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DIRECTORS’ REPORT AT 30 SEPTEMBER 2017

Introduction

The group’s financial performance was generally satisfactory for the first nine months of 2017. It

is summarised in the table below:

Key performance indicators

(€°000) 30.09.2017 30.09.2016 Change 31.12.2016

New orders 915,488 996,059 (80,571) 1,475,836
Order backlog 6,384,461 6,443,519 (59,058) 6,488,378
Revenue 945,035 900,555 44,480 1,327,386
Operating profit (EBIT) 84,542 76,971 7,571 126,801
Adjusted EBIT 84,542 76,971 7,571 126,801
Profit for the period 61,574 45,766 15,808 77,903
Net working capital 182,914 132,074 50,840 120,532
Net invested capital 438,520 378,644 59,876 369,807
Net financial position (295,703) (287,887) (7,816) (338,039)
Free operating cash flow (35,213) (11,738) (23,475) 37,944
ROS 8.9% 8.5% +0.4 p.p. 9.6 %
ROE 13.4% 12.4% + 1.0 p.p. 11.4%
EVA 32,901 29,661 3,240 57,861
Research and development 28,584 26,858 1,726 36,688
Headcount (no.) 4,161 3,933 228 3,951

Ansaldo STS group recognised a profit of €61.6 million for the period under examination,
compared to €45.8 million for the same period of the previous year. Revenue came to €945.0
million, up compared to September 2016 (€900.6 million), and ROS was 8.9%, compared to 8.5%
in the same period of 2016.

More specifically:

New orders totalled €915.5 million compared to €996.1 million at 30 September 2016; the order
backlog amounted to €6,384.5 million (€6,443.5 million at 30 September 2016 and €6,488.4
million at 31 December 2016).

Revenue totalled €945.0 million compared to €900.6 million in the same period of 2016 (+4.9%);
in particular, the greater progress on projects in the Americas and the Middle East more than
offset the decline resulting from reaching the final phase of several significant contracts in the

Asia/Pacific area.



Operating profit (EBIT) stood at €84.5 million compared to €77.0 million in the same period of
2016. ROS was 8.9% compared to 8.5% in the previous year.

Net profit stood at €61.6 million (€45.8 million in the same period of 2016).

The group’s net financial position decreased from -€338.0 million at 31 December 2016 (-€287.9
million at 30 September 2016) to -€295.7 million.

Research and Development expense amounted to €28.6 million, up by €1.7 million compared to

€26.9 million in the same period of 2016.

The group’s headcount increased by a net 228 employees to 4,161 from 3,933 at 30 September
2016 (3,951 at 31 December 2016). The average headcount of 4,061 employees rose by a net 262
employees compared to 3,799 in the same period of the previous year (3,828 in 2016).

Revenue for the nine months ended 30 September 2017 and 2016 (€n)

REVENUE

945.0

900.6

September 2017 September 2016

EBIT and ROS for the nine months ended 30 September 2017 and 2016 (€in)

gas EBIT

September 2017 September 2016




The reclassified consolidated income statement, consolidated statement of financial position,
consolidated net financial position and consolidated statement of cash flows follow to provide

further disclosure on the Group’s financial position, results of operations and cash flows.

The following table shows the consolidated income statements at September 2017 and 2016 :

First nine months of

Consolidated income statement

(€7000) 2017 2016

Revenue 945,035 900,555
Purchases and personnel expense (*) (852,674) (812,973)
Amortisation, depreciation and impairment losses (12,630) (13,980)
Other net operating income (*%*) 1,762 1,266
Chan.gf? in work-in-progress, semi-finished products 3,049 2.103
and finished goods

Adjusted EBIT 84,542 76,971

Restructuring costs - -

Operating profit (EBIT) 84,542 76,971
Net financial income (expense) 1,998 (6,831)
Income taxes (24,966) (24,374)
Profit (loss) from discontinued operations 61,574 45,766

Profit (loss) for the period from non-current assets held

for sale

Profit for the period 61,574 45,766
attributable to the owners of the parent 61,582 45,782
attributable to non-controlling interests (8) (16)

Earnings per share
Basic and diluted 0.31 0.23

Reconciliation between the items of the Reclassified consolidated income statement and the Income statement included in the

consolidated financial statements:

(*) Includes the captions “Purchases”, “Services”, “Personnel expense” (net of restructuring costs) and “Accrual to (use of) the
provision for expected losses to complete contracts” net of “Internal work capitalised”.

(*%*) Includes the net amount of “Other operating income” and “Other operating expense” (net of restructuring costs, impairment
losses and accruals to (use of) the provision for expected losses to complete contracts).

In general, the net profit rose by €15.8 million compared to September 2016 due primarily to the
increase in operating profit (+€7.6 million) and the improvement in financial income and expense
(+€8.8 million).

In particular, please recall that in the same period of the previous year, provisions were recognised
for negative results in the arbitration in Libya (on the margin for €7.5 million and in the item
financial expense for €7.0 million) and there were also costs correlated with settlements with

strategic company personnel who resigned (€2.4 million).



