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MEMORANDUM OF UNDERSTANDING

ilomopfiIll,*X-r-:--
between the Government of Montenegro and A2A S'p'A

regarding
the basis for Amendments to the sale and Purchase Agreement'

Agreement, Shareholders Agreement ?19 Management Ag^reement'
State of Montenegro and A2A

1. on 3 September 2009, the Government, on behalf o-f the State

A2A signed the Sale and Purchase Agreem.ent' Share Slbr

The Government of Montenegro (hereinafter: "the Government"), on

Montenegro,
on one side, and

A2A S.p.A (hereinafter: ,,A2A"),

on the other side,

(each a "Party", collectively the "Parties")

Whereas:

Shareh6lders Agreement and Management Agreement (

Agreement");
2. A2A, after becoming the owner of 43'7o/o of the tl"Il"^'n q

rFiC'Agt"ement al-so acquired the risht to^rnanas-e-Fi9-9 lnll
il" EPdC ngreement defines that EPCG managemenl ]" !?
t*;"t indicat6rs (defined in the EPCG Agreement as I

Operational Indicators, hereinafter: the "lndic;at::t^'l' ---
4. The EPCG Agreement envisages possibility of A2A' upon

und"r' AppenJix 14 of the EPCG Agreement (at,least 803oi:t:
expiry of 

'fiue 
year period, being-entitled to.subtit,lo^f:

pui"ri"r" of additional package of shares which would ensure it

EPCG;
The EPCG Agreement also prescribes as an additional

"rl"V 
th"-rign"ts mentioned above, lh.lt th9 l-"-":l-"-lft"Jll

indiiatortl [rust be at least 80% of the- given target' ]h: -=t-:
that the profit targets are defined under the lbtlowing assumption

. . . t hemethodo fp r i cede f i n i t i onw i | l no1 |bes ign i f i can t | ya
current state", and

. "supply contracts for large customers;. (qP 
?l1,Ilk*

soon and the new contracts will be defined according to

T h e E P C G A g r e e m e n t d e f i n e s t h a t e i g h t i n d i c a t o r s a r e t o b e v
ot ifre five-yeir period (31 Decembe.r 7.01.4),.while Jl"^-:tl:'
va |uedannua l | y .The f i na |va lue fo r the ind i ca to rs tha ta re tob
obtained as the arithmetic average value in respect to indiv.idu,al

the three-year management obtiins a number of points -which
that the set goat cainot be achieved at thre end of the five-ye

iigfrt to m"nig" the company. In the event that A2A fails to ach

the end of the five-year peiioO the Government. is..also enill(

Ji."ornt proportionai to tne non-fulfillment of the Indicators, the

*"i" 
""qlit"A 

oy A2A in the process of the capital increase ant

6 .

Subscription
between the

of the State of

Montenegro, and
Agreement,

fter: the 'EPCG

pursuant to the
December 2014;

on achieving
nt Indicators and

of the lndicators
of 100) and uPon
ment an offer for

ownershiP in

in order for A2A to
being one of the

Agreement states

compared to the

will expire
terms".

only at the end
are to be

valued annuallY is
. lf A2A during

as obvious
period, it loses its

the indicators at
to purchase, at a

G shares which
partial privatization.
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7.

8 .

Moreover, in the event of failure to fulfill the indicators at the
period, the Government is entitled to sell the shares owned by
any number of State shares", to a third party;
after the signing of the EPCG Agreement, a series of events
control of Parties:
A2A deems that the starting values of various Indicators as
Agreement were different from the ones actrrally measured at
well as that; Annex 14 to the EPCG Agreement does not give a
methodology for defining and valuating certain indicators.

The Parties agreed the following:

1. Considering that:
o the Government of Montenegro has ,expressed an

majority ownership in EPCG and to accelerate
sector: and

. the priority of A2A is to ensure development of a profitable
management of EPCG;

and taking into account the above mentioned, ther Parties are ready
faith amendments to the EPCG Agreement, in ordler to achieve the

2. A2A waives the right, defined under the EPCG Agreement,
Government at the end of the five-year perirod (beginning of 20
fulfillment of indicators up to the prescribed lervel, an offer for pur
of shares that would ensure it majority ownerrship in EPCG and
majority ownership in EPCG ("lnvestor's Call Option and
the EPCG Agreement).

3. The Government waives the right to buy-out A2A's shares in E
Option, Drag-Along Right - art. 15.2 and 15.3 of the EPCG Ag

4. A2A shall manage EPCG until 31 December 2014 and EPCG
extended for another five-year period (1 January 2015 - 31 Dec
fulfills indicators that are listed in Annex t hereto (Annex 1 shall
preliminary list and is to be finally defined in an annex to the

5. lf the management of EPCG by A2A is successful in the manner
point 4, A2A's management right shall be extended for another'
2015 - 31 December 2019) under the conditions defined by a
EPCG Agreement. lf A2A's management right is extended for the
A2A may not transfer EPCG shares to any third party without
from the Government which shall not be unreiasonably withheld.

