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INTRODUCTION

ALTERNATIVE PERFORMANCE INDICATORS (APIS) AND ADJUSTED
RESULTS

Some of the APls used in this document are different from the financial indicators expressly provided for by the {AS/
IFRS accounting standards adopted by the Group

These alternativ: indicators are used by the Group in order to facititate the communication of information on its
business performance as well as its net financial indebtedness.

Finally, in order to enhance understanding of the business segments’ perforrmance, the operating results are shown
excluding special income items: these resuits are indicated with the term "Adjusted results”.

A definition of the indicators and reconciliation of the amounts involved are provided in the “Alternatve Performance

inchcators® section.

RESTATED COMPARATIVE DATA
IFRS 15 - Revenue from Contracts with Customers has beer applied from 1 January 2018, with no significant
impact on the Group's consafidated financial staternents. In particular, for some contracts, ERG is identified as an

“agent”, requiring revenue 10 be presented at its net vaiue to show only the brokerage margin.

MAIN INCOME STATEMENT DATA 2017  Reclassifications Special 2017
IFRS 16 items restated

Revenue from sales and services 1.055 9 0 1046
Adjusted EBITDA 488 0 0 488
Adjusted EBIT 249 g /] 241
Profit 137 0 8] 137
of which Profit attributabie to the owners of the parent 137 1] o} 137
Adjusted Profit stiributable to the owners of the parent 137 ] 0 137
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OPERATING SEGMENTS

Operating resuits are presented and cormmented on with reference 1o the various production technologies, in line with
the Group’s internal performance measurement methads.

The results by business also reflect the energy sales on markets by Group Energy Management, in addition to the
adoption of effective hedges of the generation margin The above mentioned hedges include, inter alia, the use of
instruments by the Energy Management department to hedge the price risk In order to give a clearer representation
of the businesses in terms of technology, therefore, the wind and hydroelectric power results include the hedges
entered into in refation to renewable sources ("REST) and the thermoelectric results include the hedges on the “spark

spread”

RISKS AND UNCERTAINTIES IN RELATION TO THE BUSINESS
OUTLOOK

With reference to the estimates and forecasts contained in this docurnent, and in particular in the section "Business
outiook”, it should be noted that the actual results may differ from those annaunced due to a number of factors,
including: future pnce trends, the operating performances of plants, wind conditions, water availability, irradiation, the
impact of energy industry and environmental reguiations, and other changes in business conditions and competitors’

actions.

Unless otherwise indicated, the amounts included in the Directors’ Report are expressed in euras




ERG Power Generation it 2 b0 0
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BUSINESS DESCRIPTION

In 2017, the ERG Group completed a radical transformation process, evolving frorm a leading italian private oil operator to
a major independent operator in the production of energy from renewable sources (wind, solar, hydroelectric and high-
efficiency cogeneration thermoelectric). It also expanded abroad, increasing its presence onthe French and German wind

markets.

Management of the industrial and commercial processes of the ERG Greup is entrusted to the subsidiary ERG Power

Generation S p.A, which carries out:

- centralised Energy Management activities for all the generation technologies in which the ERG Group operates;

- the Operation & Maintenance activities of its Italian wind farms and part of the plants in France and Germany, as
well as the plants at the Terni Hydroelectric Complex and the CCGT plant. it provdes techmcal and administrative

services in France and Germany for group companies and third parties through its foreign subsidiaries.

ERG Power Generation S.p.A. also operates, directly or through its subsidiaries, in the followtng Electric Power generation

sectors:

wind

ERG is active in the generation of electricity from wind sources, with 1,822 MW of
installed power at 31 December 2018. ERG I1s the leading wind power operator in italy
and one of the top ten in Europe.

The wind farms are mainly concentrated in Itaiy (1,093 MW), but with a significant and
growing presence abroad (729 MW operational), in particular in France (307 MW),
Germany (216 MW), Poland (82 MW), Romania (70 MW) and Bulgaria (54 MW)

Solar

As from January 2018, ERG is active in the generation of electricity from solar sources,
with an installed capacity of 90 MW, through 31 phetoveltaic plants which became
operative between 2010 and 2011 and are located in 8 regions between the North and

the South of Italy

In January 2019, ERG further increased its presence in the sector following the acgLisition

of twa photovcltaic plants, located in the Lazio region, with an installed capacity of 51.4

MW,
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Hyd: asteoir s
ERG is active in the generation of electricity from hydroelectric sources through an
integrated portfolio of assets consisting of 19 piants, 7 dams, 3 reservoirs and one

pumping station, lacated in Umbria, Marche and Lazio, with 2 capacity of 527 MW.

Thermoelectric

ERG is active in the generation of electricity from thermaelectric sources through the
CCGT "Centrale Nord™ plant (480 MW) at the industrial site in Priolo Gargallo, Syracuse,
Sicily. This is a high-efficiency cogeneration plant (HEC), which uses combined cycle

technology fuelled with natural gas. It came into stream commercially in Apnt 2010 alang

with other ancillary plants for the production of steamn and, to a lesser extent, of other

Jtilities.
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GEOGRAPHICAL SEGMENTS
AT 31 DECEMBER 2018

Wind: 1,822 MW [1.093 MW Italy and 729 MW Abroad]

Solar: 20 MW
Hydroelectric: 527 MW GERMANY
Thermoalectric: 480 MW Wind 216 MW POLAND
Wing 82 M¥
ROMANIA
Wind 70 MW
FRANCE
Wwing: 307 M
[TALY . BULGARIA
Wint 1,093 MW Wind 54 MW
Hydraelectric 527 My
Solar. 90 MW
Thermoelec:ric 480 MW
* EMILIA ROMAGNA
Solar 3MW
MARCHE
PIEDMONT Soar 4 MW
Solar 21 Mw ABRUZIQ
Soier 5 MW
UMBRIA, LAZIO, MARCHE * MOLISE
Hyoroelecine 527 MW Wind 79 MW PUBLIA
Wwind 249 MW
Solar 15 MW
SARDINIA CAMPANIA
wind: 1 MW wm.r ?47 Mw BASILICATA
Salar- 7 MW Wing 89 MW
SICILY
wind 198 Mw VIR CALABRIA
Sclar LMW * Wind 120 Ml
Thermoelectric 48¢ MW Solar 24 MW

Photovoltaic g Hydroelectric 4?, Thermoelectric P Q&M logistic
« Wind farms . plants plants nlants [ 4 (ffices K cantre
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CONSOLIDATION SCOPE
AT 31 DECEMBER 2018

|
PRRC EOLIEN HAUTS i
N MOULINS 530, [
PARC EOLIEN MBULINS 100
DES CHAMPS Sarl

PARC EQLIEN ST ROLNERY R
Sax [1




REPOR [ ON OPERATIONS Y o L. SN - et e AR

ERS WYND HOLDMGS
Taey) Sl

ERG WIRD ME 2-4-1 00 ERG WIND ENERSY wo M0 ERG WIND. BULGARIA
[ |

g
i
Eég

H
g
‘i
g

g :

8

ERG WIND ME) 2-16-2
{UR) Led. >3

£
-

El ERG WilD: SICILIA 2 o

=
a8

V6-2 EOUD —

ERG WIND MEG 1 LLP

~

il ERG WIND SICILLA & 1w g

E
1 ¥6-3 £000

ERG WiKD MEG 2 LULP

% 0 ERG WIRD SICILIA 10

ERSWINDMEGSLLP '

g

VG~h EGGD

= - -

ERG WIND 2000
srl

ERG WIND MEG 4 LLP =

=
II
=2

100

1cq ERG WiND SICILIA & 106

ERG FRAMCE S.arL 1

]
g

ERG WARD SICILIA 3
Srl.

8] ERG WNO RE BETEILGUNGS

Gmb ACo K6 . 1 E0%0

£
- -

2
3

T ERG WINIOS B CT UMARKZEOCD T Tma

£

PARC EGLIEN DE ST MIQUIER 3

o
=1

KAS ENERGY EOOD

PARC EOLIEN DE ST RIGUIER & L 0

8

K&S ENERGY 1EQOD o,

HE

o

ERG WIND PARK m

KLS ENERGY ZEOOD oy

2

00
- T

I WIND PARK KAVARNA £EAST

-~
[

:
I

L) WIND PARK KAVARNA WEST

8

o




12

ERG Power Generation '~ - -~ o0 -

ORGANISATIONAL MODEL

ORNE

On 1 January 2017, the new organisationat structure came fully into force, it is characterised by the definition of two

macro-roles

.

ERG S.p.A. - Corporate - which provides strategic guidance, Is directly responsible for business development
precesses and ensures the management of all business support processes The company is organised into the
following 5 areas:

- Business Development

- Administration, Finance, Pianning and Control, Risk Management, M&A, Investor Relations and Purchasing,

- Human Capital, ICT and General Services;

Institutional Relations and Communication;

- Legal and Corporate Affairs.

ERG Power Generation S p A, which is assigned respansibility for the Group’s industrial and commercial processes,

1S organised into:

- Wind, Thermo, Hydro and Solar generation technologies, which in turn are organised into production units on a
geographical basis;

- Energy Management, as the single entry point into organised markets;

- a commercial structure dedicated to Key Accounts;

- acentre of technologica' engineering of process engineering relative to the various generation technaoiogies;

- ahub of specialised skills in requtatory, planning and performance control matters, across all business processes;

- astructure dedicated to managing health, safety and envronmental protection 1ssues for the entire Group

Lastly, it should be noted that, in July 2618, the Engineering Development Orgamsational Unit was established, reparting
directly to the Group CEQ, with the mission of creating vaiue by ensuring the Group's new industrial investments

{development engineering ang construction), according to the cbyectives set out in the 2018-2022 Business Plan.
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3 5.5 . A LEAN ORGANIZATION
TO SPEED UP DECISION MAKING PROCESS

b Sk e ias

NG Powar Generston SPA Tatale Workfarce': 737 CEO ht_.:r:llﬂ_ﬂll_

1) 1t meludes Group Adminis<-atian, Finance, Planring 3 Cortrol, Investar Relations, MEA, Corporgte Financa & Group Rigk Managemen & Pracurament
(2] &t 2018 year-eng
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CHANGE IN BUSINESS SCOPE IN 2018

wind

+ In the first quarter of 2018, ERG Power Generation, via 1ts subsidiary ERG Eolienne France S.a.s., completed the
acquisition from Vent d’Est S.a.5. of 75% of two comipanies owning twe wind farms with a total capacity of 16.25
MW (Parc Eglienne de [a Voie Sacrée Sa.s with 12.0 MW, which came into operation in 2007, and Parc Eolienne
d'Epense S.a s with 4.25 MW, which came into operation in 2005). The companies have been consolidated starting
from 1 January 2018 Subsequently, on 2 August, the ERG Graup acquired the remaining 25% of the share capital
of the two companies from Renvico France S.a.s..

= On 7 March 2018, following the sale process started at the end of 2017, ERG sold to the Greencoat UK Wind PLC
fund, quoted on the London Stock Exchange and specialised in investment in renewables, 100% of its subsidiary
Brockaghboy Windfarm Ltd. {"BWF"), a UK company which owns the 47.5 MW wind farm built in Londonderry
County, Northerr Ireland, by ERG and TCI Renewables Ltd. The wind farm, for which construction work began
during the second quarter of 2016, became fully operational at the end of 2017,
The enterprise value of the transaction amounts to approximately GBP 163 million. The proceeds were split
between ERG and TC), as stipulated in the Development Service Agreement signed at the time of acquisition of
the ready-ta-build project: the total cash-in for ERG was approximately GBP 95 million (EUR 106 million), of which
approximately GBP 70 myllion (EUR 76 million) fully covered the investments made by ERG to acquire the project

and build the wind farm.

The sale of the assets an 7 March 2018 resulted in

« the reduction of net financial indebtedness by EUR 106 million i relation to the net sales price;

+ recognition of the realised capital gain of EUR 26 million, net of the related tax effects and of other anciflary
components The gain and the other income statement components associated with the sale of the equity
investrment are considered special items and therefore are not reflected in "Adjusted profit attributable o the

owners of the parent”.

In view of the sale process, it is nated that the resuks relating to the assets being sold are presented separately in
the Notes to the 2017 Consolidated Financial Statements, as well as in the Notes 1o the 2618 Consclidated Financial
Staternents, in accordance with the requirements of IFRS 5

In this Report, the results achieved in the period 1 January 2018 to 7 March 2018 by the assets sold are shown in

ordinary operat'ons. in ine with the approach already adopted in the Directors’ Reportin the 2017 Annual Report
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For the reconciliation of these amaunts, reference is made to the section "Alternative Performance Indicators®

- On 6 April 2018, ERG Power Generation S.p.A. entered into an agreement with impax New Energy Holding
Cooperatief W.A, a Dutch campany owned by Impax New Energy Investers I, to acquire:

- Parc Eolien du Melier S.a.s., owner of an B-MW wind farm with expected autput of approximately 23 GWh. The
wind farm is entitled to benefit from the 2014 feed-in-tariff (FIT) for 8 period of 15 years following its coming an
stream, which tock ptace in Novernber 2016;

- Parc Eolien de la Vallee de Torfou S as., owner of ant 18-MW wind farrn currently under construction with
estimated average output of 48 GWh, which came on stream at the end of 2018. The wind farm will benefit from
the 2014 FIT far a period of 15 years;

- Epuron Energies Renouvelables S.a.s. which owns a pipeline of approximately 750 MW, comprising the following:
- Wave |, which includes 5 projects that are at an advanced stage of development, with a combined capacity

of 101 MW. These projects are expected to come on stream in the second haif of 2021, and the authorisation
procedure presently underway envisages access to the 2016 FIP tariff;

- Wave Il, which includes 5 projects that are at an imermediate stage of developrnent, with a combined capacity
of 143 MW. These projects are expected 10 came on stream in the second half of 2022, and the authonsation
procedure is currently under appraisal;

- Wave lil, which includes “early stage” projects with a total capacity of over 500 MW, expected to come on
streamn after 2622.

Also included within the scope of the transaction is a tearmn of 12 people, with sound and long-standing experience

in the development of greenfield projects, which supplermented ERG’s existing presence in France, taking it to a

total headcount of 45 comprising technicians assigned to management of the assets and professionals engaged to

maximise the installed capacity. In terms of Enterprise Value, the totat consideration amounted to EUR 57 million at

31 Decermber 2017, of which around EUR 17 million pertaining to the Project Financing outstanding at 31 December

2017. The agreement, insofar as concerns the pipeline, also provides for an “earn-out” mechanism in favour cof the

Seller for a total of approximately EUR 5 million

Qn 15 May 2018, the acquisition f-om Impax New Energy Holding Cooperatief W A was completed.

The companies were conseolidated from 30 June 2018,

- Qn 27 April 2018, ERG, through its subsidiary ERG Power Generation S.p.A,, finalised an agreement with Global
Wind Power France, a company jointly owned by Global Wind Power Eurgpe and Fred Qlsen Renewables, ta acquire
frorm Wind 1019 GmbH 100% of WP France 10 S.a.5,, the holder of rights, permits and authorisations for a 6.9-MW
wind farm praject. The project has already obtained all the necessary building authorisations; connection to the
network is scheduled durng the fourth quarter of 2021 and the coming on stream by Becember 2021
The wind farm will be located in Northern France, in the vicinity of ERG's other wind farms, and will benefit from the
incentive tanff {2016 FIP) for a period of 15 years Output 1s forecast at approximately 15 GWh/y.

