to the appointment of the Committee President.

Such meetings have been attended by all the members of the Wage Committee.

During 2007 operating year, 4 meetings are expected to be held by the Wage Committee.

7.2 Internal Auditing Committee

Based on application of art. 2.2.3, paragraph 3, letter o) of the Borsa Regulations, Ascopiave
has established an Internal Auditing Committee made up by non-executive Directors most of
whom independent, with advisory and proactive functions before the Board of Directors

regarding:

(i)  definition of the policy making of the Internal Auditing system and assessing its
suitability, as well as effective operation of such system;

(i)  assessing the work plan prepared by persons assigned to the Internal Auditing
and their reception of periodical reports;

(i) assessing, jointly with company administrative managers and auditors,
appropriateness of the accounting standards utilised and, in case of Groups, their
uniformity in order to the drafting of the consolidated fianncail statements;

(iv) assessing bids submitted by external auditing companies for securing their
mandates, as well as, assessing the work plan arranged for the audit of the results
shown on the report and letter of recommendations.

According to Principle 8.P.4 of the Code of Self-Regulation, one Member of the Internal
Auditing Committee, dott. Flavio Trinca, a Chartered Accountant, registered with the Registry
of Auditors, has an extensive experience in accounting and finance because of the activity

practised and experience matured as Board Member and Auditor of other companies.
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From the Trading Starting Date to the Report date, the Internal Auditing Committee has held
2 meetings. In particular, during meeting of Febraury 14 2007, the Committee has:

- reviewed the quarterly fianncail report as of December 31 2000;
- acknowledged its own duties;
- appointed the President of the Committee; and

- expressed favourable opinion for the appointment of dott. Matteo Testa as the
manager of Internal Auditing.

Pursuant the fulfilment of its own duties, the Internal Auditing Committee has provided in
carrying out its own assessment on the appropriateness of the Internal Auditing System,
supporting the Board of Directors in defining the essential elements of such system to the
extent of the Report. The Draft of the Report has been reviewed by the Internal Auditing
Committee during the meeting held on March 26 2007.

Such meetings have been attended by all the members of the Internal Auditing Committee as
well as by the President of the Board of Auditors.

The Internal Auditing Committee fulfils its own functions in coordination with the Board of
Auditors and with the manager of Internal Auditing, by reporting to the Board of Directors at
least every six months, during approval of the mid-year financial statement and report.

During 2007 operating year, 4 meetings are expected to be held by the Internal Auditing
Committee.

8. HANDLING CONFIDENTIAL INFORMATION

The Code of Self-Regulation provides that the Directors and Auditors be obligated to keep
documents and information acquired during the fulfilment of their duties confidential and to
comply with the procedure implemented by the Coampny for internal management and
disclosure to the outside of such document and information..

In compliance with such conduct and with the provisions of articles 114, first and twelfth
paragraph and 115-/is and subsequent of the Consolidated Tax Law as well as articles 66 and
subsequent and 152-/is and subsequent of the Issuers Regulations, on July 24 July April 2006
the Board of Directors has approved implementation of a code of conduct for privileged
information (the “Code for handling privileged information”), and establishing a special
register for persons who, based on their working or professional activities, or rather based on
the functions fulfilled, have access to privileged information (the “Register of Persons
Informed”).

Through September 11 2006 deliberation and according to the previous deliberations, the
Board has approved the Code for handling privileged information and established a Register of
Persons Informed effective as of the date of deliberation. The text of the code, approved by
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the Company, provides first of all, for an obligation charged to the Coampny Directors and all
those who, based on their working or professional activity, have access to privileged
information concerning the Issuer or its subsidiaries (the “Informed Persons”), to maintain
confidentiality on such information. Therefore, the Code provides for a specific procedure
aimed at regulating the procedures and terms according which important information
concerning the Company must be disclosed to the market, in compliance with the enforceable
legislative and regulatory provisions. Lastly, the Code provides for the establishing of a Register
of Person Informed and regulates the procedures of filling-it-out and keeping it updated, in
compliance with the provisions established by art. 115-bis of the Consolidated Tax Law. Dates
referring to Informed Person entered in the Register are kept for 5 years, starting from the date
in which the event triggering registration of the Informed Person in the Register is not
applicable anymore or rather updating data related to the same person.