The group’s reclassified consolidated statement of financial position at 30 September 2017 is set

out in the table below:

Consolidated statement of financial position
(€°000)

Non-current assets
Non-current liabilities

Inventories

Contract work in progress

Trade receivables

Trade payables

Progress payments and advances from customers

Working capital
Provisions for risks and charges
Other assets (liabilities), net (*)

Net working capital

Net invested capital

Equity attributable to the owners of the parent
Equity attributable to non-controlling interests

Equity
Non-current assets held for sale

Net financial position

30.09.2017 31.12.2016
313,647 310,406
(58,041) (61,131)
255,606 249,275
119,508 125,067
396,422 358,865
714,855 728,852

(406,371) (458,119)
(628,670) (598,012)
195,744 156,653
(16,708) (14,040)
3,878 (22,081)
182,914 120,532
438,520 369,807
734,024 707,626
199 220
734,223 707,846
(295,703) (338,039)

Reconciliation between the items of the Reclassified consolidated statement of financial position and the Statement of financial

position included in the consolidated financial statements:

(*) Includes “Tax assets”, “Other current assets” and “Derivative assets”, net of “Tax liabilities”, “Other current liabilities” and

“Derivative liabilities”.

Net invested capital totalled €438.5 million compared to €369.8 million at 31 December 2016

(€378.6 million at 30 September 2016). The change of €68.7 million was due to the increase in net

working capital (€62.4 million) primarily as a result of the decline in trade payables and the

increase in other assets (liabilities), net.



The net financial position at 30 September 2017 compared to data at 31 December 2016 is set out

in the statement below:

(€°000) 30.09.2017 31.12.2016

Current loans and borrowings 4,217 1,780
Non-current loans and borrowings - -
Cash and cash equivalents (265,266) (305,586)
NET CASH AND CASH EQUIVALENTS (261,049) (303,806)
Related party loan assets (232) 267)
Other loan assets (34,422) (33,966)
Current financial assets at fair value through profit or loss - -
LOAN ASSETS (34,654) (34,233)
Related party loans and borrowings - -
Other current loans and borrowings - -
Other non-current loans and borrowings - -
OTHER LOANS AND BORROWINGS - -
NET FINANCIAL POSITION (295,703) (338,039)

At 30 September 2017, the Group’s net financial position (greater loan assets and cash and cash

equivalents than loans and borrowings) was -€295.7 million, compared to -€338.0 million at 31

December 2016 and -€287.9 million at 30 September 2016.

Loan assets include the euro equivalent amount of the Libyan dinar advance for the local part on

the first of the two contracts in Libya obtained by the parent and deposited in a local bank and tied

up pending the resumption of activities (€28.4 million).

Furthermore, it is anticipated that the net financial position was impacted at the end of October

2017 by the repayment of advances to the Swedish customer AB Storstockholms Lokaltrafik as

detailed in the paragraph “Key events of and after the reporting period”.



The consolidated statement of cash flows for the period ended 30 September 2017 follows:

(€°000)

Opening cash and cash equivalents

Profit for the period

Share of profits (losses) of equity-accounted investees

Income taxes

Italian post-employment and other employee benefits

Stock grant plans
Net gains (losses) on the sale of assets
Net financial income/expense

Amortisation, depreciation and impairment losses

Accruals to/reversals of provisions for risks
Other operating income/expense

Write-downs/reversals of write-downs of inventories and work in

progress

Gross cash flows from operating activities
Changes in other operating assets and liabilities
Funds from operations

Change in working capital

Cash flows from (used in) operating activities

Cash flows used in ordinary investing activities
Free operating cash flow

Strategic transactions

Other changes in investing activities

Cash flows from (used in) investing activities

Dividends paid
Cash flows from (used in) other financing activities

Cash flows from (used in) financing activities

Net exchange rate gains (losses)

Closing cash and cash equivalents

30.09.2017

305,586

61,574
(5,808)

24,966
705
1,612
(6)
3,810
12,630
(3,218)
(9,881)

11,600
97,984
(47,400)

(71,915)

(21,331)

(13,882)

494

(13,388)

(1,606)

(1,606)

(3,995)

265,266

30.09.2016

304,306

45,766
(4,304)

24,374
597
4,160
11,135
13,980
1,895
4,618

4,817
107,038
(9,023)

50,584

(101,532)

3,517)

(8,221)

(35,213)

744
(7,477)

(36,000)
2,700

(33,300)

(3,049)

256,963

98,015

(11,738)

Cash and cash equivalents increased by €8.3 million to €265.3 million at the reporting date from

the balance for the corresponding period of the previous year.

The Free Operating Cash Flow (FOCF) used before strategic transactions totalled €35.2 million

compared to €11.7 million at 30 September 2016.



NON-IFRS ALTERNATIVE PERFORMANCE INDICATORS

Ansaldo STS’s management assesses the performance of the group and the business units also

using certain indicators that are not defined by the IFRS.