The estimated investment required to build the wind farm 15 approximatety EUR 10 million, including the amount

paid to purchase the project
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This transaction allows ERG to continue to develop its French partfolio, m ine with the growth objectives envisaged
in the Business Plan, achieving synergies with the adjacent Vallée de Aa (13 MW) project, currently under

construction, of which it constitutes an extension

+ On 1 May 2018, the German company Windpark Linda Gmbh & Co. KG, which holds the permits for the construction
of a wind farm in Germany. acquired by ERG during the first quarter, secured a 21.6-MW project in an on-shore wind
power auction, corresponding to 10% of the capacity currently managed i the area
The wind farm, construction of which began in the second quarter of 2018 and whose annual output when fully
operatianat is forecast at around 50 GWh, equal ta approximately 39 kit of avoided CO, emissions per year, 1S
scheduled to come an strearn during the second half of 2019
This significant achievement, whict confirms the validity of ERG’s industrial strategy with regard to averseas
expansion, ailows it to continue to pursue organic grawtn in one of the most important European cauntries far wind

pawer cevelopment, in fine with the provisions of the 2018-2022 Business Plan.

- Through its subsidiary ERG Power Generation S p.A, an 1 August 2018 ERG finalised the acquisition of 100% of
Creag Riabhach wind Farm Ltd., a Scottish company holding authonsation for the construction of a wind farm in
Scotiand, north of Inverness in the county of Sutherland. The wind farm witl consist of 22 turbines for an approved
capacity of 79.2 MW and estimated energy production - once fully operationa! - of around 250 GWh per year, equal
to over 3,000 equivalent hours and approximately 147 Kt of avoided CO, emissions
Warks for the construction of the wind farm are expected to start in 2020, and the entry into operation, following the
finahsation of the connection ta the national grid, is expected by March 2022 The wind farm will participate in the
energy and capacity availability markets in the United Kingdom. The total estimated investment required to build the
wind farm is approximately GBP 89 million (around EUR 98 million), already including the amount paid to purchase
the equity investment.

With tnis project, ERG strergthens its process of organic growth abread and in the UK in particular, where the
secured construction capacity goes from 84 MW to 163 MW and, fallowing the recent acquisitions in France, raises
the secured capacity with regard to the total objectives of the Plan, increasing from 40% to appraximately 70%.
The praject, in line with £RG's industrial strateqy, is characterised by a high leve! of quality, and allows the company
to capitalise on the skills developed in-house in the fields of Engineering, Construction, Procurement and Asset
Management, maximising their value.

In consideration of the new acquisition of asse’s in the UK market, as from the Interim Directors’ Report at 30
September 2018, Ewshagaran Wind Farm LTD and Sandy Knowe Wind Farm LT are also consclidated line by Iine.
These companies own two already authorised developrnent projects of 35 MW and 49 MW, respectively, in the
United Kingdom and were previously measured using the cost method since their size is not significant dirnensions

and they are not yet operational.
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Salar

On 12 Jdanuary 2018, ERG completad the acquisition of 30 photovoitaic plants, entered into operation between 2010
and 201 and located in 8 regions between the North and the South of italy, with an installed capacity of 89 MW and
an annual output of approximately 136 GWh.

100% of the total installed capacity benefits from incentives with an average expiry date of 2030.

The enterprise value of the transaction amounted 1o approximately EUR 335 million The assets were financed
through non-recourse project financing of approximately EUR 180 million, and lease contracts of approximately EUR
60 mitlion at the acquisition date.

This Report reflects the impacts of the consolidation of the companies acquired since 1 January 2018 for more
information an the Purchase Price Allacation for solar, reference is made to the section “Financial statements and
Alternative Performance Indicators”

In view of the aforementioned entry into the solar business, ISAB Energy Solare Srl (1 MW), a company already
part of the Group and previously measured using the cost method due to it not being of a significant size, is fully

consolidated frem this Report onwards
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SIGNIFICANT EVENTS DURING THE YEAR

WIND SECTOR

Date

Country

Significant events

Press release

12 Janyary 20138

7 March 2018

2t March 2018

6 April 2018

27 April 2018

18 May 2018

1 August 2018

3 August 2018

Germany

UK

France

France

France

Germany

UK

France

Acquisition of 100% of Windpark Linda GmbH & Co KG, a
company that holds the permits for the canstruction of
a wind farm In Germany with 216 MW of power and an
estimated production speed of approximately 50 GWh per
annum.

Sale of 100% of Brockaghboy Windfarm Lid to the
Greegnegat UK Wind PLC fund

Acquisition oy Vent d'ESt S.a.s. of 75% of the two
companies that own two wind farms 0 France with an
overali capacity of 16 25 MW

Signing of agreament with impax New Energy Holding
Cooperatief WA, for the acquisition in France of two wind
farms (26 MW) anc a pipelne of approximately 750 MW
The transaction’s cfosing date was 15 May 2018,

Signing of agreement with Giobal Wind Power France for
the acquisition of 100% of the capsal of WP France Sas,
the company which owns e iyhits, licences and permits
for a 6 9-MW wind farm project in France

Windpark Linda GmbH & Co. KG, which hoids the permits
for the construction of a wind farm in Germany, secured a
29 6-MW project in the on-shore wind power auction held
an 1 May

Acquisition of 100% of the equity interest in Creag
Riabhach Wind Farm Ltd., 2 company mncorporated under
Scottish law, holder of authonsatens for the construction
of awind farm in Scotland.

Acquisition of the remaming 25% of two companies that
own Two wind farms in France with an overalt capacity of
16.25 MW, 75% of which had afready been acguired from
Vent d'Est 5.a 5.1n March 2018

D ag rergEan

[PESL I

Pl o e,
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SOLAR SECTOR

Date Significant events Press release
12 January 2018 Acquisition from VEl Green Srl, a holding company T
controlled by PFH SpA and owned Dy leading falian B
institutional nvestors, of 100% of FoerVel Srl, the ninth
largest photovoltaic operator in (taly with total installed
capacity of B9 MW.
3 August 2018 Agreemant between ERG and Quercus for the setup of a
public limited company ERG Q Salar1, 60% owned by ERG
and 40% by the Guercus Italian Salar Fund, with the airn of
consolidating the italian phctovoltaic market.
THERMOELECTRIC SECTOR
Date Significant events Press release
25 October 2018 ERG S.p.A, through its subsidiary ERG Power Generation  ~re. . oo e .2

S.p.A, and EON Energia SpA, signed a framework
agreement for the three-yearly supply of elgctrcity
intended for the Italian market, which can be renewed for
an additional year

The agreement makes provision for ERG's supply to EON
of a total electncity volume of up to around 3 TWh in the
2019-2021 three-year period, which wall meet the needs
of customers whao are increasingly maore sensiive to
environmenrtal sustainability Under the agreement, ERG wil
be able to supply the volumes of electricity required by £ ON
to cover the hourly requiretnents of its customers.

vroL e
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PERFORMANCE HIGHLIGHTS

YEAR

(EUR million) 2018 2017
MAIN INCOME STATEMENT DATA
Adjusted revenue 1.027 1,046
Adjusted EBITDA 504 488
Adjusted EBIT 234 241
Profit 157 137

of which Profit attributable to the owners of the parent 157 137
Adjysted prafit attributable to the owners of the parent 124 137
MAIN INCOME STATEMENT DATA
Net invested capital 3216 3,049
Equity 2070 1,895
Tetal net financial indebtedness 1,746 1,098

of which non-recourse Progect Pinancing @ 1178 1115
Financial leverage 36% 36%
EBITDA Margin % 49% 47%
OPERATING DATA
Installed capacity at year and - wind farms MW 1,822 1,314
Electneity production from wind farms millgns of kwh 3,464 3613
Inatalled copacity - thermoelectric plants M 480 480
Electricity production from thermaetectric plants rtullons of Kt 2,151 2,453
Instailed capacity at year cnd - hydroelectric plants MW 527 527
Electncity production from hydroelectic plarts millians of kwh 1.740 1,144
tnstalled capacity at year end - solar plants MY 90 n,a,
Electricity production from solar plants millians of kiwn 130 na,
Total salex of electric power millons af kwh 13,627 11,747
Capital expenditure ® EUR miluon 506 91
Employees at year end Unls 512 490
NET UNIT REVENUE
wind taly EURMWH 124.9 1445
wind Germany EURMWR 945 96 4
wingd France EUR/MWH av4 884
wind Poland EURMMWhH 635 451
wind Bulgaria EUR/MWH 748 &40
Wind Romania EURMWH 582 581
Wind UK EUR/MWH 1004 na
Solar FUR/MWA 2935 na.
Hydroelecine EUR/MWH 1066 1103
Thermoelectric ELRMWH 414 455

Ta enhance an undersland ng of the Growp’s busiress perforrmarae, adyusted revenJe and operating esults are shawn, therefare evelbeng speaal ters The restates comparatve

201/ f.gures do rat take account of te aduslad 1ésulls 97 Tofaibig, sold n January 2018

(1} dces notinclude spewal tems and rejatec applicable theoretical taxes
{2) Inzlydng cash and cagh equwvalents and excluding 1he fair value of the cervatwves redging mterest rales

(3) n oraperty. plant and equipment and Manginle 3ssais They inclute nvesirments through Meegers & Acquisiions eqgual 1o EUR 249 muhion 1 20718 tor the acquis.tion
of the companies of the Fories Graup [salar) and for the acqu sihons of companies owning wind farms in France, Germany and the LK [n 2017, nyesimerts throug

Mergers & Acquisitions arrounted lo FUR 39 5 mullion for tne acgquisiticn of the DIF Group wind) compan s in Germany

(4] tne "et unit revenue indicated s expressed n EURAMWH and 15 calculated by companng technology produchan to revenue caplured in the energy markets, Inc uding
L=e irpacts nf heages, of any incentives payable and vanable cos's asscoiated with production/saie, ircluding by way of example the cosls of faels and the imbalance

charges



REFCRT ON OPERATIONS

PERFORMANCE BY SECTOR

Preaveisereaiirane

YEAR

(EUR mAlion) 2018 2m7
REVENUE FROM SALES AND SEARVICES
Wind
wind Italy 266 N7
wind France 49 44
Wind Germany 33 37
wind Bulgana 13 13
Wind Rormania 12 19
wind Paland 14 12
wind UK 3 3
Total Wind 389 445
Salar 38 n.a.

194 137
Thermoslectric ™ 405 464
Total revenue adjusted 1,027 1,046
EBITDA
Wind
Wind italy 195 241
wind France 30 30
wind Germany 22 25
wind Bulgaria 8 6
Wind Romaria 7 8
wind Poland 10 5
wind UK 3 2
Total Wind 274 316
Sclar 32 -

146 94
Thermoelectric 51 78
Adjusted EBITDA S04 488

{") ncwdes the residual contribution of the minor partfolos managed by Energy Management and nat attnibutable to the indevidual businesses
(?) ncipdes investmEnts N property, plant and equipment and intargible assets 31d investments via Me-gers & Acauisitions
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YEAR

{EUR million) 2018 2017
AMORTISATION, DEPRECIATION AND IMPAIRMENT LOSSES
Wind
Wind italy (99) (o1
wind france (23) (21)
wind Germany (19) (19)
Wind Bulgaria 4 )
wind Romania (3) (5
Wind Poland (&) {6)
Wind UK {y ()
Total Wind osn (158)
Salar (24) -

158) (58)
Thermoelectric ' (31} {31)
Adjusted depreciation, amortisation and impalrment Josses (270) (247)
EBIT
Wwind italy
Wind France 96 144
Wind Germany 7 E:|
wind Burgaria 3 -]
Wind Romania 4 2
Wird Poland 1 3
Wing UK 4 m
Total Wind 2 1
Total Wind 116 158
Salar B 0

88 35
Thermoelectric'" 21 48
Adjusted EBIT 234 241
INVESTMENTS IN PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS
Wind
wind Italy 8 3
Wird France ag 2
Wind Germany 17 40
Wind Bulgara c Q
wind Romania o] 0
Wind Poland ¢ 1
Wind UK 23 29
Total Wind 146 75
Saiar 345 -

7 6

Thermoelectric " 8 10
Tolal capital expendityre 306 91

(1) ncludes the “esidual contnbutica of the rivgr portforas managed by Eneryy Ma~agement and not atinbutakie 1o the indwvidual businesses

2} neludes imvestments in picperty, plant and equipment and ivtangib £ assets ard rvestreoenls via Mergers & AcGuesitions
¥ 4
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COMMENTS ON THE YEAR'S PERFORMANCE

In 2078, revenue from sales and services amounted to EUR 1,027 million, down slightly compared to 2017 (EUR 1,046
mifiion) mainly due to the loss of an important bilateral contract at the end of 2017 and to the loss of incentives on a
part of wind power production n Italy, partly offset by greater volumes in hydroelectric power in a context of increasing
sale prices, and an increase in production for the expansion of the portfalio of managed assets, in particular with the
entry into solar.

Adjusted EBITDA amounted to EUR 504 miillien, up on the EUR 488 miillion recorded in the corresponding period of

2017 The increase of EUR 15 million is a result of the following factors:

- Wind {-42 mitlion): EBITDA equal to EUR 274 million, down compared tc the same period of the previous year (EUR
316 million), due to a less favourable wind context both in italy and abroad. In particular, the poorer results of wind
farms in lzaly (EUR -46 million) were also affected by fower incentivised production (72% of the total compared to
83% in 2017), the lower unit vaiue (99 EUR/MWh compared to 107 EUR/MWh), and the higher imbalance charges,
which were only partly offset by the positive price scenarig in the energy markets. The results abroad were up (EUR
+3 million) due to higher installed capacity in France and a favourable scenario in Romania and Poland, despite less

favourable wind conditions.

+ Solar (+32 million) EBITDAequalto EUR 32 million, in ine with forecasts, relating to piants acquired at the beginning
of 2018 from Forvei, of which EUR 30 million for revenue from the feed-in premium and EUR 8 million from market

revenue, net of approximately EUR 6 million in fixed costs related mainly o operation & maintenance costs

-~ Hydroelectric i+53 miihon; EBITDA of EUR 146 milion (EUR 94 million in 2017), up sharply compared with the
previous year, which however benefited in the amount of EUR 8 millian from the recovery of previous incentives as
a result of repeat of the revocation of the IAFR gqualification of some plants. The performarce benefited from the
high level of water availability recorded during the year, anc in particular starting from March, in addition to the use

of the reservoirs during the year.

= Thermoelectric (-27 million) the results of thermaelectric generation, amounting to EUR 51 million, down by
EUR 27 millicn compared to EUR 78 million in 2017 due mamly to the decreased contribution of Energy Efficiency
Certificates which in the first half of 2017 also benefited for approximately EUR 11 million from the revaluation
of securities matured in 2016 and scld in 2017 The results were also affected by the significantly less profitable
performance of the clean spark spread, due to the equally significant increase in the pnce of CO, and Gas, that was

not fully reflected in the price of energy cver the year.