9. INTERNAL DEALING

In compliance with the provisions of art. 114, seventh paragraph of the Consolidated Tax Law
and articles 152-sexies and subsequent of the Issuers Regulations, on July 24 2006 the Board of
Directors has deliberated the implementation of a code of conduct regarding znternal dealing (the
“Code of Internal Dealing”), which identifies the s.c. “relevant subjects” and regulates
procedures of disclosing to Consob and to the public at large the operations carried out by the
same subjects and concerning shares issued by the traded company or other financial
instruments connected to the same. On September 11 2006, the Board has approved the text
of the Code of znternal dealing

(http://ascopiave.irelations.it/files /10340 Codicecomportamento.pdf), which specifies the
procedures trough which the relevant subject (i.e.: subjects obligated to disclose Coampny

operations on shares or financial instruments) must carry out such disclosures to the Coampny
itself and/or to Consob. In addition and in line with the provisions of art. 2.2.3, paragraph 3,
letter (p), the Code provides for a prohibition to transact on the Coampny shares and/or
financial instrument by the “relevant subjects” during the s.c. black-out periods, meaning during
the 30 calendar days preceding disclosing to the public the approval of the draft financial
statement and mid-year financial report and during the 15 calendar days preceding approval of
the quarterly financial reports. .

As implementation of the provisions of the Code of Internal Dealing and Code on Privileged
Information, as well as according to the provisions of art. 2.6.1, Title 2.6 of the Borsa
Regulations, on the September 11 meeting, the Board of Directors, as modification to the
previous deliberations, has appointed dott.ssa Velentina Sandri as Information Relator and
dott. Edo Cecchinel as her substitute, assigning to them the duty of complying with the
legislative and regulatory provisions charged to the aforesaid Information Relator, with
particular reference to the provisions on  internal dealing and disclosures to the market, as
mandated by Title 2.6 of the Borsa Regulations and, more generally, to the provisions of the
Code of Internal Dealing and Code of Privileged Information.
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10. INTERNAL AUDITING SYSTEM

The Internal Auditing System is based on the whole of rules, procedures and organisational
structures aimed at allowing an healthy, correct and operating of a company consistent with the
planned objectives, through an appropriate process of identification, measurement,
management and monitoring of the main risks.

It is the responsibility of the Board of Directors to set the guidelines for Internal Auditing and
assess, at least annually, its suitability, efficient and effective operation. For that purpose, the
Board of Directors utilises the Internal Auditing Committee (see preceding point 7.2), of the
office of Internal Anditing and the manager of Internal Auditing..

The position responsible for internal auditing has been identified by the Board of Directors
through deliberation of Febraury 14 2007 in dott. Matteo Testa (the “Manager for Internal
Auditing”), effective as his hiring date (March 12 2007). Appointment of the Internal Auditing
Manager has been accomplished based on the advice by the Internal Auditing Committee and
based on the technical expertise and appropriateness of professional experiences, in order to
the fulfilment of the mandate by dott. Testa. The Internal Auditing Manager, in compliance
with the recommendations by the Enforcing Standard 8.C.1 of the Code of Self-Regulation is
charged with making sure the internal auditing system is always appropriate, fully operational
and functioning, and reports his own actions to the Internal Auditing Committee and to the
Board of Auditors; if requested so, he reports also to the President, because mandated to
supervise the operation of the internal auditing system. The Internal Auditing Manager reports
about the procedures by which risk management as well as compliance with the plans defined
for their containment is performed, and expresses his evaluation on the suitability of the
internal auditing in achieving an acceptable overall risk profile.