As required by CESR communication 05 - 178b, the components of each of these indicators are

described below:

. Operating profit (EBIT): the unadjusted profit before income taxes and financial income
and expense. It does not include income and expense on non-consolidated equity
investments and securities or the gains (losses) on the disposal of consolidated equity
investments, classified in “Financial income and expense” in the financial statements or, for
equity-accounted investees, in the caption “Share of profits (losses) of equity-accounted

investees”.

. Adjusted EBIT (Adj): is the EBIT as described above, net of the following items (where
applicable):
— any impairment losses on goodwill;

— amortisation of the portion of purchase price allocated to intangible assets acquired as

part of business combinations, pursuant to IFRS 3;
— restructuring costs in relation to defined and significant plans;

— other income or expense not of an ordinary nature, i.e., related to particularly significant

events unrelated to ordinary activities.

A reconciliation of EBIT and Adjusted EBIT for the reporting period and corresponding period of

the previous year is set out below:

First nine months of
(€°000) 2017 2016

EBIT 84,542 76,971
Restructuring costs - -

Adjusted EBIT 84,542 76,971

. Free Operating Cash Flow (FOCF): the sum of cash flows generated by (used in)
operating activities and cash flows generated by (used in) investments in and disinvestments
of property, plant and equipment, intangible assets and equity investments, net of cash flows
from acquisitions or disposals of equity investments which qualify as “strategic transactions”
given their nature or materiality. The reclassified statement of cash flows set out in the
previous section shows how FOCF is arrived at for the current reporting period and

corresponding period of the previous year.



Funds From Operations (FFO): the cash flows generated by (used in) operating activities,
net of changes in working capital. The reclassified statement of cash flows set out in the
previous section shows how FFO is arrived at for the current reporting period and

corresponding period of the previous year.

Economic Value Added (EVA): the difference between EBIT net of income taxes and the

cost of the average invested capital of the two periods under comparison, calculated using

the Weighted Average Cost of Capital (WACC).

Operating working capital: comprises trade receivables and payables, inventories, work in
progress, progress payments and advances from customers and provisions for risks and

charges.
Net working capital: operating working capital less other current assets and liabilities.

Net invested capital: the sum of non-current assets, non-current liabilities and net working

capital.

Net financial position or debt: the calculation method used complies with paragraph 127 of

CESR recommendation 05-054b, implementing EC Regulation 809/2004.

New orders: the sum of the contracts agreed with customers during the period that meet the

contractual requirements to be recorded in the orders book.

Order backlog: the difference between new orders and revenue for the period (including the
change in contract work in progress). This difference is added to the backlog for the previous

period.
Headcount: the number of employees recorded in the relevant register on the reporting date.
Return on Sales (ROS): the ratio of operating profit to revenue.

Return on Equity (ROE): the ratio of the profit or loss for the reporting period to the

average amount of equity at the reporting date and the corresponding period reporting date.

Research and development expense: the total expense incurred for research and
development, both expensed and sold. Research expense taken to profit or loss usually
relates to “general technology”, i.e., aimed at gaining scientific knowledge and/or techniques
applicable to various new products and/or services. Sold research expense represents that
commissioned by customers and for which there is a specific sales order and it is treated
exactly like an ordinary order (sales contract, profitability, invoicing, advances, etc.) in

accounting and management terms.



PERFORMANCE

The market and commercial situation
New orders acquired during the reporting period totalled approximately €915 million (€996

million in the corresponding period of the previous year).

The key events of the reporting period are described by geographical segment below:

ITALY

New orders during the period amount to around €295 million and mainly relate to the Framework
Agreement with RFI relating to the provision of technical assistance and maintenance for the
Ansaldo STS systems operating on the RFI network (€100 million) and the Framework
Agreement signed with Hitachi Rail Italy for the supply of on-board devices for the Caravaggio
trains (€63 million).

As regards the Mass Transit sector, there were variations relating to Line 6 of the Naples metro
(€24 million) and those correlated with dedicated settlements with the end customer on the Alifana

project (€16 million).

REST OF EUROPE

New orders approximate €188 million, achieved mainly in France (€57 million) and in Denmark
(€81 million).

In France, note in particular the contract with Vossloh relating to the supply of TVM 430 on-board
devices for a total of around €14 million.

In Denmark there were variations relating to the Copenhagen project (€81 million), and in Sweden
around €7 million related to the contract with Stadler for the supply of on-board devices.

Lastly, a maintenance contract was entered into for the high-speed Madrid-Lleida line for €14
million in Spain and in Turkey the contract for the Ankara Metro line depot was signed (€14

million).
MIDDLE EAST

New orders, totalling around €12 million, related to variations on maintenance contracts on the

PNU (Princess Nura University) line and for line 3 of the Riyadh metro.
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AMERICAS

New orders during the period amounted to around €267 million; of this, around €41 million
related to the sale of components, maintenance and modernisation of freight lines.

A contract was entered into by Hitachi Ansaldo Baltimore Rail Partners LLC, whose partners are
Ansaldo STS USA and Hitachi Rail Italy S.p.A., with the MTA (Maryland Transit Authority). The
scope of the work for Ansaldo STS regards the replacement of the track circuits with CBTC units
wayside and on the 78 carriages for the Baltimore metro (€133 million).