23



24

ERG Poujer Generation ' o o T ooy e

Adjusted EBIT was EUR 234 muhon (EUR 241 million in 2017) after amortisation and depreciation of EUR 270 mlion,
up by EUR 23 million compared to 2017 (EUR 247 million) mainly due to new Solar investments and to acquisitions of

wind farms n France during 2018

Adjusted profit attributable ta the owners of the parent was EUR 124 milion, down compared to the restated result
of EUR 137 miffion in 2077, due to the afarementioned operating results, higher amortisanon and depreciation and
higrer financial charges retating to a lower remuneration of liquidity and increased debt relating fo investments, despite
a lower average cost of debt compared to 2017, thanks to liability management transactions concluded duning the first
half of 2018

The profit for the year attributable to the owners of the parent was EUR 151 milion (EUR 137 million in 2017
restated) and reflects, in addition to the ahove-mentioned net operating results, the capital gain generated by the sale

of Brockaghboy (EUR 27 midhon)

In 2018, investments totalled EUR 506 million (EUR 91 million in 2017) and relate mainly to the acquisition of solar
instailations in Italy (EUR 345 million), acquisttion of the French wind companies by Impax New Energy consolidated
from 30 June 2018 (EUR 67 miltion), the acquisition af two wind farms in France (EUR 14 million) and acquisition of
the cormpany Creag Riabhach Wind Farm Ltd (EUR 23 millon}, holder of authorisations for the canstruction of a wind
farm in Scotland. Investments for EUR 57 million in property, plant and equipment and intangible assets were also
made in 2018, of which 74% in the Wind sector (6§9% i 2017), mainly related to the development of the new wind farms
n France (Vallée de I'AA and Torfou) and in Germany (Windpark Linda), 14% in the Therrnoelectric sector (19% in 2017),
and 12% in the Hydroelectric sector {(12%in 2017)

Net financial indebtedness amounted to EUR 1,146 millien, up (EUR 48 milhon} cecmpared to 31 Decernber 2017 (EUR
1,898 million). The change reflects investments for the year (FUR 506 mylfion) and the distribution of dvidends to parent
company ERG S p. A (EUR 20 million), mainly offsat by the positive cash flow in the year from proceeds of the sale of
Brockaghboy (EUR 106 million)
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PROFIT FOR THE YEAR - BUSINESS

REFERENCE MARKET

Price scenario

Year
2018 2007

Price scenario (EUR/MWh)
Ttaly
PUN - Refergace price of electricity italy (baseload)™ 613 540
Electncity price - North zone 60.7 54 4
Electricity price - Central-North zane 611 541
Electricity price - Central-South Zone 609 g16
Electricity price - South zone 594 49.3
Electricity price - Sardinia 607 315
Electricity price - Sicily 695 608
Centre North 2one price (peak) 68.8 635
Feed-In Premium (former Green Certificates) - Italy 990 1073
Abroad
France {paseload electncily) 5040 450
Germany (baseload electricily) 445 342
Poland 762 457

of which baseload electricity 528 372

of which Certificates of Ongin 234 86
Buigana {baseload electricity) 399 393
Romania (baseload electricity + 1 Green Certificate in 2018 and 2 Green Certificates in 2017) 758 106.2

of which baseload electricity 46.4 482

of which Green Certificates 294 260
Morthern Ireland {baseload electricity + 0% ROC}) 1134 936

of which baseload efectricily 610 44 7

of whwch ROC 58.1 544

{1) Sngle Nat.onal Prce
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ltallan Market - Demand and output

Yoar
A Nz Change %
Italian market icwh)
Cermnand 321,919 320,548 0%
Pumping consumption 2233 2,478 -10%
import/Expart 43,909 37.761 16%
Intarnal generation'® 280,234 785265 2%
of which
Thermoelectne 185,046 260305 -8%
Hydroelectric 49275 37557 N%
Geotherma! 5708 S.821 -2%
wind 17318 17,865 1%
Phaotovelaic 22887 24017 -5%

(1) Source Terna Sp A monthly report on the elecirical system Estimaled data, subject to GOTTeGion
12) Quiput net of consumplion for auX)iary servces

In 2018, demand for electricity from the ltalian electricity systern amounted 1o 321.9 TWh, in line with the values
recarded in 2017 With regard ta Sicily, regien in which ERG has its own CCGT plant, demand of aporoximately 19.4
TWh was recerded during the periad, down (-1 0%) compared to 2017, while in the group of regions including Abruzzo-
Lazio-Marche-Molise-tUUmbria, where ERG was active at the end of 2015 with its hydroelectric plants, the dermand for

electricty came to 44.7 TWh (+0.9%).

In the same period, net internal electricity generation was 280 2 Twh, down by 2% compared to 2017, whilst the net
palance of trades with other countries recorded net imparts of 43.9 TWh (+16% compared to 2017).

Some 66% of (net) domestic cutput was covered by thermoelectric power plants and the remaining 34% by renewable
sources, specifically, 17% of cutput was from hydroelectric power, B% from photovaftaic plants, 6% from wind farms and
2% from geothermal sources Compared to 2017, hydroelectric power generation grew {(+31%), while therroelectric,

photovoltaic, gecthermal power and wind power generation declhined (-8%, -5%, -2% and -1% respectively).
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GROUP SALES

The ERG Group's electricity sales, performed in italy through ERG Power Generation S.p.A's Energy Management
department, refer to the electricity generated by its wind, thermoelectric, hydroelectric and solar ptants, as well as
purchases on orgamsed rarkets and through physical bilateral agreements.

During 2018, total sales of electricity amounted to 13.6 TWh (11.7 TWh in 2017), in the presence of an overail output
for the Group plants of approximately 7.5 TWh (72 TWh in 2017}, of which roughly 1.5 TWh abroad and 6.0 TWh in

italy. The latter figure correspands to around 1.9% of electricity demand in Italy (1.8% in 2017)

The breakdown of sale volurnes and electricity output, by type of source, is shown in the following table®:

SOURCES OF ELECTRIC POWER (Gwh, Year
2018 2017
Wwind - wind power generation Italy 2012 2117
Wind - wind power generation Abroad 1452 1,496
Solar - photovoltaic power generation 130 na.
CCGT - therrroelectric power generation 2151 2453
Hydro - hydroelectnc power generaticn 1,740 1,144
ERG Power Gereration - purchases 6143 4,536
Total 13,627 11,747

SALES OF ELECTRICITY (Gwh) Year
2018 2017
Electric power sald 10 captive customers 550 539
Electric power sod *o REN o] 2015
Electric power sold wholesa e {italy) 11625 7697
Electric power sald abroad 1452 1 496
Total 13.627 11.747

Electricity sold wholesalie includes sales on the IPEX electricity exchange, both on the “day before market” (MGP)
and on the “intraday market” (MI}, as well as the "dispatching services market” (MSD), in addition to sales to the main

operators of the sector on the "over the counter” (OTC) platform. The latter are carried out by Energy Management with

a view to developing the forward contracting activities and also hedging generation, in hne with Group risk policies,

In the first half of 2018, steam sales* amounted ta 737 thousand tonnes, in line with the prior year.

3 Elecuric power sources refer 10 the output of the Group's plants and ta the purchases made on wholesale markets, uses include sales made throu-
gh physical bilateral agreernents and on the spot and forward markets
4 Steam supplied to end users net of the guantities of steam withdrawn by tha Users and pipelne losses
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WIND

The ERG Group cperates in the wind sector through its companies that own wind farms in Italy and abroad. Wind
farms consist of wind-power generators that transform the kinetic energy of wind into mechanical energy, which is
used in turn to generate electricity. Aside from the availability of the plants, the performance expected from each wind
farm is abvicusty influenced by the wind speed profile of the site on which the wind farm is located.

Business performance is atso influenced by the sale price of efectricity, which can vary in relation tc the geographic
areas where the plants are located, and by the incentive systems for renewable energy sources, which differ from

country to country, and the regulation of organised energy markets.

INSTALLED POWER few, Year
2018 2017 A A%
taly 1.093 1.093 0 %
of which
Campania 247 247 Ie] 0%
Calabria 120 120 Q 0%
Puglia 249 249 a 0%
Molige 9 e [4) ax
Bastheata a9 89 [/ 0%
Siciy 198 198 0 0%
Sardinia 117 it 0 0%
Abroad 729 722 8 1%
of which
Germany 216 276 0 0%
France 307 252 55 22%
Potand 8z 82 o a%
Buigarra 54 54 a 0%
Romania 70 70 v} 0%
UK 0 48 (48) na
Total installed power at pariod end " 1,822 1,814 8 %

(1) ixcwer of plants i operation at peniad end

nstalied power at 37 December 2018, equal to 1,822 MW, was up 8 MW with respect 1o 31 December 2017 as a result
of the commercial start-up of 2 wind farms in France from December (far a total of 30.8 MW), the acquisition in 2018
of 3 wind farrs in France for 24.3 MW, 16.3 MW of whicn operational since the start of the year and B MW of which as
from the second half of the year, net of the decrease of 48 MW in the UK following the sale of the Brockaghboy wind

farm in Northern [reland (47 5 MW), which entered 1nto operation in December 2017,
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Highlights of adjusted performance tems

OPERATING RESULTS Year

2018 017
EUR milon) stated
Adjusted revenwe from sales and services 389 445
Adjusted EBITDA": 274 316
Arnartisation, depreciation and impairment losses (157) (158)
Adjusted EBIT'" 116 158
Investments in progerty, plant and equipment and ntangible assets 146 75
EBITDA MARGIN @ 70% 71%

{1} nat iInchuding special terms as INdicated n the $ectian “Alternatve parfarmance mdicators®, to whvch reference should be made for further details
{2} ratic of edjusted E8 TDA to revenue from cales and serices

The reduction in consolidated revenue in 2018, for approximately EUR 56 miilion, is mainly due to the decreased
output as a result of less favourable wind conditions, both in Italy and abroad, and 1o lower incentivised output
compared to the same period in 2017, as well as to the lower incentive umit value (from 107.3 t0 89.0 EUR/MWh).

it is noted in particular that, cornpared to 2017, an additional 204 GWh of output is no longer incertivised, for an
equivalent value of EUR 20.2 mitlion

These negative effects were only partly offset by a higher sales price of electricity in Italy.

Net unit reverue In italy in 2018, taking intc consideration the sale price cf electricity, incentives (former green
cer:Hicates) and other minor components, was equal to 124.9 EUR/MWh for FRG in Italy, down rompared to 144 5
EUR/MWh in 2017, as a result of the expected and already discussed lower incidence of revenue from incentives.
Finally, as fram 2016, the reference valyue for the incentives (former green certificates) is calculated on the basis of
Bnergy prices for the previous year. Consequently, unlike what took place in the past, changes in energy prices are no
longer partially offset (78%) in the prices of the incentive provided for the year, but have animpact on the incentive for
the subsequent year

The following table shows revenue by country.

ADJUSTED REVENUE Year
2018 2017 A A%
Rtaly 266 317 52) -16%
Abroad 124 128 (4) -a%
of which
Germany 33 3z (4) -1T%
France 45 44 5 17%
Pofand T4 72 2 19%
Bulgara 12 13 (G, 2%
Romania 12 19 {7) -36%
uK 3 3 a %

Total 389 445 (56) -13%
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NET UNIT REVENUE Year

2018 2017 A A%
wind ltaly 1249 1445 (20) -14%
Wind Gerrmany 945 964 (2) -2%
wind France B74 834 M 1%
Wind Poland 635 451 18 %
wind Bulgaria 74.8 640 i1 17%
Wind Romania 582 581 0 0%
Wind UK 100 4 na na na

In 2018, net unk revenue in France and Germany was respectively 87.4 EUR/MWh and 94.5 EUR/MWh (including
refunds for limitations in Germany). The main changes in net unit revenue abroad were seen in Poland (+41%, thanks
1o the significant increase in the sate price of certificates of origin) and in Bulgaria (+17%), while in Romania it was
generally stable, due 1o the increase in prices which compensated for the reduction of the incentivised component
which from 2018 is recognised for half of the green certificates pertaining to 2017. For completeness, the unit revenue

relating to wind farms in Northern iretand belonging to the group until the beginning of March was also reported.

OUTPUT gw Yeaar
2018 2077 A A%
Itaty 2.012 2117 -108 -5%
of which
Campania 439 48% -850 -10%
Calabria 219 238 -18 8%
Puglia 471 531 -60 11%
Molise 156 167 11 7%
Basihcata 178 183 -6 -3%
Sicily 3417 299 42 14%
Sardig 207 209 -2 1%
Abroad 1,452 1,496 -45 -3%
of which
Germany 337 365 31 8%
France 552 491 60 12%
Poiand 219 248 -29 -17%
Bulgaria 138 157 -19 -12%
Romanea 176 201 25 -13%
LUK 29 79 -1 -3%
Tota! wind farm output 3464 3613 -150 4%

In 2018, the electricity output from wind power amounted to 3,464 GWh, down slightly compared to the same period
in 2017 {3.613 GWh). as a result of a decrease in output of approximately 5% n italy (from 2117 Gwh to 2,012 GWh)
and 3% abroad {from 1,496 GWh t0 1,452 GWh}.

The decreased output in Italy {-105 GWh) is linked to peorer wind conditions than those recorded in 2017 across most
regions, with the exception of Sicily

As regards abroad, the decrease of 45 GWh is attnbutable to the lower output in Eastern Europe (-73 GWh) compared

to the particularly high output seen n 2017 and in Germany (-31 GWh), partly mitigated by increased output 1n France
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(+60 GWh) which also benefited in the amount of approximately 44 Gwh from the output of the recently acquired

French plants (Vent d'est and former Epuron) or those that started commercial operations in the fast quarter of the

year

The following table shows wind farm load facter by main geographical area; the figure, estimated taking into account
the actual start of operations of the wind farms in the individual pericds, provides a measure of the level of generation
of the various farms in relative terms, and is influenced not only by the characteristics of the farm and the wind
conditions in the period considered, but aiso by the level of availability of the plants and any limitations on the energy

transport networks

LOAD FACTQR % Year
2018 2017 A
Raly 21% 22% -1%
of which
Campania 20% 23% 2%
Calatra 21% 23% 2%
Pugha 22% 24% 3%
Maolise 22% 24% 2%
Basilicats 23% 24% 1%
Sicily 20% 17% 2%
Sardinea 21% 21% 0%
Abroad 23% 25% 1%
of which
Germany 18% 19% -2%
France 23% 22% 1%
Poland 3% 35% 4%
Bulgarra 29% 33% 4%
Romana 29% 33% -4%
Load Factor 22% 23% 1%

{*} actual output In relaton to maxmrum theoretical output {calculated taking wto account tne actual date &f entry inta operation of each ind vidual wing farm}

In 2018, the overall load factor, equal to 22%, was down shightly with respect ta that recorded in 2017 (23%), decreasing
from 25% to 23% abroad and from 22% t0 21% in ltaly.

The above-mentioned data does not inctude the data relating to the plants in Northern Ireland following the
aforementicned sale of the 47.5-MW plant on 7 March 2018.

The decrease n the load factor 1s due to the reduced wind strength recorded during the year, in particular in the third

and fourth quariers, despite the high levels of availability of the plants.
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The breakdown of adjusted EBITDA between the various geographic areas of the Wind business is as follows.

ADJUSTED EBITDA Year
2018 2017 A A%
Itafy 195 4 {46) -19%
Abrcad 79 76 3 %
of which
Germany 22 25 (3} -13%
France 30 ki a 2%
Poland 10 5 5 109%
Bulgaria 6 b4 32%
Romania 7 5 (2) -20%
UK 2 1 na
Total 274 36 (42) -13%

Adjusted EBITDA for 2018 totalled EUR 274 million, down compared 10 the values recarded in the same peried of
the previous year (EUR 316 million), in a general context of less favourable wind conditions beth in Italy and abroad
The lower contrsbution in Itay {(FUR -46& million) reflects the lower absolute and incentivised production, the lower unit
value, and the higher imbalance charges, which were only partly offset by the positive price scenario in the energy
markets. The improved results abroad (EUR +3 million) reflect the greater installed capacities in France, as well as the

contribution of the Brockaghboy wind farm n the UK n the first quarter.

The EBITDA margin was 70% in 2018, which was very positive despite the above-mentioned phase ocut of the

incentives for some plants, and also due to the contribution of the new wind farms abroad.