The Internal Auditing Manager is responsible for the Internal Auditing position. Such position
reports directly to Ascopiave President, he is not responsible for any operating activity and has
the duty to verify that the Internal Auditing System is always appropriate, fully operational and
functioning. As manager of Internal Auditing, dott Testa has access to all information necessary
to the fulfilment of his mandate and reports about his actions to the Internal Auditing
Committee and to the Board of Auditor.

Through deliberation of February 14 2007, the Board of Directors has also deliberated, in
compliance with the provision of the Enforcing Standard 8.C.1, letter (b) of the Code of Self-
Regulation, by identifying dott, Gildo Salton (President of the Board of Directors) as the
executive Director in charge of supervising the internal auditing system. Such choice, shared
also by the Internal Auditing Committee is motivated based on the importance that dott.
Salton holds within Ascopiave company structure, because of being holder of several operating
mandates and, above all, chief responsible of company management.

In addition, each Coampny manager of business units and general management office, have the
responsibility to define, manage and monitor the efficient functioning of Internal Auditing to
the extent of the area of responsibility and the guidelines of the auditing system established by
the Board of Directors and directives received in order to the execution of such guidelines. All
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employees, each to the extent of their respective roles, contribute to insure an effective
operation of Ascopiave Internal Auditing System.

Supervising and auditing functions reserved by the law to the Board of Auditors are excluded,
while the activities of independent accounting auditing is entrusted to the external auditing
company Reconta Ernst&Young..

In compliance with the provision of articles 2.2.3, paragraph 3, letter (k) and 2.2.3-bis of the
Borsa Regulation, Ascopiave company intends to set up as soon as possible an organisational,
management and auditing model as described in art. 6 of the Legislative Decree nr. 231 of
June 8 2001..

11. OPERATIONS WITH RELATED PARTIES

According to the provision of Principle 9 of the Self-Regulating Code, the Board of Directors
enacts measures aimed at insuring that operations initiated with the related parties are to be
carried out in a transparent manner and by respecting the principles of essentiality and rule of
procedures. Similar obligations are contained in article 2391-bis of the Italian Civil Code, based
on which companies administrative bodies who turn to risk capital market, shall adopt
appropriate internal rules and procedures aimed at regulating execution of operations with
related parties , even through subsidiaries of the same Coampny, thus insuring essential and
procedural transparency and correctness (the “Code on Operations with Related Parties”).

The content of the above provisions has been explained to the Board by the President of the
Board of Directors during a meeting of July 24 2006. The President has additionally explained
the definition of “related party” with reference to the reminded provisions, which is the one
provided by the accounting standard IAS/IFRS 24 and as reminded by art. 2, letter h) of the
Issuers Regulations. Based on such standard, the definition of “related party” is the party that:

(a) directly or indirectly, through one or more intermediaries:

@) controls the entity, it is controlled, or subject to joint control (therein
included the controlling, controlled entities and subsidiaries);

(i1) holds enough share of the entity such to exercise a noticeable influence
on the latter; or

(iii) jointly controls the entity;

(b) it is a subsidiary of the entity;

(© itis a joint venture in which the entity is a shareholder;

(d) is one of the entity or its controlling entity executive with strategic
responsibilities;

() is a close relative of one of the subjects in points (a) or (d);
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® is controlled, jointly controlled or subject to noticeable influence by one of the
subjects as in points (d) or (e), or rather such subjects hold, directly or
indirectly, a significant share of voting right; or

) it is a pension fund for the employees of the entity or of any other controlled
entity.

According to the provisions mentioned up to now, on July 24 2006, the Board of Directors has
deliberated the implementation of a Code of Operations with Related Parties containing the
standards to follow in reference to the discharge of any Coampny operation with the
counterparties included in the definition of “related party”.