In addition, a contract was entered into with MNRR (Metro North Railroad) for the re-signalling
of the Stanford — New Haven line for around €22 million, in addition to contracts for the supply of
on-board and wayside devices with LIRR (Long Island Rail Road) for around €10 million and
MBTA (Massachusetts Bay Authority) for around €8 million, and lastly for variations on the

Honolulu metro for roughly €10 million.

ASIA PACIFIC

New orders for the reporting period come to approximately €154 million, including roughly €94
million acquired in Australia and relating to the contract entered into with Hyundai Rotem for the
supply of on-board devices with ETCS L2 technology (€20 million) and variations relating to

mining and freight transport railway lines (Rio Tinto) for around €48 million.
As regards the Far East, new orders totalled approximately €45 million, including around €12

million in South Korea relating mainly to the contract with Rotem for the supply of on-board

devices and roughly €12 million in Malaysia (MNDT Claim for proprietary technologies).

Key orders acquired in the first nine months of 2017 are as follows:

Country Project Customer éﬁ())unt
USA Baltimore Metro MTA 133
Italy Framework Agreement with RFI RFI 100
Denmark Copenhagen Cityringen order variation (includes O&M) Metroselskabet 81

Italy On-board devices for Caravaggio trains HRI 63

Australia Rio Tinto order variation Rio Tinto 48
Italy Naples Line 6 order variation Naples municipality 24
USA Re-signalling of the Stanford-New Haven line MNRR 22
Australia On-board devices Rotem 20
Various Europe/Asia  Components Various 66
Various Europe/Asia  Service & Maintenance Various 54
USA Components Various 41

11



New orders for the first nine months of 2017 and 2016 (€m)

Orders

996.1

915.5

September 2017 September 2016

The order backlog amounts to €6,384.5 million at 30 September 2017 compared to €6,488.4
million at 31 December 2016, down by €103.9 million (€6,443.5 million at 30 September 2016).

Order backlog at 30 September 2017 and 2016 (€m) and December 2016

Orders Portfolio

6,384.5 6,443.5

September 2017 September 2016 December 2016

The order backlog at September 2017 includes the residual amount of the contract in Libya, currently halted, worth
€427.8 million and in relation to the Red Line contract in Sweden, for which reference is made in more detail in the
paragraph “Key events of and after the reporting period”, a total value of about €33.6 million.
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Business performance

Revenue during the year until September 2017 totalled €945 million (€901 million at 30
September 2016).

The key events of the reporting period are described by geographical segment below:

ITALY
RAILWAYS - CENTRALAUTOMATED SYSTEM:

Production mainly related to the project for the technological upgrade of the Turin-Padua line. In
particular the activation of milestone 3.2.1 and that of phase 1.4 were completed according to
schedule.

As part of the SCCM Genoa project, January saw the inauguration of the new SCCM (Multistation
Command and Control System) Control Room in Teglia. In addition, the 2B and 2C activation
phases were completed in the Voltri area (in March and July, respectively).

In relation to the Florence-Rome Direttissima project, planning and procurement activities

continue.

MAINTENANCE & SERVICE AND SPARE PARTS:

Activities in the component area mainly involved the supply of spare parts to RFI (Conventional
high-speed railway), the production of circuit boards for Hitachi Rail Italy S.p.A. and component
supplies.

The service activities mainly related to contracts with RFI, as well as Technical System Support

provided under the services outsourcing contract with FS (the Italian railways).

NAPLES METRO LINE 6:

Civil and plant engineering works on the Mergellina-Municipio section continued according to
schedule. The Municipality of Naples approved the variation projects for the completion of the

intermediate Arco Mirelli and Chiaia stations, thus making it possible to resume civil works.

ROME METRO LINE C:

Digging activities are under way for the construction of section T3 (from San Giovanni to Fori
Imperiali), which are proceeding slowly due to archaeological finds; on the other hand rollout
activities are continuing for the San Giovanni station.

Financial disputes between Metro C and the customer are still in progress and there have been no

significant updates.

13



MILAN METRO LINE 5:

The project for Line 5 of the Milan metro has been completed; the entire line is running and
management is currently focused on the guarantee stage. Delays are reported in obtaining the
testing certificates due to alleged system performance-related problems that are currently being

resolved with the customer.

MILAN METRO LINE 4:

Engineering and procurement activities continued in the reporting period. The first access points
to the line were released and installation activities began in the Expo section.
A new work plan which calls for the partial opening of the line and the extension of the overall

timing of the contract is in the approval phase.

GENOA METRO:

At the end of February the Dinegro depot was completed and delivered to the customer according

to schedule. Activities to place the vehicles in operation continue.

ALIFANA:

The ongoing dispute between the Concessionaires Consortia of works involving the Company and
the customer Metro Campania Nord Est was closed through dedicated settlements in February
2017. In light of this transaction, Metro Campania Nord Est ordered the first payments and

planned the subsequent ones. Work sites were opened in the Scampia station.