Canttal expenditure

Investments in 2018 (EUR 146 million) refer mainly to the acquisition of twg wind farms in France (EUR 14 million),
acquisition of the French wind companies by Impax New Energy (EUR 67 million) and acqusition of the company
Creag Riabhach Wind Farm Ltd, holger of authorisations for the construction of a wind farm in Scatland {EUR
23 rniliion). Total investments also include mvestmenis in property, plant and equipment and intangible assets
for EUR 42 million, mainly related to the development of new wind farms in France (Vallée de I'AA and Torfou) ard

Germany (Windpark Linda).
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Relevant legisiative and reguiatory updates during the year

ITALY

Feed-In Premium (FiP) former Green Certificates

Far the purposes of determining the 2018 feed-in premium (2018 FIP), the Authority disclosed, by means of
resolution 32/2018/R/EFR of 25 January 2018, the average annual value recorded in 2017 far electricity sale prices,
equal to 53.14 EUR/MWh The 2018 incentives, equal to 78% of the difference between 180 EUR/MWh and the

average annual sales price of electricity in the previous year, therefore amounts to 98.95 EUR/MWh.

Feed-in Premium (FIP) former Green Certificates

For the purposes of datermining the 2019 feed-in premium (2019 FIP), the Autherity disclosed, by means of resolution
16/2019 of 22 January 2019, the average annual value recorded in 2018 for electricity sale prices, equal to 61.91 EUR/
MWwWh The 2019 ingentives, equal to 78% of the difference between 180 ELR/MWh and the average annual sales
price of electricity i the previous year, therefore amounts 1o 92 .11 EUR/MWh.

Increase in electricity dispatching service costs: resolution 342/2016 of the Italian Regulatory Authority for
Enetgy, Networks and the Environment (ARERA) and subsaquent measures

In the secong quarter of 2016 there were significant increases in dispatching service costs for end customers
(specifically with regard to the uplift fee).

Cn 27 June 2016, ARERA published Resolution 342/2016/E/EEL, through which it launched a process for the
timely adoption of prescriptive measures and the assessment of potential abuse on the electricity market, pursuant
te Regulation (EU) na. 1227/2017 (REMIT), potentially committed in the recent past by several electricity markat
operators (including ERG Power Generation S p A and ERG Hydro Srl).

Feollowing the investigation by ARERA in Septernber 2016, notfications were sent 1o the parties irvolved — including
ERG Hydro Sri and ERG Power Generation S.p A. ~ containing the results of the assessments and the potential
illegal activity detecied by the Authority.

ERG Power Generation S.p A and ERG Hydro Sr.l. presented an appeal ta the Administrative Court of Lombardy for
the partial repeal of the notifications indicated above, deemning that there were absolutely no grounds for the 1ssue
thereof.

In April 2017, ARERA notified the companies concerned (ERG Hydro Srl. and ERG Power Generation S.p A of
the resclutinons issued as part of the proceedings initiated with Resoclution 342/2016 The man elements of the
above-mentioned nctifications are the change in the method used to define the results of the assessment with
respect to that used in the communication of September 2016, and a specific indicaton of the non-existence
of unlawful behaviour pursuant to (FU) Reguiation nc. 1227/2077 (REMIT). With two subsequent resolutions
approved in January and February 2018, the Authority closed the procedures regarding the prescrptive measures

for ERG Hydrg St and ERG Power Generation S.p.A. On the basis of the resolutions adcpted ty ARERA, Tema

33



€RG Pouer Generation 2N 00w b B

proceeded to quantify the amount to be returned, the econornic impact of which is not considered significant. The
companies involved proceeded to challenge, in the appropriate junsdictions, both the resciutions of ARERA and the

quantification performed by Terna.

.

Sicily moratorium on wind and solar power development

0On 11 May, the 2018 Financial Stability Law was published in the Sicilian Qfficial Gazette Article 17 of the Law
lays down a 120-day suspensian, as from 11 May, of authorisations related to wind power and photovoitaic plants
pending the introduction of an appropriate planning tool to allow the visual and environmental impacts of the
implermentation of sych electricity generation plants to be assessed. The moratorium, which was contested by
the italian Counct of Ministers, was subsequently repealed by Regianal Law No. 16 of 9 August 2018, published in
Sicilian Official Gazette No. 36 of 17 August 2018

GERMAN 7

- Expansion acceleration transmission network
In mid-December, German Chanceltor Angela Merkel's cabinet approved a draft law to make it possible to speed up
the procedures to authonse, and therefore expedite, the expansion of the German electricity transmission netwark.
This wll be made possible by better coordination between the various planning phases, tighter deadlines and the
eliminatior of unnecessary procedures There will also be new, more powerful transmission kines which will replace

existing lines and will no longer be subject to a federal planning process.

Extension of the vbligation of “Cooperatives™ to obtain authorisation to participate in wind power auctions

0On 29 June, the amendment to the law on renewable energy sources, extending the suspensiaon of the exemption for
“citizen energy cooperatives” (Burgerenergiegenassenschaft) from bheing required tc submit previously authonsed
projects to auctions, came into force.

The suspension, which aims to ensure a tevel playing fiefd for alf iIndustnal cperators, will be extended for the whole

of 2019

» Second anshore wind power auction 2018
On 1 May 2018, Germany's second auction for onshore wind power in 2018 was closed.
The results of the auction, published on 17 May, showed an average award price of 5.73 EURcent/kwh. The capacity
volume was undersubscribed for the first time, with just 90% of the total allocated.

The ERG Group was among the successful tenderers, with a 21.5-MW onshore wind project.

+ Changes to the German Renewable Energy Act 2017 (EEG 2017), increase in the annual auction quotas for
onshore wind and photovoltaic

In December 2018, a new package of energy laws was adopted whicn provides for rew auctons between 2019 and
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2021, for a total of 4 GW of onshore wind and 4 GW of photovoltaic. Additronal auctions to those already planned
were added for wind and photovoltaic: for 2019 1 GW for each new auction, for 2020 1.4 GW for each new auction,

and for 2021 1 6 GW for each new aucticn

FRAMNCE

» FIP 2017+ (Arriété tarifaire du 6 mai 2017}
The Feed In Premium envisaged for renewable projects subseguent ta 2017 abtained approval by the European
Comrrussion far a period covering the three years frorm 2018 to 2020 The French Government intends to keep the

“FIP 2017+" unchanged until the natural end of the three-year period.

BULGARIA

« Change to the incentive system
In May 2018, an amendment to Bulgaria's Energy Act was approved which provided that, among other measures,
from 1 January 2019, for existing plants with a capacity of mare than 4 MW, the incentive system switch froma FIT
systemn to a FIP systern. The incentive is calculated as the difference between the value of the FIT, as previously
recognised, and a reference price calculated on the hasis of an estimate of the future price of electricity corrected

for wind profile

FOLAND

+ Auction mechanism for onshore wind
Following the approval of an amendment ta the RES Act of 29 June 2018, an auction was announced for the year
for the granting of incentives 1o new wind power and photovoltaic plants. The multi-technological wind power-
photovoltaic auction provided for 2 quota of power of approximately 1 GW. The 2018 auction was duly held in
Novemnber. This amendment, which also impacts the identification of the components of wind turbines that are
relevant for the purposes of calculating the Real Estate Tax, restored, effective retroactively to 1 January 2018, the

more favourable method of real estate taxation of wind farms already in force until 1 January 2017

ROMANIA

+ Amendments approved to legislation on the incentivisation of renewable energy sources
On 26 June 2018, amendments to legislation on the incentivisatian of renewable energy sources, which amended
certam rules of Emergency Ordinance 24/2017 were approved. The main amendments concerned the increase in
the annual cap on the invoice of the end-consumer, on the basis of which the mandatory quota for parties obliged
to purchase GCs ts defined by the Regulatory Autherity; the introduction of the possibility for manufacturers
benefiting frorm Green Certificates to swilch to a Feed-In Premium incentive system (proposal to be submitted
for aporoval of the Eurcpean Commissicn); the requirement, for obligated parties, to purchase at least 50% of

Green Certificates on the spot market, without prejudice to the effects of pre-existing bilateral agreements.
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= The Regulatory Authority approved an increase in the annuat contribution due by operators in the electricity
and gas sector
At the end of December, the Government approved an order containing fiscal and budgetary measures affecting
the efectricity, gas and telecormnmunications sectors Mare specifically, far electricity praducers, it provides for an
increase in the contribution paid annually to the Romarskan authority for the regulation of the energy sector (ANRE),

set for 2019 as 2% of revenue achieved in the previous year, compared with 0.1% for 2018.

+ Change to tax ruies for wind power plants
On 3 December, an amendment to tax legislation was published in the Official Journal which provides for the
inctusion of the value of the pillars of wind turkines in the tax base for the Local Building Tax; previously only their

foundations were taken into consideration for the purposes of calculating tax.

UK

- Great Britain electricity market: Capacity Market
On 15 November 2018, the European Court of Justice annulled the measure with which in 2014 the European
Commission declared the compatibility of the British Capacity Market with European rules on State aid. The
immediate consequence of the ruling was the indefinite pastponement of upcoming auct:ons and the suspension

of all payments provided for by previous auctions.

REPUBLIC GF IRTLAND AND NORTHERN IREL AND

* Launch of the Integrated Single Electricity Market ()-SEM)
As of 1 October 2018, the island of Ireland has had a new wholesale electricity market (I-SEM. integrated Single
Energy Market) integrated with the electricity markets of other European countries. In particular, the -SEM
intreduces a new structure for the MGP (day-ahead} and M {intraday) markets, and a revisicn of the settlement and

balancing processes of the network inreal time

« Capacity Market
On 29 June 2018, Network Managers for the Republic of Ireland and Northern Ireland published the notice for
participation inthe T-4 auction for supply of existing and new capacity for the years 2022 /2023 For new construction
capacity, contracts can be cbtained for a maximum duration of 10 years The auction, for which registration closed

on 25 Cctober, is scheduted for 28 March 2019
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SOLAR

As from January 2018, ERG is active in the generation of electricity from solar sources, with an installed capacity of
B9 MW and an annual output of approximately 136 GWh, through 30 photevoltaic plants which became operational
between 2010 and 2011 and are located in 8 regions between the North and the South of Italy. 100% of the total
instalied capacity benefits from incentives with an average expiry date of 2030

The resuits set cut below also include the contribution of ISAB Energy Solare Srl, a group company, previously
measured using the cost methed due to it not being of a significant size (instalied capacity of less than 1 MW and an

annual output of approxirnately 1 GWh, through soiar panels installed at the ISAB IGCC plant in Priolo, Sicily).

Highlights of adjusted performeance items

OPERATING RESULTS Yaar

(EUR mililon) 2018 2017
Adjusted revenue from sales and services 38 n.a
Adjusted EBITDA " 32 na
Amaortisztion, depreciation and imparrment losses " (24) na
Adjusted EBIT " 8 na
Investments in property, plant and equipment and intangible assets 345 na
EBITDA MARGIN %@ 84% na
Total output by solar plants (GWh) 130 na

{1) nod ncludeng special items as ind cated ir the section “Alternative performance iInchcators”, ko whicn reference should be made for further detars
{2) ravo of adjusted EB TCA to revenye from sales and seruices

Output in 2018 amounted to approximately 130 GWh and the relative load factor was 16%.

Revenue for 2018 amounted to EUR 38 million, of whick EUR 30 million relating to revernue from the feed-ir premium
and EUR B rrillion to revenue fram the sale of energy.

In 2018, the relative net ynit revenue ameunted to 264 EUR/MWh, of which 234 EUR/MWh relating to feed-in
premiums and approximately 59 EUR/MWh to revenue from the sale of energy

Adjusted EBITDA in 2018 amounted to EUR 32 million, of which EUR 38 millien relating to the above-mentioned
revenue and EUR 6 million in fixed costs related mainly 1o maintenance costs, in line with forecasts

The EBITDA margin amounted was 84% in 2018,

Capital expenditure

irvestments in 2018 refer 1o the acquisition of 30 photovoltaic plants, which came on stream between 2010 and
2071 and are located in 8 regions between the North and the South of Italy, with an installed capacity of 88 MW and
an annual output of approximately 136 GWh. 100% of the total installed capacity benefits from incentives wath an

average expiry date of 2030. The enterprise value of the transaction amounted to approximately EUR 345 million,
Relevant legisiative and regulatory updates during the year

With regard to the temporary suspens:on of authorisations for the installation of solar plants in Sicily, reference is

made to the Wind section
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FHYDROELEC T I0e]

ERG is active in the sector of the generation of electricity from hydroelectric Sources through the equity investment
in ERG Hydro Srl, owner of the Terni Hydraelectric Cornplex {527 MW), including a systermn of programrmable and
flexible plants located in central ltaly; these plants are used under the related hydroelectric concessions that will expire
at the end of 2029.

The tatal capacity of the plants at the Terni complex came te 526.9 MW, of which 512 4 MW relating to large offtakes
and 14.5 MW related to small offtakes and minimum wital outflows, which increased by 0.4 MW as a result of the
completion of the construction of three new mini hydro plants that can use the FER tariff as per the [talian Ministerial

Decree of 23 June 2016

R XY N Bt BT S TR IR P2 U SR S UL FRP PSP

The contribution of the hydroelectric assels to the Group's resulis is shown below:

RS RNTig, A o Yaar
{EUR million) F.al ] 2017
Adjusted revenus from saies and services 194 137
Adjusted EBITDA " 146 94
Amortisation, depreciatian and impairment iosses ' (a8) (58]
Adjusted EBIT™ 83 a5
Investments in property plant and eguipment and ntang:ble assets 7 2]
EBITDA MARGIN % 75% 9%
Total cutput by hydroelectric plants {GWh) 1,740 1,144

(1) the figures shown do ot include special dems as indwcaled in the sechion "Alterna’ive pertortance ivlicators”, ta which refarence should be made for further vetars

In 77 ' %%, revenue, amounting to EUR 194 million, related mainly to electncity sales (mostly on the spot market) for EUR
102 million, revenue from the feed-in premium {former Green Certificates) for EUR 78 millior, and revenue from MSD
far EUR & millian.

The costs are essentially attributable to the concession fees, personnel expenses, operation & maintenance costs,
insurance paymenis and costs for services.

EBITDA for 2018 amounted to EUR 146 millien (EUR 94 rnillion in 2017), up by EUR 53 million, mainly as a result of
the increase in water availability and despite 2017 having benefited from EUR 8 million in revenue from previous
incentives

Tha average sale prices reflect both the electricity sales price, higher than the single national price due to the zone
price changes noted in the Centre-North area of (taly during the period and also due 1o the maodulation of the plants,
and the feec-in prermium (former green certificate), recognised an a portion of appraxirmately 40% of output and lower
than that of 2017, amounting to approximately 99 EUR/MWhH

ERG Hydro's total output {equal to 1,740 Gwh in 2018} therefore benefited from a net umit revenue, taking into
consideration the sales price of electrcity, revenue from MSD and from replacement incentives and other minor
components, totalling aporoximately 107 EUR/MWh (110 EUR/MWh in 2017, excluding the recovenes of prior

incentives, mentioned above).
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The EBITDA margin in 2018 was 75%, up sigruficantly compared ta 69% in 2017,

The load factor recorded in the year, amounting to 38% (25% in the previous year), benefited from the high fevet of
water availability recorded and the consegquent management of the level of the reservoirs, with output of 1,740 GWh
in 2018, up compared to the corresponding pericd of 2017 and to the ten-year historical average.