Through deliberation dated September 11 2006, the Board of Directors has approved the text
of the above mentioned Code which, by regulating authorities of the company bodies regarding
execution of operations with Related Parties, provides, among others, that the operations
exceeding the amount of Euro 250,000 and, in any case, operations that may affect
safeguarding of the company assets or completeness and correctness of the information, even
accounting, concerning the Issuer or one of its subsidiary, are always approved by the involved
Coampny Board of Directors. For operations included in day to day management of company
business and for operations whose amount does not exceed annually Euro 250,000, it is not
necessary approval by the involved company administrative body, because the fulfilment of
said operations are included in the powers subject to mandate conferred to one or more
members of the same company administrative body; such operations are subject of information
to the Board of Directors by one of the managing directors provided with proxy, during the
first useful meeting subsequent fulfilment of the operation.

Ascopiave Board of Directors provides in disclosing in the management report all Operations
with Related Parties, provided by art. 2428 of the Italian Civil Code. The Code further
establishes the procedures by which operation with Related Parties must be disclosed to the
market, as well as the obligations of informing the Board of Auditors.

12. AUDITORS

Principle 10.P.1 of the Code of Self-Regulation provides that the appointment of auditors be
carried out according a transparent procedure that would guarantee, among other things,
prompt and appropriate information on the personal and professional traits of the candidate to
the position.

According to the provisions of article 22.3 of the Articles of Association, the Board of
Auditors is appointed based on lists submitted by shareholders. They have the right to submit
a list, those shareholders who, alone or rather with other shareholders, represent at least 2%
(two percent) of the company share capital.

In compliance with the above cited Principle 10.P.1 of the Code of Self-Regulation, the list
must be filed at the Company legal head office and published at least on a nationally distributed
daily paper at least fifteen days before the date set for the Assembly in first convocation.
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Together with each of the list and within the above term, statements by which each individual
candidate accept their own candidacy and state, under each own responsibility, the inexistence
of causes for incompatibility and possession of the requirements provided by the current
legislation for such appointments, as well as (i) an exhaustive information regarding the
candidates personal and professional traits, shall be filed at the Company legal head office.

Shall be considered as elected auditors the first two candidates of the list who have obtained
the greatest number of votes and the first candidate of the list resulting second by number of
votes, who shall also be appointed President of the Board of Auditors..

The first alternate auditor of the list that shall have obtained the greater number of votes and
the first alternate auditor candidate of the list resulting second by the number of votes, shall be
considered as elected alternate auditors.

In case of tie between two or mote lists, shall be considered as elected auditors the most senior
of the candidates by age, up to reaching the number of appointments to be conferred.

In case of early termination, for any cause, of the mandate of an elected auditor, the same shall
be replaced by the alternate auditor part of the same list of the replaced auditor.

If through alternate auditors the Board of Auditors is not completed, an Assembly must be
called to meeting in order to provide for the completion of the Board of Auditors by choosing,
whereby eligible auditors are still available, amongst the names from the list to which the
auditor ceasing the appointment belonged. In all cases whereby is not possible to complete the
Board of Auditors according to the above procedures, the provisions of law shall apply.

The voting mechanism through the s.c. list vote, guarantees transparency as well as prompt and
appropriate information on the personal and professional traits of the candidates to the office.

The current Board of Auditors, appointed by the Assembly of December 27 2004 and in office
until approval of the 2007 financial statement, is made up as follow:
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Other components Office

Lino De Luca President of the Board of Statutory Auditors
Graziano Gianmichele Visentin Statutory Auditor
Fabio Sforza Statutory Auditor
Marco Fregolent Alternate Auditor
Paola Collattuzzo Alternate Auditor

The Auditors in office are provided with the requirements of independence demanded by the
law for members of the board of auditors, as well as those provided by the Code of Self-
Regulation for Directors. The Board of Auditors has verified the existence of such
requirements during the procedure of admission to trading of the Coampny securities.