REST OF EUROPE

TURKEY:

With reference to the Mersin-Toprakkale project, the Multistation 11 and related CTC went into
operation and the documentation was issued in preparation for the placement in operation of the
ETCS L1 for Multistations 01 to 05.

In relation to the Ankara metro, Line 3 went into operation (M3, in March) and Line 4 was
delivered (M4, in April) with the CBTC system, but is not yet operating, whilst work continues to

reach similar goals on the other lines.

14



With respect to the Gebze Kosekoy project, the line has been operating since April 2017 and an
agreement is being formalised with the customer for the settlement of variations and claims that

arose during the project.

GREECE:

With reference to the Thessaloniki metro project, planning and procurement continued in relation
to the technological systems, whilst an extension of the project calling for the completion of works

by the end of 2020 was formalised. The arbitration process is currently being completed.

DENMARK:

Planning work on the Copenhagen Cityringen metro line continued in Denmark.

In parallel, activities for the construction of the tramline in Aarhus are also going ahead, though
with contract delays.

In September, the Danish Transport Authority did not issue final approval for opening the tramline
from Letbanen to Aarhus to the public. As a result, the inauguration was postponed due to the
assessment that requirements were not met for maintenance management and due to insufficient
safety documentation prepared by the operator.

This resulted in the postponement of negotiations on several variations for ASTS.

SWEDEN:

As regards the Red Line project for the Stockholm metro, installation was completed for the first
functional section (Trial Line) using the CBTC system despite some critical technical and
contractual issues.

It should be noted that at 30 September 2017, the Red Line project as a whole presents positive
work in progress, net of progress payments and advances, for about €33 million; at the end of
October following the refund payment, about €34 million, the net work in progress value is about
€67 million.

For further details please refer to paragraph “Key events of and after the reporting period”.

FRANCE:

In the beginning of July, two important high-speed projects began operating, BPL (Bretagne Pays
de Loire) and SEA (Sud Europe Atlantique).
March saw the service start-up of the Interlocking SEI-NG system at Gare de Lyon. The new

generation of the SEI-NG system will offer enhanced performance in terms of train location,

15



optimisation of operations through a greater capacity to generate and model routes and to improve
the safety and reliability of the network through continuous control over all the line systems.

In addition, in February the pre-inauguration was held for the high-speed Tours-Bordeaux line.
The new line opened to the public will allow Bordeaux to be reached from Paris in just 2 hours

(the journey currently takes 3.5 hours).

GREAT BRITAIN:

In Great Britain, planning and procurement of technological systems continue relating to the
Glasgow metro line, although there have been delays in the work plan.

With respect to the technological upgrading project on the signalling system for the Ferriby —
Gilberdyke railway line, planning and procurement activities continue according to the updated

work plan.

BELGIUM:

In Belgium, planning and procurement of technological systems continue relating to the project
for the technological upgrading of the signalling system on lines 1 to 5 of the Brussels metro,

although there have been delays in the work plan.

NORTH AFRICA AND THE MIDDLE EAST
SAUDI ARABIA:

In Saudi Arabia, activities continue on the Riyadh Metro Line 3 and installation activities have

begun in the functional section. In Canada, the integration test was completed with satisfactory
results on the Ansaldo STS on-board system installed in the vehicle manufactured by Bombardier.

Also note the delay in assigning the O&M contract relating to the Riyadh PNU; in the meantime, a
temporary extension of the current maintenance contract was defined.

In a consortium with another partner, Ansaldo STS is participating in a tender for the operation

and maintenance of the Riyadh Metro. The tender is currently still under way.

LIBYA:

The local railway project is still on hold and it is difficult to say when it will resume.
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AMERICAS
USA:

In Hawaii, activities for the construction of the Honolulu metro continue, in terms of design and
production activities and mobilisation of the construction team. Delays are reported in completing
the civil works.

Installation activities are under way relating to the MBTA PTCS (Positive Train Control System)
project in Boston according to schedule although there have been some critical technical and
contractual issues.

With respect to the technological upgrading project on the signalling system for the Media Sharon
Hill line in Philadelphia, planning and material procurement activities continue although there

have been delays in the work plan.

PERU:

The design activities for the second phase of the project for Line 2 and one section of Line 4 of the
Lima metro are in the approval phase, while the civil works are still affected by the delays caused
by the difficulties in acquiring the areas to be expropriated and in obtaining the customer’s
approval of the design. In this regard, works have started in the depot in 3 stations, with around 5
km of tunnels completed. In addition, 13 trains have already been manufactured and sent to the
site as well as various materials and machinery relating to the railway works.

Arbitration proceedings were requested by the Concessionaire against the contracting party in
order to obtain recognition of expense relating to these delays and amendments on the

construction sequence.

ASIA PACIFIC
TAIWAN:

Design and production activities continued for the construction of the Taipei Metro Circular Line.
The delays in civil works heavily impacted the construction times of the metro, and these delays
are currently being discussed with the customer. During the period, installation continued,
including the completion of activities relating to the power supply for Substation 1 and the depot.