The level of the reservoirs of the Turano, Salto and Corbara lakes at the end of the year were respectively approximately
522, 518 and 124 metres above sea level, down compared to 31 December 2017 (respectively 526, 524 and 131 metres
above sea ievel), due to management of the level of the reservoirs in the third and fourth quarters, in anticipation of the

contributions expected in the autumn season and the price scenario.
Lapntal erpyenihture
Hydroelectric investrents, totalling EUR 7 million, relate mainly to maintenance orders and planned projects in the

field of seismic improvement of infrastructures, health, safety and the environment.

osar T Al L e s Doty Hite e

In addition to what is described in the general updates section, the fallowing measures should be noted

- Increase of BIM hydroeiectric surcharge
Fellowing the adjustment of the amount of the surcharge for hydroelectric offtakes in December 2017, on 23
January 2018 a Directorial Decree was published i the Official Journal, adjusting the surcharge for mountain
watershed (Bacini Imbriferi Montani, BIM) owed by hydroeiectric concessions for the two-year period 2018-2019.
in accordance with the provisions contained in the environmental measure attached to the 2016 Stability Law, this
surcharge was unified 1o 30.67 ELR/KW for all offtakes with over 220 kW of power, while until the previous two-year

period (2015-2017) differentiation was made between 220 and 3,000 kW and above 3,000 kwW.

- Regional regulations

At the level of regional regulstions, in October 2015 the Umbria Region published Resolution ne. 1067/2015, which
determined the increase in the value of state property rentals from 15.6 to approximately 31 EUR/KW, starting on
1 January 2076 ERG Hydro Sr.l. presented an appeal to the Higher Court of the Public Waters (TSAP) against that
measure

At the hearing held on 7 Becermber 2016, the parties stated their opinicons; the judge then referred the parties to the
hoard, scheduting the discussion hearing on 1 March 2077 During this hearing, first the issue of junsdiction was
addressed, filed with the office by the Chairman of the Board, and then the merits issues relative to the illegality of
the rental increase. With its ruling submitted cn 19 April 2017, the TSAP declared its lack of jurisdiction in favour of
the Regional Court of Public waters (TRAP) of Rome befere which 't arranged for the continuance of the appeal.
With respect to the TSAR ruling, an appeal was brought befere the Court of Cassation, and the scheduling of a

heanng date by the Court 1s pending.
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+ Feed-In Preamium (FiP) former Green Certificates

Reference is made to the Wind section.

* Electricity dispatching service: resolution 342/2016 of the ftalian Regulatory Authority for Energy, Networks
and the Environment (ARERA) and subsequent measures

Reference is made to the Wind section
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THERMOELECTRIC

ERG is active in the generation of efectricity from thermoelectric sources through the investment in ERG Power
S.ri, owner of the high output, high efficiency, low emission, highly rnodulable and flexible cogeneration CCGT plant
(480 MW).

Highlights of adjusted performance items

OPERATING RESULTS Year

[EUR million) e 07

Adjusted revenue from sales and services 405 4564

Adjusted EBITDA ™ 51 78

Amortisation, depreciation and imparrment losses ™ ()] (31)
Adjusted EBIT 21 48

Investments in property. plant and equipment and intangible assets 8 10

{1) the figures shown do hot Include special Items as mdicated in the secticn "Aiternative partormance indicators”, to which referance should be made for further details

Following the entry into force from 1 January 2018 of the legislation on internal user networks, all of the electricity
autput of ERG Power is allocated to the market by capturing the Sicily zonal price, while electricity ntended to cover
the needs of the Priolo industrial site, which falls within the scope of the legislation on internal user networks from
2018, is purchased on the wholesale market at the Single National Price. In 2017 ahead of the legislation on internal
user networks, abaut a quarter of output was destined directly to site customers, including the net suppiy of steam

in this energy

in 2018, ERG Power's net electricity generaticn was 2,151 GWh, down compared to the same period of 2017
(2.453 GWh), in relation to the less favourable market context, with decreased net generation margins due to the
gradual increase in the prices of CO, and natural gas in the period still not fuily reflected in the sale prices. This trend
was in line with the more general one reqistered in Italy for the entire thermoelectric sector.

The net supply of steam 1o captive custormers of the Priolo Gargallo petrochemical site totalled 737 thousand tonnes,

in line with the 2017 figure.

Adjusted EBITDA in 2018 amounted to EUR 571 milion {(EUR 78 milliortin 2017). The decrease in the resultis attributable
to the lower contribution of Energy Efficiency Certificates pertaining to the CCGT plant insofar as it is qualified as a
high efficiency cogenerating plant, which in 2017 benefited ir the amount of EUR 11 million from the revaluatiaon of
securities matured in the previous year.

These results were also affected by the less profitable performance of the clean spark spread inscofar as energy prices

have not yet fully ircorporated tre significant increase in cost of gas and CO,.
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Capital expenditure
jnvestments in 2018 (EUR 8 million) mainly refer to the ERG Power CCGT plant which ¢ontinued the targeted
investment initiatives aimed at preserving the operating efficiency, flexibiitty and reliability of the plants Progress was

also made on the planned Health, Safety and Environment projects.

Relevant legislative and regulatory updates during the year
+ Energy efficiency certificates

April 2017 saw the publication of the Italian Ministerial Decree of 11 January 2017 which, in defining the energy

savings targets for electricity and gas distribution entities for the years from 2017 to 2020, had an effect on the

balance between the supply and demand of erergy efficiency certificates (TEE).

On 15 February 2018, the Energy Markets Operator (Gestore det Mercati Energetici, GME), by order of the Ministry

of Economic Development, adopted an urgent amendment to the Rules of Operation of the energy efficiency

certificate market, providing that market sessions go from weekly to monthly, with the aim of limiting price volatility.

ARERA, with resolution 139/2018/R/EFR of 9 March 2018, appraved the amendment put in piace by the GME.

The Italian Ministerial Decree of 10 May 2018, containing further modifications ta the TEE system, was published in

July. The main provisions focused on rmeasures to simplify access to the incentive system, and to introduce, from

1 June 2018, a cap of 250 EUR/TEE on the Tariff Contnibution granted to parties cbliged to purchase TEESs, and,

lastly, the possibility for the GSE 10 issue virtual TEEs (not associated with any specific project) 1o make up for any

supply shortfall in the market.

In order to boost market [iquicity, on 12 September the GME published an urgent modification to the Regulation for

the pperation of the Energy Efficiency Certificate market, reintraducing the weekly expiry of sessions. ARERA, by

means of resolution 501/2018/R/efr, approved the regulatory changes intreduced by the GME.

On 10 October 2018, ARERA published Resoclution 501/2018/R/efr approving the Rules of operation of the Energy

Efficiency Certificate market (M-TEE) and the Regulation for bilateral transactions prepared by the GME within the

meaning of resolution 487/2018/R/efr, providing for its official entry into force from 28 September In particular the

Autharity:

- confirmed that it no longer provides for the prior cefinition of the reference contribution, as a result of the
introduction of the cap and the possibility of having recourse to “virtual” energy efficiency certificates issued by
the GSE,

- intraduced the “manthly relevant price”. expressed in EUR/TEE, in the case of exchanges of energy efficiency
certificates through bilateral transacticns;

- confirmed the structure of the formula for defining the tanff centnbution proposed to operators;

- partially redefined the maximum quantity of energy efficiency certif cates that ¢an be delivered by DSOs;

amended the amount of the tariff contribution recognised in advance, fixing it at EUR 175, and updating the

relative imelines for provision by the Energy and Environmental Services Fund (CSEA}
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* RIU Internal user networks (IUN)
For operators that own "closed distribution systems*, which include the “internal user network” (RIU) in Priolo, the
ltalian Regulatory Authority for Energy, Networks and the Environment (ARERA) published Resclution 539/2015,
which introduces the need to adopt accounting and functional separation of distrbution activities from electricity
sale activities within the RIU (so-called “unbundling’). With its subsequent resolutian 788/2016, the Authority
provided for the extension of the new regulations to 1 October 2017 With its resolution 582/2017, ARERA further
posiponed the entry into force of the new RIU regulations to 1 January 2018, in order to align the aforesaid reform
with the entry into force of the reform of the structure of the general system costs.
Lastly, Article 1, paragraph 91, of Law no 124/2017 {the “2017 Competition Law") provides that functional separation
rules do not apply to the operators of closed distribution systems (which includes RIUs); only the accounting
separation rules apply to the aforesaid operators.
ARERA, with resolution 15/2018/R/com of 18 January 2018, adapted the sector regulations to the aforesaid
legislative provisions.
Article 16 of Resolution 539/2015 determines that the Operator of an SDC {closed distribution syster) is responsible
for levying the general system charges due from users of the SDC and for their payment to the CSEA. The CGSEA
published varigus circulars on the matter mn 2018. Specifcally; circular No 472018 of 01/03/2018 established the
arrangements for decfaring and paying general systern costs and circular No. 40/2018 of 06/11/2018 established
the registration of SDC Operators in the CSEA operators database and the start of the mapping niit of the points of

at which the public network and the RiUs interconnect

B

Essential Units pursuant to Law Decree 91/2014

On 25 May 2016, news was published on the Terna website declarng the entry inta operation at 00:00 a.m. on
28 May 2016 of the Sorgente-Rizzicon connection and the ancillary works defined by resclution 521/2014 This
communication sanctioned the end of the essentiality regime envisaged by Law Decree no. 91 of 24 June 2014 for
tne electricity production units located in Sicily, as governed by the aforementioned Resolution 521/14.

ARERA then confirmed sad situation by way of Resolution 274/2016/R/eel

The ERG Power Generation CCGT plant was subject to the essential facilities discipline pravided by Law Decree
91/2014 until 27 May 20176,

With refetence to the request for compensation of the costsrelating to the period 1 January 2016 - 27 May 2016, with
its resolution 841 of 5 December 2017 ARERA pravided for the recognition an extraardinary advance. Subsequently,
with resotution No 48 of 12 February 2019, ARERA quantified the adjustment amount relative to the compensation
of costs for 2016; the value determined s in line with business estimates The adjustment amount was paid 1o ERG

Power Ganeration S.a. A on 28 February 2019
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INCENTIVE FRAMEWORK

WIND SECTOR INCENTIVES

taly - Plantg that entered into operation before 2013 feed-in premiumn (FIP) equal to {180 EUR/
MWh -P ") x 0.78 where P’ Is the average annual value of the sale price of the electricity of the
previous year. Duration of the incentive. 15 years
* Plants that entered into operation from 2013 allocation of incentives through participation in
Dutch auctions. Duration of the incentive. 20 years

Germany « Plants that entered into oparation by July 2014 feed-in tanff (FIT) and, on an opticnal basis,
FIP pius a management prermum (EEG 2012)

- Plants that entered into operation from August 2014 to December 2016 FIF (EEG Z014)

* Plants authorised by the end of 2016 and in operation by the end of 2018: transitional period
provided for during which it is possible to continue to nenefit from the tariffs provided for in EEG
2014 of decreasing value in relation to the actual new installed power in the pericd.

* Plants that entered into operationt from 2017 onwards FIP incentives allocated through
Dutch auctions (FEG 2017).

- From 2018, cooperatives can participate in auctions only If in possession of an authorising
ficence as for other wind energy producers

France - Plants that stipuiated the application to purchase electricity generation by December
2015: a feed-in tariff (FIT) R 15 years, defined baacd on the year the application to purchase
efectncity gereration was made and updated annually according to a formuia tied to the index
of hourly labour cost and to the index of the generation prices of industrial products. After 10
years of operation, it will be reduced for the subsequent S years of the incentive based on the
wind farrm's actual load factor if the annual number of hours of aperation exceed 2,400,

 Plants that stipulated the application to purchase electricity generation in 2016 feed
in premium (FIP). The FIP is dvided imto several components: the mcentive companent
[compiément de rémunération), calculated as the difference between the current FIT ang
the average monthly price of energy weighlad en the natonal wind power profile, plus 2
management premium to cover the costs for managing the sale of energy

- New plants that do not fall into the above categories: recognitian of incentives occurs
through auction procedures or direct access Inthe case of plants with a capacity below 18 MW
and wind turbines with unit power not exceeding 3 MW,

Bulgaria - A feed-in tariff {FIT) in brackets based on hours of operation, which 13 constant in nominal
terms The duraton of the incentive varies based on the date of entry into operatior, and can
be equal to 12 years (Mrabrovo plant) or 15 years (Tcherga plant). in particular, below the first
bracket {on average equal 1o approwimately 2200 equivalent hours of gperation annually),
the FIT recognised arnounts to approximately 97 EUR/MWh, while the changes to legisiation
significantly reduced revenue for higher production levels
From 2018, for existing plants with a capacity of more than 4 MW, the incentive systern has
switched from a FIT systern to a FIP system. The incentive is calculaled as the difference
hetween the value of the FIT, as previously recognised, and a reference price catculated on the
basis of an estimate of the future price of electricity corrected for wind profile
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- Plants in operation by July 2016: Certificates of Origin (CO) The Substitution Fee (the penaity

applied in the event of non-compliance with the CO purchase obligation) is calculated on the
basis of the weighted annual average of the prices of the COs recorded the previous year, plus
25% For 2018, after the 2017 trading closed, the penalty is set to 48.53 PLN/MWh

- From 2018, a multi-technological wind power-photovoltaic auction system was re-introduced.

The auction quotas are defined annually by the Government.

Green certificates with a duration of 15 years with delayed assignment with respect to the

underlying electricity output. Specifically

a) the recovery period of the Green Certificates (GCs) held from 1 July 2012 to 31 March 2017
(which takes place at constant instatiments through the years 2018-2025);

b) the period of validity of the GCs is until 31 March 2032 (onty the GCs issued before 31 March
2017 maintain the validity of 72 months})

- The cap and the floor between which the price of the GCs may fluctuate, set respectively at 35

EUR/MWh (from 57 EUR/MWh} and 29.4 EUR/MWh (from 27 EUR/MWh);

+ The mandatory quota for the consurners of electricity, which fram 20718 onwards is determmed

according to a pre-set fixed volume of GCs on the market and a maximum average expense for
the end consurmer

SOLAR SECTOR INCENTIVES

Italy

- Incentives for photovalta:c plants are pa.d through a FIP tariff on energy entered mto the

network for the duraticn of 20 years.

- The Conto Energia feed-in tarff scheme was introduced in ltaly with the inter-Ministerial

Decrees of 28/07/2005 and 06/02/2006 (Conte Energia 1} which provide for an incentive
payment system for electricity generation

- Ministerial Decree of 19/02/2007 (Conto Energia Il) introduced several changes, such as the

application of the feed-in tariff to all the energy produced gy the plant and the differentiation of
tantfs depending on the type of architectural integration and the size of the plant.

+ Conto Energia Kl came into force in 2010, with Ministerial Decree of 06/08/2010, applicable

o plants that entered into operation from 1 January 2017 until 31 May 2077, ang introduced
specific tariffs for photovoltaic systems integrated with innovative features. Law No. 129/2010
(the “Salva Alcoa Law®) then confirmed the Conto Energia il tariffs for 2010 for all plants able to
certify the conclusion of warks by 31 December 2010 and entry into operation by 30 June 2011,

+ Mimsienal Decree of 05/05/201% (Conto Energia 1V) cefined the incentive mechanism for

plants that entered into operation after 31 May 20117 and introduced an annual cumulative cost
limit for incentives, set at EUR & billion.

« Ministerial Decree of 05/07/2012 {Conto Energha V) partly confirmed the provisions envisaged

by Ministerial Decree of §5/05/2011 ang 5t the cumulative cost of incentives at EUR 6.7 billion.