Following are reported the offices held by the Auditors De Luca and Visentin in other traded
companies:

Lino De Luca Office Listed company

President of the Board of Statutory GEMINA Generale Immobiliare
Auditors Interessenze Azionarie S.p.A.

Graziano Office Listed company
Visentin

President of the Board of Statutory PREMAFIN FINANZIARIA

Auditors S.p.a.

President of the Board of Statutory MILANO ASSICURAZIONI

Auditors S.p.a.

Statutory Auditor ALLEANZA ASSICURAZIONI
S.p.a.

Statutory Auditor MARCOLIN S.p.a.

Director ALERION INDUSTRIES S.p.a.
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During 2006 the Board of Auditors has held [10] meetings of which|[2] since the Trading
Starting Date until the date of the Report. For more details on the attendance of each Auditor
to meetings of the Board of Auditors, see Table 1 attached to the Report.

13. RELATIONS WITH THE SHAREHOLDERS

In order to its own specific interest and besides a duty before the market, the Issuer has
considered as proper to establish, since the moment of trading, an ongoing dialogue with the
shareholders at large based on reciprocal comprehension of the roles; a dialogue that, designed
anyway to be fulfilled in compliance with the procedure of disclosure of company documents
and information. Furthermore, art. 2.2.3 of the Borsa Regulations provides with specific
reference to companies intending to secure admission to trading with “STAR” qualification, for
their obligation to identify, inside their organisational structures, a professionally qualified
subject (znvestor relator) who is appointed with the specific mandate of handling relations with
investors at large..

Based on the above and in compliance with the recommendations of Principle 11 of the Code
of Self-Regulation, during the meeting of July 24 20006, the Board of Directors has appointed
dott. Giacomo Bignucolo as Investor Relator, with the responsibilities of handling relations with
investors..

With reference to Standard 11.C.5 of the Code of Self-Regulation, on July 5 2006 the
Coampny Assembly meeting in ordinary session, has deliberated to implement an assembly
regulation, which has become effective as of the Trading Starting Date
(http://ascopiave.irelations.it/files /10340 Regolamento assembleare.pdf). In particular, said

standard is aimed at regulating the conduct of shareholders Assembly, thus guaranteeing
correct and orderly fulfilment of the same and, in particular, the right by each shareholder to
take part in discussions of the agenda and to represent a valid instrument for guaranteeing
safeguard of the rights of all the sharcholders and correct interpretation of the assembly will.

The assembly regulation may undergo modifications during fiscal year 2007 in order to
acknowledge the provisions of Law and of the Decree on Savings..

In conclusion, Ascopiave has established a special “Znvestor relations” section inside its own
Internet web site (www.ascopiave.it), on which information about the Coampny, which carry
an importance for its own shareholders, according to the provisions of Standard 11.C.1 of the
Code of Self-Regulation are made available.
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14. ARTICLES OF ASSOCIATION
As soon as possible, the Company will implement its Articles of Association necessary in order
to comply with the current statutory provisions introduced by Law nr. 262 of December 28

2005, as modified and integrated by the Legislative Decree nr. 303 of December 29 2000, even
in compliance with the provisions of implementation, which will be issued by Consob.

Pieve di Soligo, 28 March 2007
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Gruppo Ascopiave Appendice alla Relazione Annuale 2006 in materi@aliporate

Governance
TABLE 1
Board of Directors Committee for in- Compensation
company control Committee
Office Other components Executive Non- | Independent | **¥* | Number of
directors | executive Director other sk Kk sk o
directors appointment
s
President Gildo Salton X 100% 4
Director Alfonso Beninatto X 94% 2 X 100% X 100%
Director Gianantonio Bortolin X 100% 3
Director Ferruccio Bresolin! X X 100% 2 X 100% X 100%
Director Flavio Trincal X X 100% 11 X 100% X 100%
Committee for in- Compensation
Number of meeting held up to the date of approval of the BoD: 16 (2 of which as from the date company control (as Committee (as from
Annual Report of the start of Negotiations) from the date of the the date of the start

start of Negotiations) 2 of Negotiations) 1

* The asterisk indicates that the Director has been appointed through the lists presented by the minority.