Again in Taipei, engineering and procurement activities are in progress in relation to the new

contract for building the new Sanying metro line, acquired in the first half of 2016.
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CHINA:

Upgrading of the CBTC lines continues with the installation of the new CBTC software version,
improved in terms of performance compared to that currently installed. In September, line 10 of

the Chengdu metro was activated.

INDIA:

With respect to the Calcutta Metro project, an agreement was finalised with the customer to
change the scope of work (from DTG to CBTC technology). A new work plan was submitted to
the customer for approval.

The executive design activities are instead nearing completion for the Noida metro project.

Lastly, design and materials procurement and on-site delivery continue for the project relating to

Line 1 of the Navi Mumbai metro.

MALAYSIA:

In Malaysia, the BBBAS JV consortium, in which ASTS participates, successfully closed the
dispute with the customer MGJV. In light of this agreement, ASTS successfully completed
negotiations in relation to claims for extra time and higher costs incurred on the MNDT contract.

Lastly, preliminary design activities continue for the project relating to the Klang Valley Double

Track (KVDT).

AUSTRALIA

As regards the AutoHaul project, software upgrading and installation on the locomotives and line
testing of the system continued. Project completion is at present expected in the second half of
2018.

With respect to the Roy Hill project, all system functions have been released, the warranty period
has started and negotiations were completed with the customer on claims relating to higher costs
incurred.

In Queensland, activities to start operations on the Moreton Bay Rail Link and QR Stabling Yard

were completed.
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KEY EVENTS OF AND AFTER THE REPORTING PERIOD

On 19 January 2017, the ordinary Shareholders' Meeting of Ansaldo STS S.p.A., taking into account
the resignation of KPMG S.p.A on 14 November 2016, appointed EY S.p.A. as the Company’s
independent auditors for the years 2016-2024.

Based on a request for addition to the agenda received from the shareholder Hitachi Rail Italy
Investments s.r.1. on 29 December 2016 and pursuant to art. 126-bis of the Consolidated Finance Act,
the Shareholders' Meeting also resolved to file corporate liability action pursuant to art. 2393 of the
Italian Civil Code against the Director Giuseppe Bivona who, as a result, was removed from office.
Consequently, as envisaged in current regulations and the company By-Laws, the Shareholders'
Meeting appointed Michele Alberto Fabiano Crisostomo as Director of the Company, the first
candidate not appointed from the minority list filed jointly on 21 April 2016 by the minority
shareholders Elliott Associates L.P., Elliott International L.P. and the Liverpool Limited Partnership
(“Elliott Funds”). At the time of filing the list, the candidate in question had declared meeting the
independence requirements envisaged in current regulations and the Corporate Governance Code of
listed Companies issued by Borsa Italiana S.p.A. During the Shareholders' Meeting, the Elliott
shareholders confirmed that the appointment was accepted and the independence requirements were

met.

On 27 February, the Board appointed ad interim, with effect from 1 March 2017, Renato Gallo as
Chief Financial Officer of the Company and, with opinion in favour from the Board of Statutory
Auditors, as Manager in charge of financial reporting pursuant to art. 154-bis of Italian Legislative
Decree no. 58/1998, to replace Roberto Carassai.

On 28 March, the Company confirmed the appointment of Renato Gallo as Chief Financial Officer of
Ansaldo STS.

Renato Gallo has already covered important offices within the Company and in recent years was

Deputy CFO and Senior Vice President Management & Statutory Reporting.

On 24 February, the Company presented ERSAT and ERSAT EAV: the satellite technology applied
for the first time in Europe to rail traffic management. The first European test was completed with a
trial journey from Cagliari to Decimomannu.

ERSAT is the latest-generation signalling project, which - for the first time in Europe - interfaces and
integrates the European rail traffic management system (ERTMS) with Galileo satellite navigation
and location technology.

The ERSAT EAV Project, presented jointly with Rete Ferroviaria Italiana and Trenitalia in Sardinia,

is included in the European research programme Horizon 2020 and forms part of the ERSAT project.
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Launched under Ansaldo STS coordination, the main purpose of the project is to define and test
development of the ERTMS signalling system through train convoy location based on satellite
technology.

The satellite technologies are designed to safely control and manage rail traffic on the conventional
secondary lines, local and regional.

Andy Barr, the CEO of Ansaldo STS, remarked: “The rail signalling market, the core business of
Ansaldo STS, calls for increasingly innovative, reliable and competitive solutions in terms of savings
in costs, time and energy, in addition to safety and environmental impact. We are particularly proud
to be testing this innovative technology today, for which many statements of interest have already
been received from infrastructure managers and rail operators in Italy and in Europe due to the
numerous benefits of this system”.

The technology uses the results from the previous 3InSat Project, financed by the European Space
Agency (ESA) with support from the Italian Space Agency (ASI).

ERSAT EAV locates the trains via satellite and interfaces with the rail traffic monitoring system
(ERTMS). This data and information exchange was made possible through the devices installed on
board the train and the radio bases located wayside along the railway line. The info points on the
current signalling systems - the buoys along the line - will be replaced by virtual buoys managed via
satellite receiver, integrated with the ERTMS signalling system.