Conto Energia Incentives have ceased to be applied since 6 July 2013 after the ceiling of EUR

6.7 billion was reached.

The provisions contained n Ministerial Decree of 17/10/2014 (the "spaima incentivi” or

incentive spread regulation) providec for, by November 2014, the obligation for producers to

choose between various methods for remodvulation of the incentives:

32) extension of the incentive period by 3 further 4 years with simultaneous reduction of the
uhitary incentive by a value between 17% and 25%, depending on the residual Iife of the right
to incentives,

b) an initial period of incentive reduction followed by a period of subseguent increase thereof
for an equivalent amount,

¢) flat reduction applieg for the rermaining incentive period, variable between 6% and 8%
depending on the size of the plant
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HYDOROELECTRIC
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© Plants that entered into aperation before 2013 feed-in premun {FIP) equal to (180 EUR/

MWh -P ") x 0 78 where P ! 15 the average annual value of the sale price of the electricity of the
previous year, Duration of the incentive: 15 years

Plants that entered intc operation from 2013 aliocation of all-inclusive tanff through direct
access for hydroelectric plants with capacity of less than 250 KW, in certain cases. Dyration of
the incentive: 2Q years,

THERMOGELECTRIC {Cogeneration)

italy .

High-yield cogeneration (cogeneration of electricity and useful heat) is incentvised through
the recognition of energy efficiency certificates (White Certificates), issued for ten years on
the basis of the primary energy savings that cogeneration makes 1t possible to achieve when
compared to the separate production of the same amount of electricity and heat Energy
efficiency certificates are exchanged in 2 regulated market managed by the Energy Markets
Cperator {Geslore dei Mercati Energeticl, GME) or through bilateral negatiations between
operators
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RELEVANT LEGISLATIVE AND INSTITUTIONAL
UPDATES DURING THE YEAR

General

European Union
+ NewETS Ditrective
Qn 19 March 2018, the Official Journal of the European Union published Directive (EU) 2018/410 amending Directive
2003/87/EC (the ETS Directive) Mernber States must transpose the regulation by 9 October 2019.
The directive aims to regulate the fourth phase of the Emission Trading System (2021-2030), promoting more
effective emission reductions and encouraging measures to decarbonise the economy.
Some of the main measures introguced in order to achieve this are:
- ncrease of the Linear Reductian Factor for total annual allocation amounts available from Member States to
2.2% (compared to the current 1.74%);
- reinforcement of the Market Stability Reserve (MSR) by doubling the amount of aliowances put in the reserve for

the first § years, and then returning to the current 12% from 2024 ta 2030.

New measures of the Clean Energy for all Europeans package

QOn 27 December 2018, three measures envisaged by the European Commission’s “Clean Energy Package’, issued
at the end of 2016, were published in the EU Official Journal. These are the new directives on renewables and
erergy efficiency, and the regulation on Governance.

The measures were approved by the European Parliament on 13 November and by the EU Council on 4 December

2018

New Renewable Energy Directive (RED I1)

RED I, covering the period 2021-2030, envisages the following key elements:

- atarget at 2030, binding at the EU level, for the percentage of energy from renewable sources in final energy
consumption of 32%,

- the possibility for Member States to provide support instruments for the further development of electricity
Qeneration from renewable sources.
These instruments, to be delivered cnly through competitive mechanisms, may include specific competitive
auctions for technology, and must be stable and prevent retroactive interventions, to safeguard the profitability of

investrments,
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- measures %o facilitate and simplify the permit-granting process with specific focus on the repowering of existing
Instaliaticns;
- a new regulatory framewaork for the issuance and management of Renewable Energy Guarantees of Origin, to

rnaintain the availability of electricity praducers

Naw Energy Efficiency Directive (EED 1l)

EED Il, covering the penod 2021-2030, provides for a target, binding at EU level, for the improvernent of energy
efficiency by at least 32.5% by 2030,

The Directive obliges Member States to achieve annual savings of O 8% (0 24% for Cyprus and Malta) of final energy
consumption between 2021 and 2030, while granting certain flexibility on how this obligation 1s achieved.

For the first time, Member States will be obliged to adopt appropriate measures for the benefit of social groups

facing energy insecurity

Governance Regulation

This Regulation intreduces the obligation for each Member State to draw up their own Nabional Energy and Climate
Plan, contatning the definition of national energy/enviranmental targets for 2030, as well as details on the timing
and the implementation arrangements in ordet for these to be achieved.

in this regard, a unified methodology 1s provided for the calcutat an of national contributions, by which alf Member
States must abide when calculating their contribution.

Member States shall have the option of determining hew to divide the Union-wide 2030 target between the varicus
energy components {heating and cooling, transport, electncity)

Fer the purpose of generating renewable electricity, Member States should indicate volumes and implementation
times, follawing an almost inear trajectory

The draft National Plan should be sent to the EU by 31/12/2018 (italy sent it on 8 January 219). It will then be
analysed by the Commission and possibly returned to the sending Member State for any improverments The fina.

version of the Plan should be sent to Brussels by 31/12/2019

ltaly

- XViit legisiature
On 4 March 2018, a gereral election was held to elect the representatives for the XVIill legistature of the ltalian
Reoublic
The first party emerging from the eiections was Movimento 5 Stelle, which obtained 32 68% of the votes for the
Chamber of Ceputies and 32.22% for the Senate, while tne Centre-Right Coalition (CDX) holds the majority of seats
in beth houses
The Centre-Right Coalition party that obtained the most votes was Lega {17 37% Chamber of Deputies and 17.63%
Senate), followed by Forza Itzlia {14% Chamber of Deputies and 14.43% Senate) ard Fratell d'ltalia {4 35% Chamber
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of Deputies and 4.26% Senate),
On 24 March, following an agreemnent between Mavimento 5 Stelle, Lega, Forza italia and Fratelli d'Italia, the new
presidents of ihe Senate and the Chamber of Deputies were elected respectively, Maria Elisabetia Alberti Casellat

of Forza Itatia and Roberto Fico of Movimento 5 Stelle.

Formation of the new Government

Mere than 80 days after the etections, Movimenta 5 Stelle and Lega reached an agreerment far the formatian of the
first Government of the 18th Legislature

Cn 1 June 2018, the Councit of Mimsters took the oath before the President of the Republic at the Palazzo del
Quirinale, while the vate of confidence of the Parlizment was received between 5 and 6 June.

Giuseppe Conte, professor of Private Law at the Law faculty of the University of Florence and lawyer, was appointed
Prime Minister.

Matteoc Salvini, leader of Lega, and Luigi Di Maio, potitical leader of Movimento 5 Stelle and deputy of the Prime

Minister of the Chamber in the previous legislature, were appointed deputy prime ministers.

Renewal of ARERA Board

On 29 September 2018, the appoiniment, by means of the Itaiian Presidential Decree of 9 August 2018, of the new
Board of the Italian Requlatory Authority for Energy, Networks and the Environment (ARERA) was formalised in
Official Journal no, 227.

The members of the Board, which will rermnain in office for 7 years, are Stefano Besseghini (Chairman), Gianni

Castelli, Andrea Guerrini, Clara Poletti and Stefano Sagla.

Draft Energy and Climate Plan 2021-2030

in early 2019, the Ministry of Economic Development, the Ministry far the Environment and the Protection of Land
and Sea, and the Ministry of Infrastructure and Transport submitted Italy's draft integrated National Energy and
Chmate Plan (NECP), as provided for by the above-mentioned Governance Regulation, to the European Commission
it wiil be submitted for public consultation, as provided by the requlations, as well as for thematic discussions
between the Munistries and interested parties in order ta arrive at the final version by the end of 2019, in goad time
for submission 10 the European Commission.

Arnorg the main objectives specified in the draft NECP, based on the five dimensions of de-carbonisation, energy
efficiency, energy security, energy market, and research, innovation and cornpetitiveness already identified by the
Clean Energy for all Europeans Package, the following should be highlighted:

- renewable energy sources to contribute 30% to gross energy consumption by 2030;

- a43% reduction in the consumption of primary energy cempared to standard scenarios by 2030.

The main ingtruments identified relate to accelerating the development of renewable energy plants, in particular

photovoltarc and wind, and phasing out the use of coal in electricity generation by 2025, through the strengthering
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of infrastructure for the transmission and distribution of energy. assisted by a widespread use of accurnulated
energy and digital technologies

In terms of increasing the generation of electricity through renewable sources, priority will be given to own-
cansumption solutians through photovoltaic distributed generation and interventions that do not involve further
caonsurmption of land, such as the repowering of existing wind farms.

In order to facilitate and speed up the de-carbarusation process, steps wil be taken to begin electnfying energy

demnand, particularly it the transport and civil sectors

Law for State budget for financial year 2019 and multi-annual budget for the three-year period 2019-2021
(Budget Law 2019)

On 31 December. Italian Law No 145 of 30 December 2018, otherwise known as the "Budget Law 2019° was
published.

Among the key points on energy contaned in the iaw, of note is the provision whereby econormic proceeds -
aready granted and to he granted - paid by operators 1o Municipalities accommodating RES plants on the basis of
agreements signed before 3 October 2010 shall remain in local government budgets and shall contribute towards
forming the business income of the owner of the plant. However, it will be necessary to adapt these agreements 1o
the Guidelines contained in the Italian Ministerial Decree of 10 September 2010.

The provision also ingudes some interpretative clarifications on the subject of registration tax, the freezing of
safeguard clauses for VAT and excise duties far 2019 and the increasing of thoase for the following two-year period,
and the web tax of 3% for subjects with tolal revenue equal ta or greater than EUR 750 million, of which at least EUR
55 milion achieved in Italy for the provision of digital services.

On the matter of decarhonisation of transport, @ bonus/malus systemn for vehicles has been introcuced, rewarding
for low or zero emissions of CQ, with increases in the incentive in the event of destruction of mare pelluting cars,
also provided are tax deductions on infrastructures for the electrical charging of vehicles.

On the matter of the environment and energy efficiency, a tax credit of 65% has been introduced on donations for
the reclamation of buiidings and public tand, as has a programme for the energy requalification of central public
authority buildings. A tax credit of 36% has been introduced for companies that purchase products made with
matenals deriving from the separate colection of plastic packaging, as well as far the purchase of biodegradable
and compostable packaging or packaging derived from the separate collection of paper and alumirium

A facilitated rate is then applied for amarasation, which varies according to the size of the investment for the benefit

of buying software within the scope of the Impresa 4.0 plan.

Conversion Into law of Tax Decree attached to Budget Law
Cn 18 December 2018, ltalian Law Nc 136/2018 converting Decree Law No 119/2018 (Tax Decree) was published in
the Officiat Journal. The most significant provisions included the facilitated settlement of various cases of disputes

between taxpayers and the tax authorities, the revision of the rates of excise duty on fuels used in cogeneration,
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simplification measures for the start of electronic invoicing, with the postponement of sanctions for anyone who
does not fulfil the obligation, and simplifications for the issue and annotation of invaices.
During conversion, measures were also introduced for incentives to create a single data transmission network in

order to facilitate the development of new technologies and infrastructures in ultra-wide band.

Conversion to Law of "Miileproroghe” Decree

COn 21 September 2018, halian Law 108/2018, which converted into Law Decree No. 91 of 25 July 2018, and
concerned an extension of terms envisaged by iegislative decrees (so-called "Milleproroghe” law decree), was
published in Official Journal no. 220

This introduces a cne-year postponement, from July 2019 to Juiy 2020, on the completian of the liberalisation of
tne electricity and gas retail markets, which envisages the abolition of the market of “greater pratection” for sale to

end customers.

~Simplification” Decree
0On 14 December, Decree No. 135 of 14 December 2018, laying down urgent provisions on support and simplification

for businesses and public administration, was published in the Official Journat

The law converting the Simplification Decree was published on 12 February and introduced significant changes to
the original text, in particular rules on concessions for large-scale diversion of water for Aydroelectric use and on
the determination of the relevant annual concession fees.

very briefly, the new legislation provides that:

- upon the expiry of concessions or in the event of withdrawal or surrender, ownership of "wet” assets - such
as dems and penstocks - is transferred, without remuneration, to the region, without prejudice to any payout
o the outgoing concession holder equal to the non-deprectated armount of any investments, insofar as this 1s
provided for by the cancession contract or otherwise authorised by the grantor during the period of validity of the
concession itself;

- for so-called "dry” assets - turbines, alternators, buildings - if deemed reusable, a price is paid to the outgoing
concession holder on the basis of the estimated value of the material installed, calculated at the time of entry into
possession, net of depreciated assets. Specifically:

- in the case of moveable assets planned for use in the concession project, a price is paid, in terms of residual
value, determined on the basis of the data available from accounting documents or a professicnal appraisal;

- movable assets not used in the concession project should be removed and disposed of by, and at the expense
of, the incoming concessicn holder;

- for immovable assets planned for use in the project, a price is paid, the value of which is determined on the
basis of the data available from accounting documents or & professional appraisal;

- immovable assets not planned for use in the project remain the property of the entitled party,
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- concessions may be reallocated by the Regions to economic operaters identified through public tenders, or to
companies with mixed public and private capital , or by forms of public-private partnership.

- within one year but not later than 31 March 2020, the Regions shalt govern by law the arrangerents and
procedures for tendering for the reallocation of concessions; such procedures should be initiated within two
years from the entry into force of the regional law, under penalty of the application of rules defined by a specific
bill by the Ministry of Economic Development and the Ministry for the Environment ard the Protection of Land
and Sea in the event of non-compliance with the terms;

- new concessions have a duration of between 20 years and 40 years, and can be increased up to 10 years for
particularly complex/expensive projects,

- the concession fee, to be deterrmined by regional law, will be composed of two parts:

- afixed partion, linked 1o the average nominal power granted,
- a variable portion, linked to "normalised revenue” determined on the basis of the energy sold and the zonal
price

- the regions may require from concession holders a free annual supply of electricity equat to 220 kWh for each kw
of average nominal power granted;

- for concessions expirnng by 2023 or aiready expired, the regions allow olants to continue operations for such time
as is necessary ta carry cut the reallocation procedures - in any case not later than 31 December 2G23 - against
the payment, in addition to ordinary fees, of an additional fee and the free annual supply of electrcity referred to in
the previous point. The Min'stry of Econemic Development shall issue a decree to determine the minimum value
of the fixed component of the fee and the additional fee In the event of failure to adopt the decree within 180 days,
the Regions may set the minimum annual value at no less than EUR 30 for the fixed component and EUR 20 for

the additional fee for each kW granted.

United Kingdom

Brexit

0On 13 Novernber 2018, the UK and the EU reached a orovisional agreement on the text of the UK's EU Withdrawal
Agreement. The text of the agreement, which was approved by the UK Council of Ministers and by the European
Council in Navember, was rejected by the UK parliament on 15 January 2019 with 432 votes against and 202 votes
in favour,

On 29 January, the UK parliament approved an amendment authaorising the Government to seek alternative
arrangements on the agreement The EU declared its unwillingness to reopen negotiations If the deadlack is not
resolved before 29 March, the United Kingdom will leave the European Union without an agreement (so-called Hard

Brexit).