#£ This column gives the number of appointments as Director or Auditor held by the subject in other companies listed in foreign organized markets, in financial,
banking or insurance companies of relevant sizes. In the corporate governance report, the appointees are indicated in detail.

% This column indicates membership of the individual in the Board of Directors with an “X.”

This column indicates the participation percentage of directors, respectively in Board meetings and in Committee meetings held from 1 January 2006 up to the date of
the Report.

1 Those nominated at the Shareholders’ Meetin@dABgust, 2006 and in office from the Initial Datethe Negotiations.
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Gruppo Ascopiave
Governance

TABELIA 2

Board of Statutory Auditors

Appendice alla Relazione Annuale 2006 in materi@aliporate

Percentage of participation in the

Number of other appointments **

Office Other components

meetings of the Statutory Advisors
President Lino De Luca 100% 1
Statutory Auditor Graziano Gianmichele Visentin 90% 5
Statutory Auditor Fabio Sforza 100% ==
Alternate Auditor Marco Fregolent == ==
Alternate Auditor Paola Collattuzzo == ==

Number of meeting held up to the date of approval of the Annual Report 10 (2 of which
as from the date of the start of Negotiations)

* The asterisk indicates whether the Auditor has been appointed through the lists presented by the minority.
This column gives the number of appointments as Director or Auditor held by the subject in other companies listed in Italian organized markets. In the corporate

governance report, the appointees are indicated in detail.
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Gruppo Ascopiave Appendice alla Relazione Annuale 2006 in materi@aliporate Governance

TABELIA 3

OTHER DISPOSITIONS OF THE SELF DISCIPLINE CODE

YES NO Synthesis of motivations for the possible
deviation from the Code recommendations

System of delegation and of operations with correlated parties
Does the Board delegate by defining the following:
a) limits X
b) mode of operation X
¢) frequency of information ? X
Does the Board reserve the right to examine and approve
operations with particular economic, financial or equity
significance (including operations with correlated parties )?

X
Has the Board defined guidelines and criteria for the
identification of “significant operations’? X
Are the above guidelines and criteria described in the
report? X
Has the Board defined specific procedures for the
examination and approval of operations with correlated X
parties?
Are the procedures for the approval of operations with
correlated parties described in the report? X
Procedures for the most recent appointments of directors and advisors
Have the director candidacies requirements been deposited Administrator nominations occurred before the
at least ten days in advance? Company’s admission to the stock market on the basis of

X the instructions from the company association
memorandum in effect at the time.

Were candidacies for director accompanied by full
information? X
Were candidacies for director accompanied by full
information?

X
Have the candidacies for Advisor been deposited at least Board of auditor nominations occurred before the
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ten days in advance? Company’s admission to the stock market on the basis of
X the instructions from the company association
memorandum in effect at the time.
YES NO Synthesis of motivations for the possible

deviation from the Code recommendations

Were Advisor candidacies accompanied by full
information? X

Shareholders' Meetings

Has the company approved the Shareholders' Meeting

Regulation? X
Is the Regulation attached to the report (or is its availability
indicated elsewhere for download)? X

Internal Control

Has the company appointed the parties responsible for

Internal Control? X

Are the appointed managers not under the managers of the

operational areas? X

The organizational unit for internal control in compliance

to law (ex art. 9.3 Italian Civil Code). Internal Auditing Direction

Investor relations

Has the Company appointed an zuvestor relations manager?

X
Organizational unit and references Investor Relator
(address/telephone/fax/e-mail) of the investor relations Dott. Giacomo Bignucolo
manager via Verizzo, 1030

31053 Pieve di Soligo (TV)
Tel: +39 0438 980098
fax +39 0438 964779

email: investor.relations(@ascopiave.it
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