The benefits of ERSAT EAV are:

- to increase traffic capacity available to the rail companies in favour of passengers and to reduce
CO2 emissions;

- to guarantee high safety standards and punctual operation of rail traffic;

- to reduce operating expense in that the new technology devices will require lower installation and
maintenance investments.

Ansaldo STS has contributed in the definition of requirements to support the integration of satellites
with the public radio communications networks.

It also set up the test site in Sardinia where the full functions of the new technology were tested.

The same GPS-based Ansaldo STS solution is already in operation in Australia: the first solution
worldwide.

The tests carried out at the site in Sardinia were used to complete the Roy Hill Iron Ore project in
Australia, the first system in the world for rail signalling of this type (in this case used for freight
transport).

Roy Hill, in fact, recently developed its own project to mine iron ore and transport 55 million tonnes
per year, via rail, from the mine to the port, for a total of 350 km of track.

The turnkey solution for signalling and communications dedicated to freight rail transport, developed
by Ansaldo STS for Roy Hill, includes high-technology Integrated Signalling and Communications

solutions which envisage, amongst other things, an automatic train protection system with satellite
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positioning that allows an increase in density in the number of trains on the line through moving
block functions.

The Ansaldo STS solution optimises operating efficiency and allows automatic routing and control of
trains to be managed from the control centre in Perth, more than 1,300 kilometres away. This solution
also offers significantly improved safety of all the line activities.

Ansaldo STS has delivered stage 1 of the project - the integrated electronic system known as
Integrated Electronic Train Order (IETO) - which entered into service in September 2016. The
radio signalling system, or Communications Based Signalling (CBS) was completed in January

2017, and the final stage of the project - moving block functions - is nearing delivery.

In June, Ansaldo STS signed a memorandum of understanding with the company Metroselskabet to
develop a proof of concept (or prototype) for the new Dynamic Headway Solution developed from
Hitachi technology for the Copenhagen M1/M2 metro.

The Dynamic Headway Solution will be developed using Ansaldo STS railway control systems as
well as the Hitachi IoT (Internet of Things) technological digitalisation, which identifies the presence
of passenger flows on platforms using sensors and thus analyses traveller needs. And on the basis of
this demand for mobility, the number of convoys available may be automatically optimised, thus
responding dynamically to sudden changes in the number of users present.

This technology is particularly useful when the request for vehicles rises while the metro is operating.
A dynamic solution that will help to resolve congestion, even before it can impact passengers,
therefore also increasing the level of satisfaction of travellers. For the operator, this highly reactive
solution which adapts the number of trains based on effective demand in real time, is equivalent to

the possibility of reducing energy bills and operating costs, thus improving service operations.

In July, Hitachi Ansaldo Baltimore Rail Partners LL.C, a company established by Hitachi Rail Italy
SpA and Ansaldo STS USA, Inc. (the US subsidiary of Ansaldo STS SpA) was awarded a contract
worth $400.5 million for the Baltimore metro by the Maryland Transit Administration (MTA) for the
supply of new trains and the communication and control system (Communication Based Train
Control — CBTC) for the Baltimore Metro Subway Link.

In relation to the replacement of the existing signalling system with the innovative CBTC solution of

Ansaldo STS, the value is roughly $148 million.

With reference to the contract with AB Storstockholms Lokaltrafik (“SL”), in respect of the
signalling system upgrading on the Metro System Red Line portion in Stockholm, for a total whole
life contractual value of about EUR 127 million, SL has requested the refund of the payments related

to contract amendments previously agreed by the parties, for an amount of about €45 million of
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which about €34 million as refunded payments, about €9 million for VAT and about €2 million for

interest.
In order to encourage all the needed actions to protect its rights and, at the meantime, to protect the

contractual continuity of the project, at the end of October, Ansaldo STS has decided to follow up to

the SL request “without prejudice and under protest”.

FINANCIAL DISCLOSURE

The official share price in the 31 December 2016 to 30 September 2017 period fell from €11.84 to
€11.10, down 6.3%.

The share’s period high of €12.50 was recorded on 5 April 2017 and its low of €10.78 on 4
September 2017.

An average 104,586 shares were traded daily in the period, compared to 247,178 shares traded in
the corresponding period of the previous year. The decrease in volumes is the direct result of the
decline in the float.

The FTSE Italia All-Share index gained 19.6% during the period while the FTSE Italia STAR
index gained 38.2%.