6. EPCG shall, by the end of 2014, prepare an Investment Plan ant
the period 2015-2019. In case the managemrent fails to reach the
management shall be changed upon the request of the Governm

7. ln the period 2012-2014 (from 1't January 2"012 to 31"' De
not transfer shares in EPCG to any third party without prior
Government, At the same time, the Government intends to
ownership in EPCG in accordance with the laws in force in

ln the event A2A decides to transfer EPCG shares, in
and 7, the Government shall have a preemption right over such

with the points 5

/'1r n
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During the period set out in this point 7, if the Government delci
in EPCG to a third-party purchaser, A2A shalll have a tag-along
all, but not less than all, of the shares A2A hokls in EPCG at the

8 . Integral parts of the agreement on amendments to the EPCG Agre
Business Plan for the period 2012-2014 (from 1't January 1t-012
2014), the lnvestment Plan for the same period, as well as t
determining and valuing indicators and deadlines and the man
indicators.

9. The Board ol' Directors of EPCG at its session of 27 May 2011
concerning the engagement of an adviser to prepare a tc

feasibility study of the merger and if the study shows that ther

feasible then the adviser should propose ther best model for the

years, as-a fundamental basis for the new l3usiness Plan of E

with the Letter of the Regulatory Agency no. 11119A1-2 date<l22
attached hereto. lt is presumed that the new methodology is
greatest extent possible the standards of the European unionL in
predictability of electricity prices in the mediurn term.

Uglja AD Pljevlja and EPCG (hereinafter: the "study"). The advist
the entire merger process until its finalizatiorr. The Governnnent
make every effort, as major shareholders in both companies, in
this activity is finalized with the greatest possible success, in
Study, if both Parties accept solutions envisaged by the Study"

10. Having regand that the Interim methodology for determining the
revenue ii in force and that according to the Energy Act the
methodology is required by the end of this year, the F
Regulatory Agency will provide a more clear regulatory fra

11. The Parties agree that the period before final opening of the
January 2015) is to be analyzed with partic;ular attention, es;
large electricity consumers.

12. Given the existence of a partnership between the Government
ownership in EPCG, the Parties shall analyze,the potential of EPC

construction project for the Morada Hydroporruer Plants'
such analysis and in case that the tender for construction of the
plants is iancelled, the Parties shall considelr possibility of the
Plants being constructed by EPCG. lt is by all means nerce
principles of sustainable development in the realization of

ilydropower plants on the River Moraca. llence, an environm
should be conducted prior to realization of thre project. EPCG's ca

the foregoing project will be verified through the preparation of
the period 2012 -2014.

13. With the ainn of harnessing the full commerc;ial potential deriving
generation capacity, from the development of international inrte

[rogressive tiOeraiization of the energy market, A2A will make
bnergy tradling expertise and know-how; the Parties will
cooperation in this area.

The Parties agree to negotiate in good faith the terms of amending the E

stipulated Oy tnis Memorandum and to conclude an annex in this resp

December iOlt. tt for any reason the conclusion of the annex to the E
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to occur by 31 December 2011, this Memorandum ceases to produce

the Parties. For avoidance of any doubt, the Parties confirm that this Mt
make any amendments to the EPCG Agreement which therefore remain

are any aOOitionat obligations being assumed hereunder except the comn

the amendments to the EPCG Agreement,.

This Memorandum shall be executed in six (6) original versions, three (

versions shall be in the Montenegrin language and three (3) of which t

be in the English language. In the event of any discrepancies or incor
two versionJof this Memorandum, the English language version shall

In witness whereof, the below signed representatives, being duly authori
this Memorandum.

Signed in Podgorica on 4th August 2011

The Government of Montenegro A2A S.p.A.

Giuliano Zuccoli,
Chairman of the

(ff ib
Vladimir Kavari6,
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ln the period from 1 January 2Q12to 31 Decef
against seven indicators which shall be agree

lndicator 2: Air emission of SOi in TPP Pljevlja
Indicator 3: Installation of a certain number of new
Indicator 4: Relocation of a certain number of existing
Indicator 5: Collection rate
lndicator 6: annual EBITDA: the value shall be defined
the agreed Business Plan for tltre period 2012-2014'
Indicator 7: Specific investmenf projects

In order to consider the management of EPQG successful, the manage
at least 80 points. ln this case, the managenfent right will be extended I
years (1 January 2015 - 31 December 2019).i

a
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Energy Regulatory Agency

No: 1111901-2
Podgorica,22 June 2011

MINISTRY OF EGOINOMY

Attn. Minister, Vladimir Kavaric

Dear Mr. Kavaric,

Currently the lntenim methodology for determining
prices for the use of the electricity distribution
methodology for determining the regulatory revenue
regulated electricity supply tariffs are in force.

According to the Energy Law it is required to adapt a permanent
the end of this year, which is to provide a clear view on the regu
for the next years, becoming a substantial betse for the nerw
Elektroprivreda Crne Gore AD Niksic. Permanent methodcr
the greatest extent possible standards of the European Union
ensure predictability of electricity prices in the rnedium term.

Respectfully,

the regul
system
of the p

Chairman of the

Dragutin Marti

revenue and
the lnterim

suppl ier and

ology by
framework

Plan of
implement to
this area and
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