Carbon tax to replace ETS in the event of a Hard Brexit
The UK Budget, presented on 79 Octaber 2018, announced that installations currently participating in the EU ETS
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will pay a CO, tax of GBP 16 (EUR 18.11) per tanne in the event of a Hard Brexit. The tax will apply from 1 April 2019,
which means that the Carbon Price Support will be the only charge on CO, emissions in the UK between January

and March of 2019. The tax dues not apply to generation plants located in Northern Ireland

France
Multiannual Energy Programme (Programmation Pluriannuelle de I'Energie - PPE)
The new version of the PPE was issued in draft in January 2019 and should be finalised, following a consuitation
pracedure, during the first half of 2019, The document presented provides that by 2030 the instalied capacity of
paower generation from onshcre wind sources will triple and PV capacity will increase fivefold, while for offshore it
envisages the conatruction of the Saint-Nazaire Wind Farm and 4 auctions for new projects. The specific objectives
for onshore wind are.
- for 2023, 24 6 Gw;
~ for 2028, from 341 to 35.6 GW,;
— measures 10 promote the reuse of wind farms at the end of their life, installing latest-generation, and hence more

efficient, machinery,

It also provides for the implemmentation, by 2623, of a provision that makes the recycling of the materials used in
dismantled wind turbines obligatory.
With regard to nuclear energy, the PPE provides for the closure of nuclear reactors praviding power equal to 149 Gw
by 2035, including two reactors by summer 2020, the closure of 4-6 reactors from 2025 to 2030 and 6-8 reactors

between 2030 and 2035

Romania
Publication of long-term energy strategy
On 19 September 2018, the Romanian Ministry of Energy published the national long-term energy strategy.
The proposals focus on upgrading of the country’s now cbsolete electricity generation plant, with a large role for
gas and nuclear pawer, but do not provide new support schemes for renewatle energies.
The government plans to achieve its RES goa's for 2030 of 376% on final gross consumption with the addition of
two large hydroelectric projects with total power of 1,810 MW (Tarnita-Lapustesti 1,000 MW and Turnu Magurele-
Nicopole 810 MW).
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RISKS AND UNCERTAINTIES

Due to the nature of its business, the ERG Power Generation Group is exposed to various types of risks, including
regulatory and legislative risks, operational risks, health and safety risks, enviranmental risks, market nisk, hquidity risk,
credit risk and risks relating to access to the capital markets.

In order to ensure that these risks are properly rmanaged, the Group has implemented an integrated process of
Enterprise Risk Management aimed at making a proactive cantribution to safequarding the assets of the ERG Power
Generation Group and efficiently and effectvely managing the Group in line with the business strategies defined by
the Board of Directors. In this regard, the Enterprise Risk Management process, adopted according to the reference
international ERM standard, is implemented through:

- the identification and assessment of the major risks linked lo the Business Plan, as well as the definition of the

respective Risk Policy, including through market benchmarks to incorporate best practices in this field,

- contiruous verification of the operation and effectiveness of the risk management process

The Enterprise Risk Managerment system is based on the creation, at all levels of the organisation, of a culture of
attention to risk. through a clear identification of responsibilities and the conscious assumption of nsks, and the
developrnent of an effective risk management process, through a clear definition of objectives and management
strategies, and clear rules stated in the relevant risk policies, which ensure both the management of the Company's
operations and the consistency and accountability of the activities carried out.

It should be noted that, at the date of preparation of this Report, no specific risks and uncertainties, beyond those
mentioned 1N the document and which could have significant consequences on the ecenomic and financial situation

of the ERG Power Generation Group, have been envisaged.

1. Risk of availability of Renewable sources (Wind, Water and Sun)

This risk consists of the possibility that the Group may incur economic darage deriving from fluctuatiens in the

voiumas of electricity generation, specifically regarding generation from renewable energy sources and the availabllity

of natural rescurces such as Wind, Water and, following the recent acquisition of photovoltaic plants in Raly, Sun.

The risk tied to the natural variability in the availabiity of renewable energy sources, which are known 1o change

according to the weather conditions of the sites where the plants are located. ts mitigated through:

- technological diversification of the renewable plants (wind, Hydro and Solar) and geographic diversification of the
generating plants, which reduce both the impact and the likelihood of occurrence;

- pianning of renewable plant shutdowns based on periods with low use of renewable sources, thereby reducing their

mpact,
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+ use of more accurate meteorological forecasting tools (wind, water and sun) to define generation plans and further
imprave the Volume Risk management strateqies in the short term.

The use of statistical risk analysis madels is also envisaged, enabling quantification of the economic impacts aver the

medium term {plan time horizon).

Entry into the solar business s a further important step in the (technological and geographic) diversification strategy

that makes it possible to mitigate the risks tied to the unavailability of natural resources, further reducing the overall

risk profile to which the Group is exposed as a producer of electricity from renewable sources.

Risk mitigation strategies are implemented in accordance with company policies

2. Price Risk

Price risk is identified as the possibrlity that fluctuations in the purchase and sale prices of cormmodities may cause
such significant changes in the Income Statement resuils as to compromise the achievement of the objectives
defined in the strategic plan.

In conducting its business, the ERG Power Generatian Group is exposed to the following risks:

- fluctuation in electricity prices for all generation plants which sell electricity on the market;

- fluctuation in the prices of gas, CO, and Energy Efficiency Certificates (TEE) attributable to the generation of the

natural gas-fired electricity co-generation plant (CCGT) of ERG Power;

The ERG Power Generation Group minimises the impact of the fluctuations in commodities prices through:

an aggregate view by portfalio, which permits the aliocation of risks where they can be more effectively managed,
benefiting from the offsetting of positions with opposite signs;
* definition of risk exposure (imits and of an associated escalation process in the event that limits are exceeded, with

the identification of the persans responsible for defining/authorising the actions for returning within the limits;

defintion of pracesses and responsibilities to monitor the exposure level using the appropriate indicators eg,

P@R, V@R, Stop Loss, Take Profit, Open positions);

definition of minimum and maximum hedging amounts (Hedging Ratios) an sales of EE over the life of the plan,

* use of derivative instruments to stabilise cash flows generated, contributing to guaranteeing the Group’s ecenomic
and financial equilibrium The use of hedging derivative instruments is autharised exclusively if there is ar ungerlying
asset to pursue the reduction in the economic impacts tied to the volatility of prices on the financial market and it
IS constantly monitored;

+ where pessible, the balancing of purchasing formulas (e g for natural gas) with the charge-backs to end customers
and/or inclusion in the sales contracts of the transfer of the higher costs deriving from the fluctuations in prices,
including specific clauses to reduce emerging costs (e.g. nked to the profile).

In terms of organisation, the governance model adopted by the Group requires the separation of control furctions

from those that manage risks in operations.

The risk managemnent strategies are carried out in accordance with company policy.
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3. Regulatory and legislative risks
This is the risk tied to developments in the local requiatary and legisiative framework in the countries where the ERG
Power Generation Group conducts its business The change in the operating rules as well as the requirements and
obligations that govern the markets and the countries in which the Group operates, could have a significant effect on
the results and on business performance, or have significant economic impacts on the value of the asseats.
The Group constantly manitors the evolution of the regulatory framewark in the countries in which it operates, in order
to prevent and/or mitigate the effects on the various business areas to the extent possible. Monitoring is structured
over several levels, both local and Eyropean, and involves collabarative dialogue with the institutions and government
and regulatory bodies in the sector through active participation in business associations and work groups set up at
those entities, as well as by examining the regulatary evolution and measures of the sector authority and drawing up
specific position papers to cammunicate its position on these issues

Ta this end, the ERG Power Generation Group has established specific Qrganisational Units dedicated tq continuaus

menitaring of developments in key national and international regulations, that monitor the evolution of the regulatory

framewark in the countries in which the Group operates and prepare,

The main matters subject to regulatory developments include, in particular:

« the bread reform of the electricity market both at European level and in the various countries in which the Group
cperates {ranging from capacity mechanisms ta measures 1o deal with the effects of cyber attacks or natural
diS a.s.ters in the energy sector with the introduction of Long Term Power Purchase Agreements),

- the referm of systerns of incentives for Renewabie Energy Sources in the various countries in which the Group

cperates (g g. switch from FIT to FIP; introduction of Auctions);

the rules governing the duration and conditians of concessions for large-scale diversions of water for hydroelectric

power plants;

energy savings certification in the framework of the White Certificates mechanism by the Energy Services Operator
(GSE)

- the rules for cbtaining and maintaining the authorisations and permissions for the construction and operation of
Renewable plants, as well as the incentives associated with them

The risk management strategies are carried out in accordance with company policy.

4. New Capital Expenditure Risk

This risk refers to the set of uncertain events originating from varicus factars, for exarmnple, scenario-related {micra/
macro-economic, political, regulatory, business), technical, aperational, financial ar arganisational, which may mpact
the decision to make a new capital expenditure and its success.

These risks are mainly attributable to the impossibility of developing certain economic/financial forecasts over the
lifetime of a Project (in the event of a specific intiative), with resulting income statement or financial position losses,
or deterioration of the Group’s iImage.

To mirimize risk, the ERG Power Generation Group has defined specific structured processes for selecting capital
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expenditure that involve a set of successive fevels of exarmination and approval carried out based on, inter alig, internal
and external support studies, benchmark analyses, legal-requlatory analyses and financial assessment/planning
models The Group minimises possible risks inked to new capital expenditure by assessing potential associated risks
for all relevant projects

- potential impacts and strategy/measures to contain/eliminate risk;

- follow-up items to monitor the mitigation processes.

The Group also periodically updates the WACC/HR, including through benchrmarks, to ensure a suitable return in
relation to the expected risk profile.

The risk management strategies are implemented in accordance with company policies.

5. Information & Communication Technology Risks

This risk is identified as the Inadequacy of the set of technica! and organisational measures aimed at assuring the

protection of the integrity, availability, and confidentiality of the autornated information and of the resources used to

acquire, store, process and cormmunicate said information. In particular, the following main risks in the area of ICT
are identified:

» risk of uncontrolled access to networks, systemns and data processing centres: this refers to the possibility of
unautherised personnel accessing systems, infarmation ar premises containing the processors and compramising
thelr use, Jeopardising the integrity and security of the systems and of the infarmation contained within them;

- nsk of vulnerability of the IT systems: this risk is related to the passibility that the architecture/framewark of the ICT
systermns will be vulneratle to internal/external attacks or exposed to associated events due to defects in the design,
implementation, configuration and/or the management cf the systems or due to a lack of awareness of ICT risks

an the part of company personnel;

.

risk of technological diS.a s.ter this risk identifies the possibility that the technclogical infrastructures serving

corporate operations may be dramatically comprormised by accidental events

The ERG Power Generation Group's operations are managed using ICT systems that suppert the main company

processes, both operating as well as administrative and commercial. The Group mitigates ICT risks through the

following main control ohjectives, in line with the IS0 27001:2013 standards and the Cobit 5 Model:

+ constant protection of the canfidentality, integrity and availability of the information managed on the ICT systems,

+ adopticn of specific behavioural models to be adopted when using the work stations and ICT tcols, aimed at
ensuring adequate security levels for the information;

+ autsourcing of management of the main systems te a provider equipped with data centres having high physical
security levels and standards, formally certified,

- adoption of tools to manage logical and physical accesses, as wel as verify and record them, based on the relevant
best practices;

- use of automatic tools 1o identify and manage accidents and anomalies;
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« implernentation of processes for the design, development, operation, maintenance, assistance and disposal of
ICT infrastructures, network services and applications to mitigate the vulnerability of the ICT systems, in line with
reference best practices.

The process of integration and consolidation of the ICT systems n the Group, defined based on the changes in the

corporate structures over the previous years, and curmently being finalised, will result in significant benefits and a

consequent reduction in related ICT nsks thanks to an approach based on risk management

To mitigate the potential risks of interruption of business actvities on ICT processes regarded as strategic, the Group

has sat up a DiS a.s ter Recovery system in place which ensures continuity of services and data at an alternative Data

Centre whose efficiency is subject to periodic audits

Furthermore, considering the significance of the activities carned out dally on the electricity exchange, specific

attention is focused an oversight of the market interface systems. These systems are subject to specific management

and maintenance procedures designed to protect their stability.

Risk mitigation strateglies are implemented in accerdance with company policies.

6. Image and Reputation Risk

Anarganisation’s reputation is the setof ali expectations, perceptions and opinions farmed overtime by all stakeholders

(customers, suppliers, investors, the media, etc ) in relation to the quality of the organisation, its characteristics and

its expected conduct. This risk relates to the potential effects of a negative perceptior of the Group’s iImage and/or

reputation. The various factors that have a negative influence inciude, for example: improper use of the rademark,

inconsistency in actions carried out and the ohjectives announced and/for misalignment between performance and

stakeholder expectations, and circulation of negative news, whether true or not, which may compromise the trust in

tne Group, its reliability and/ar crecibility.

The Group mitigates the risk that its reputation could worsen among stakeholders through.

- a structured process of Corporate Social Responsibility which includes, ameng cthers, social respeonsioility
initiatives and publishing of the “Consolidated non-financial statement”,

+ continuous monitoring of stakeholders’ perception of the ERG brand,

« specific relationships of active commumication ard information with the leading stakehaolders and the media;

- a Crisis Management process which, using a structured approach, pramptly manages and contains the effects of
crises to safeguard the Group's reputation.

Risk mitigation strategies are implermented in accordance with company policies.

7 Anti-Corruption Compliance Risk

The ERG Power Generation Graup ogperates in renewable energy sources in taly and abroad, and, in particular in.
France Germany, Romania, Poland, Bulgaria and the United Kingdom. For this reason, the Group 1s vulnerable to anti-
corruption compliance risk in all countnies where 1t carnes ouwt 11s business

This risk relates to the possibility that an employee and/or Company of the Group could be involved in proceedings for
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offences committed in breach of anti-corruption laws in force in the specific country.

ERG condemns the commission of any type of corruption with the utmost strictness, without exception. To prevent

offences of carruption, the Group has set up a system of rules and controls defined in relation to the national and

international regulatory context in which it operates. In particular, for all Group Companies:

- asystem of behavioural rules adopted by Group Campanies (Code of Ethics, Model 231 and Anti-Corruption Palicy}
is in place, based an the respective characteristics, which all employees are required to respect in carrying out their
activities and which prehibit any form of corruption, active or passive, Involving not only public officials but private
parties as well;

+ responsibilities and specific spending powers (aJthorisation and signature) are defined and assigned based on the
principle of Segregation of Duty, in order to kmit the passibility that a single person may camplete an entife process

in full autonemy;

specific employee training programmes have been defined and implemented, aimed at describing the regulatory
framework on anti-corruption (and the relative sanctions system), alang with the behavioural rules adopted by the

Group (e g. Code of Ethics, Models 231 and Anti-corruption Policy),

aprocessis in place, under the surveillance of the Supervisory Bodies pursuant to Legislative Decree 231/07, for the
management of reporting of benaviour contrary to the principles established by the Code of Ethics and Models 237,
this pracess, with reference to possible violations of the Ant-Corruption Policy, is governed by 231 Compliance”,

- a "Significant Thirrd Party” verification process 1s defined, through which the corruption nsk related to the
establishment of a contractual relationship is assessed in concrete terms, identifying, where necessary, the

appropriate risk mitigation and management measures;

specific third-level controls are carried out by Internal Audit with regard to compliance with the principles set outin
the Code of Ethics, Medel 231 and the Anti-corruption Pelicy

The risk managernent strategies are implermented in accordance with company policies

8. Business Interruption Risk

This identifies the risk connected to the occurrence of natural, aceidental or catastrophic events (i.e. earthquakes,

floods, seaguakes, fires, etc ), in the course of the perfarmance of business activities, with negative consequences for

the Group in terms of revenues or of preservation of corporate assets, such as to place routine operations in severely

critical conditions ar ta undermine the Groug's stability and balance in a significant and lasting manner.