Share performance compared to the main indices (base 100)

'+ 38.2%
r120 +19.6 %
-6.3%
= Ansaldo STS SpA
= FTSE ltalia All-Share
= FTSE ltalia Star

Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-1

22



1 CONSOLIDATED FINANCIAL STATEMENTS

1.1 Income statement

(€°000)

Revenue

Other operating income

Purchases

Services

Personnel expense

Amortisation, depreciation and impairment losses
Other operating expense

Changes in finished goods, work-in-progress and semi-
finished products

(-) Internal work capitalised

Operating profit (EBIT)

Financial income
Financial expense

Share of profits (losses) of
equity-accounted investees

Pre-tax profit

Income taxes

Profit/(loss) for the period from non-current assets
held for sale

Profit for the period

attributable to the owners of the parent

attributable to non-controlling interests

Earnings per share
Basic and diluted

First nine months of

of which, of which,
2017 related parties 2016 related parties
945,035 52,136 900,555 50,809
16,106 669 15,638 973
(240,465) (12,383) (208,440) (13,780)
(361,331) (43,783) (363,071) (42,288)
(253,330) - (245,540) -
(12,630) - (13,980) -
(14,730) - (13,847) 4)
3,049 - 2,103 -
2,838 - 3,553 -
84,542 76,971
15,454 - 9,975 -
(19,264) - (21,110) -
5,808 - 4,304 -
86,540 70,140
(24,966) - (24,374) -
61,574 45,766
61,582 45,782
(8) (16)
0.31 0.23
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1.2 Statement of comprehensive income

(€°000)

Profit for the period

Items that will not be reclassified to profit or loss:

- Net actuarial losses on defined benefit plans
- Income tax

Items that will or may be reclassified to profit or loss:

- Net change in fair value of cash flow hedges
- Net exchange rate losses
- Income tax

Comprehensive income (expense), net of taxes

Total comprehensive income for the period

Attributable to:
- the owners of the parent
- non-controlling interests
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First nine months of

2017 2016
61,574 45,766
(289) (1,779)
82 570
(207) (1,209)
378 15,193
(31,443) (9,291)
(120) (4,240)
(31,185) 1,662
(31,392) 453
30,182 46,219
30,203 46,262
@1) (43)



1.3 Statement of financial position

(€°000)

ASSETS

Non-current assets

Intangible assets

Property, plant and equipment
Equity investments

Loans and receivables
Deferred tax assets

Other non-current assets

Current assets

Inventories

Contract work in progress

Trade receivables

Current financial assets at fair value through profit or loss
Tax assets

Loan assets

Other current assets

Cash and cash equivalents

Non-current assets held for sale

Total assets

EQUITY AND LIABILITIES
Equity

Share capital

Reserves and retained earnings

Equity attributable to the owners of the parent

Equity attributable to non-controlling interests

Total equity

Non-current liabilities
Loans and borrowings
Employee benefits

Deferred tax liabilities

Other non-current liabilities

Current liabilities

Progress payments and advances from customers
Trade payables

Loans and borrowings

Tax liabilities

Provisions for risks and charges

Other current liabilities

Total liabilities

Total liabilities and equity

30.09.2017 of which, 31.12.2016 of which,
related parties related parties
47,982 - 49,262 -
83,740 - 85,198 -
78,648 - 73,047 -
47,580 29,503 45,485 25,522
41,415 - 41,324 -
14,282 - 16,090 -
313,647 310,406
119,508 - 125,067 -
396,422 - 358,865 -
714,855 44,276 728,852 62,376
29,466 - 22,649 -
34,654 232 34,233 267
88,578 4 84,604 4
265,266 - 305,586 -
1,648,749 1,659,856
1,962,396 1,970,262
100,000 - 100,000 -
634,024 - 607,626 -
734,024 707,626
199 - 220 -
734,223 707,846
37,053 - 36,048 -
7,245 - 12,175 -
13,743 - 12,908 -
58,041 61,131
628,670 - 598,012 -
406,371 21,347 458,119 19,671
4,217 - 1,780 -
12,344 - 8,978 -
16,708 - 14,040 -
101,822 410 120,356 410
1,170,132 1,201,285
1,228,173 1,262,416
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1.4 Statement of cash flows

(€°000)

Cash flows from operating activities:
Profit for the period

Share of profits (losses) of equity-accounted investees

Income taxes

Italian post-employment and other employee benefits

Stock grant plans

Net gains (losses) on the sale of assets

Net financial income/expense

Amortisation, depreciation and impairment losses

Accruals to/reversals of provisions for risks

Other operating income/expense

Write-downs/reversals of write-downs of inventories and work in
progress

Cash flows from (used in) operating activities

Inventories

Work in progress and progress payments and advances from customers
Trade receivables and payables

Change in working capital

Changes in other operating assets and liabilities
Net interest paid
Income taxes

Total other operating assets and liabilities

Cash flows from (used in) operating activities

Cash flows from investing activities:

Acquisition of equity investments, net of cash acquired

Investments in property, plant and equipment and intangible assets
Sales of property, plant and equipment and intangible assets and others
Other investing activities

Cash flows from (used in) investing activities

Cash flows from financing activities:

Net change from other financing activities
Dividends paid

Cash flows from (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Net exchange rate gains (losses)
Opening cash and cash equivalents

Closing cash and cash equivalents
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of of
which, which,
30.09.2017 related 30.09.2016 related
parties parties
61,574 - 45,766 -
(5,808) - (4,304) -
24,966 - 24,374 -
705 - 597 -
1,612 - 4,160 -
©) - - -
3,810 - 11,135 -
12,630 - 13,980 -
(3,218) - 1,895 -
(9,881)