As regards the nisks of unavailability of plants, the Group implements preventive mitigation strategies at all of its

productian units. to reduce the prabability of such risks, as well as strategies 1o ritigate any impacts thereof In

particular, the ERG Power Generation Group rmitigates these risks through:

- plant management policies aimed at pursuing high levels of safety and operating excellence, in ine with industrial
best practices;

« the adoption and continual updating of programmed maintenance procedures, both of ordinary and preventive

nature, and in accordance with the best practices of the sector, these procedures aim 1o Identfy and prevent
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potentiaily critical factors, even on the basis of specific engineering analyses conducted by specialised personnef,
- periodic audits of the plarts and use of control and remote control instruments in order to monitar techrucal
parameters and promptly detect any potential anomalies; moreover, where possible, the use of redundancies in
components in arder to guarantee the continuity of production processes,
+ pongoing specialised training courses for technical personnel warking on the plants
In addition, the gracual adoption of ICT solutions to detect techmical problems and calcutate effective yield is
envisaged, aimed at allowing a predictive approach for the planning and execution of maintenance in order to fimit
downtime due to accidental failures.
As regards produchon processes, particular attention is paid to prevention and control of the related risks, through the
implementation of risk assessments, Dusiness impact analyses and a business continuity management activity, with
the aim of ensuring the operational continuity of industrial production plants.
Specific infrastructural activities aimed at improving the response of dams to seisric events continue at the Terni
Hydroelectric Complex These activities are being carried aut under the supervision of the Ministry of Infrastructure
and Transport - Dam Directorate-General ard coordinated with Civil Defence Monitoring and controls have confirmed
the seismic safety of all dams, infrastructures and production plants. To cover natural or catastrophic risks, the ERG
Power Generaticn Group uses the insurance rmarket to transfer its own industral risk and risk in relation to third
parties, and to cover residual risk, thereby praviding a high leve! of protection for its facilities, even in the event of an
interruption of activty The contractual corditions which characterise these insurance policies are revised periodically

Risk mitigation strategies are implemented in accordance with company policies.

9 Health, Safety and Environment {HSE) Risk

HSE Risk is mainly linked ta the operatior of industrial assets that have an impact on the health and safety of warkers
and an envirgrmental matters

Health risks are those with potential impact on and impawment of the biclegical equilibriurn of personnel tasked with
performing aperations or work processes, as a result of emissior inte the environment of envirormental risk factars,
of a chemical, physical and biological nature

Safety risks are those related to the occurrence of accidents or injuries. or af physical harm or impairment (more or
less serious) suffered by staff assigned to the various jobs

Environmental nsks are connected with the possibility that, due to the Group's business activities, an event may occur
which triggers an alteraticn in the physical-cherical parameters of the water, ar and soil environmental matrices, with
negative impacts on the natural habitat and/or individuals heatth, to the extent requiring the adoption of extracrd nary
emergency measures with negative consequences for the Company, in terms of the incerne statement, statement of
financial pesition and/or reputation

The ERG Pawer Generation Group, strangly commitied to reducing these risks, has adopted specific guidelines on
matters of health, safety and the environment that, in accordance with the retevant best practices, envisage that all

Companies of the Group: (i) comply with ail laws and regulations ir effect, (i} pursue specific performance targets; (i)
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continuously train staff, and (iv) certify specific integrated HSE management systems.

Moreover, the ERG Power Generation Group adopts safety standards and operating practices having high guality
and reliability in order 10 assure regulatary compliance, continuous impravernent of environmental performance and
effectiveness of the actions taken in terms of prevention and containment of potential environmental impacts.

In particular, Companies that manage industrial assets, which by their nature are more exposed to HSE risk, are all
provided with an OHS as 18001 and IS0 14001 certified Management system, and EMAS certification is obtaired
on all the main plants. The Companies that do not manage industrial assets have an OHS.a.s. 18001 certified
Management system During 2017 the periodic audits were conducted by the certifying bodies, which issued and/or
confirmed the certifications held by the Group Companies

Moreover, the Group pursues the goal of zera injuries, through the structured menitoring of health and safety issues
and the development of numerous programmes for prevention and for the dissemination of a "safety culture”, aimed
at both internal personnel and suppliers that operate at the plants. Care for peaple is also expressed through initiatives
directed at personal development, performance assessment at ail levels and sharing best practices.

The adogption of the best available technalogy, the application of increasingly rigorous and exacting work practices
in terms of prevention and reduction of poilution, and the correct management of the waste produced allow the
industrial activity and related Health, Safety and Enviranment issues to be managed efficiently.

The ERG Group publishes its “Consolidated non-financial staterment” annually, providing sahent information and data
regarding HSE and social issues connected with the Group's business.

Health, safety and environmental strategies are implemented in accordance with company policies.

10. Country Risk

This is the risk of possible changes in the palitical, legislative, econornic and/or social framewark of a country that

may have negative impacts on operations, income statermnent results and/or the financial equilibnum

Examples of courtry risk include” (i} 'ack of a stable legislative framework and uncertainties regarding the protection

of rights of foreign workers in the event of breaches of contract by government entities or ather private parties; (i)

penalising application of laws ar unilateral changes to contracts that result in the reduction in value of the assets; (i)

increases in tax pressure; and (iv) complex authorisation processes that impact the time-to-market of development

projects,

In particular, the ERG Power Generation Group manages country risk through a strategy that involves:

- not assuming risk, and thus not making Investrments, In countries which have pelitical/social instability that makes
the countries unsuitable 1o the risk profile the Group intends to assume;

+ mitigation of rigk in countries where there is considerable interest in making new investments, requiring a suitable
returnt n relation to the expected risk profile. This assessment is carned out by analysing the main indicators of the
country in question (e g macroeconomic and financial indicators)

The mitigation of risk in these countries alsa involves the creation, develepment and maintenance of refations with

selected institutions and stakeholders, in orde~ 10 understand the political, institutional and regulatory scenario of the
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country of interest for the Group and its possible impacts on the business These indicators are penodicaily updated
to take into consideration any changes which could impact the correct representation of country risk.

The risk management strategies are implemented in accordance with company policies

11. Risk of Disputes

This risk refers o the eventuality that the Company ERG Power Generation S.p A, its subsidanes or the Group's
employees may be involved in civil and/or administrative and/ar tax-related proceedings and/or in legal actions
deriving from potential violations of law or regulations, from contractual or extra-contractuat liabiities or from cther
disputes (e g. iabour-related litigation} The gecurrence of such eventualities could cause darmage, generate penalties,
harm the Group’s reputation and erode shareholder value

The risk of disputes also refers to the possibility that a Group company may challenge an act or measure that 1s
detrimental to its interests and issued by insttutiens or administrative bodtes and/or independent authorities.

The ERG Power Generation Group mitigates the risk tied to possible impacts on the result for the year due to exposure

to higher costs and penalties through:

the oversight, carried out by specific corporate Organisational Units, responsible for assuring compliance with the
reference regulations in the different fields of competence (e.g legal, tax, admimistrative, etc );
- effactive managemert of the pre-fitigation phase by the competent Grganisatorial Urits with the support of the

specialists of the legal and tax areas;

management of disputes with the supporl of external law firms of high standing, with experuse in the subjent

matters of the litigation;

constant monitaring of the evolution of pending litgation and assessment of the hikelinood of losing, if the risk of
losing in a specific proceeding is assessed as likely, an estimate of the economic impact 15 produced that takes into

cansideraticn ali passibie consequences and a specific provisicn is allocated in the financial statements,

oreparation and transmission of periodic iInternal updates with regard to the litigation, including th-ough the 231

flows to the Supervisory Bodies.

In cases of extraordinary transactions (i e acguisition of Companies, estahlishment of JVa), to mitigate the risk of

disputes and the consequent negative economic impacts, specific Due Diligence work is carried out (e q. legal, tax)

and, if it 1s deemed appropriate, the counterparty is required to provide specific guarantees set out in the agreements

goverring the transaction.

In relation to the issuance of acts or measures that are harmful 1o its interests, the ERG Power Generation Group

rmitigates nsk through:

+ regular and correct management, coordinaled at the Group leve!, either directly or through the trade asscciations,
of relations with Institutional Stakeholders at the logal, national and international level;

+ participation in the phases of preparaticn of the acts or measures (including consultation precedures);

+ Impugning the acts or measures deemed harmful before the competent authorities.

The nsk management strategies are carried out in accerdance with company policy
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For additional details with regard to litigation and to the cantingent liabilities of the Groug, please refer to Notes 19 and

26 of the Notes to the Consolidated Financial Statements

12. Default Risk in Loan Agreements

This risk pertains to the possibility that upon the cccurrence of certain events regulated by the loan agreements.

counterparties to those contracts would be entitled to demand that ERG immediately repay the amounts loaned,

consequently generating a potential liquidity risk.

The ERG Power Generation Group, to finance its own development initiatives, makes use of medium/long-term debt,

mainly through Project Financing operations or, alternatively. through corporate financing. In general, all loans are

required ta comply with financial covenants calculated based on the economic-financial data of the single Legal

Entities or the consolidated Group.

The ERG Power Generation Group implements a risk mitigat:on strategy which invoives;

- periodic monitoring of the final and expected results and the consequent impacts on the covenants;

+ monitering of the main financial risks that may directly or indirectly impact leverage and the covenants;

+ assessment of each new investment initiative with regard to the future impacts 1t may have on the covenants;

- continucus monitoring of all commitments {not necessarily financial) envisaged by the agreements, whaose breach
may result in the potential default of the loan.

The risk management strategies are implemented in accordance with company policies.

For additional details on the loan agreements and the related covenants, reference is made to Note 25 of the Notes to

the Consolidated Financial Staternents

13. Liguidity Risk

The risk resulting from the lack of financial rescurces to meet both short-term and medium/long-term commercial
and financial commitrments is called liquidity risk. This type of risk considers the possibilily that the enterprise 1s not
able to fulfil its obligations (funding liquidity risk), or that it is able to do so only at unfavourable economic conditiors
because of situatians of tension or of the market’s changed perceptian of the risk of the Group {or of one of its
Companies).

ERG irmplements a risk mitigation strategy aimed at preventing the emergence of liquidity crisis situations, which
involves the pursuit of a financial structure that is balanced in terms of duration and compasition, continuous
monitoring of the financial balances, and the systematic generation of cash by its own business activities The
Group's objective s to maintain the profile of the risk in question at extrernely low levels through the implementation
of a financial planning process with the following objectives

+ enabling the Group to be solvent both under normal conditions of conducting business and under crisis conditiens,

optimising the relative opportunity cost,

.

assurning the avallability of an adecuate level of operating flexibiity, optimising the cost of funding in relation to

current and future market conditions; the Group uses a prudential approach in esbmating incoming and outcoming
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flow projections, which also takes into account assessments af the impact of dfferent scenanos, including stress
scenarios, that make it possible to identify the risk factors that could aiter the cash flows forecast in the Financial
Plan {e g. scenario changes, postponements in the execution of disposals) and to define and implement the related
mitigating actions;

- maintaining a balance in terms of duration and composition of debt, also through an operating structure that
operates within assigned jimits that are periodically revised and approved, and a second level control structure,
autonomous from the first one that verifies its activities;

- guaranteeing adequate distrihution of credit lines, deposits af cash and cash equivalents and related financial
assets among the main ltalian and international banks.

in arder to ensure the efficient management of iquidity, treasury activities are centralised within the Parent, which

meets the hquidity requirements of the Group primarily with cash flows generated by ordinary operations and with

recourse to debt, where necessary, and ensures an appropriate management of liquidity.

To pursue its risk mitigation objectives, the ERG Power Generation Group's stock of financial assets is invested in

short-term financial instruments that are highly liquid, preferring a very limited risk profile Short selling is not permitted

under any circumstances.

The risk management strategies are implemented in accordance with company policies.

14. Commercial Credit Risk
This is the rigk of unexpected change in the creditworthiness of a counierpany ielation to which there is an cxposure
significant encugh to trigger potential negative cansequences for the income statement and statement of financia
position. The objective of the Group is to maintair the profile of the risk In question at extrernely tow levels through the
preliminary assessrnent of the creditwarthiness of the counterparties and the adoption, when deemed necessary, of
risk mitigation instruments, such as the acguisition of guarantees.
In particular, in pursuing its commercial and business objectives, ERG minimises credit risk through
- definition of risk exposure limits at Group level and adequate risk mitigation tocls in arder to ensure that the risk
profile is in line with the Group’s requirements;
- an overall Group portfalio strategy that benefits from offsetting among the various risk prafiles associated with the
individual custamers and, in particular, ameng the nskiest and safest positions in terms of Probability of Default
- 3 structured process of active credit management, in which specific Organisational Units and a Credit Comrmittee.
- assess the creditworthiness of each individual commercial counterparty in terms of Rating, Credit Lirnit and
Probability of Defauit and assign specific levels of credit in terms of maximum exposure (facility);
- analyse the rigk profile of tre partfolio and the levels of exposure to counterparties in teyms of credit limit granted
and sales;
- conduct ageing analyses and constant monitoring of the overall exposure and of the exposure by counterparty,
evalyating the definition and implementsation of specific corrective measures

Moreover, the Group has defined the tyoes of guarantees that may be accepted in the case of a facility granted to
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counterparties with an unsatisfactory econamic/finarcial rating and the financial institutes {banks and insurance
companies) qualified 1o 1ssue such guarantees.

The risk managernent strategies are implemerited in accordance with compary policies.

Far additional details on trade receivables and the loss allowance, please refer to Note 9 - Trade receivables of the

Notes to the Consofidated Financial Statements.

15. Credit Risk with Financial Counterparties

The ability to adequately assess financial counterparties and to intercept any threats or risk elements in a timely
manner is a fundamental requirement to safeguard an enterpnse’s assets and reputation This risk is defined as the
risk that an unexpected change n the creditwarthiness of a financial counterparty towards which there is an exposure
(e.g. cash deposit) may cause consequent negative impacts in financial/capital terms and harm the enterprise’s
image.

The Group's cbjective is ta find a proper balance between the return of financial investrments and the minirmisation of

the related counterparty risk through:

reliance on counterpartres with Investment Grade Public Rating or, in the absence thereof, on a specific authorisation

by the CEO with the input of the Risk Committee;

risk diversification strategies (e.g., by depasiting cash with different banks and/or investment funds) in accordance

with the indications of the Risk Committee;

verification that each financial counterparty is not on any National and/or International Black List;
« continuous maonitoring of the Counterparties’ standing and an escalation process in case of negative events and/

or deterioration of the rigk profile.

At the Group level, a structured pracess is applied, comprising

- the autonemy of the Finance area in depositing liquidity up to 12 months with banks with Investmert Grade Rating,

« an authorisation protess (within the scope of the Risk Committee) for cash deposits above 12 months or with
banks with Rating below Investment Grade

The risk management strategies are implernented in accordance with company pol cies.

16. Risk of lgsing key professionals

This is defined as the risk that the global rewarding systems in the Group {consisting of fixed and variable companents,
as well as benefits) may be inconsistent w th people’s mativation or with market benchmarks, with a resulting
economic impact for the Group caused by the luss of key and/ar strategic professionals

The Group mitigates this risk by developing remuneration strategies and pol'cies based on weighing and matching
positions, aligned with market benchmarks, in arder to ensure effectiveness of ihe monetary and non-monetary
rewarding components

in particular, the Group uses instruments that are differentiated based on the levei of strategic relevance and seniority
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of its personnel. In this respect, the fixed remuneration component ensyres retention through constant market
benchmarks, while the vanable component ensures alignment of the company's objectives with those of individuals,
through the payment of performance-based bonuses based on long-term (LT1) and short-term (MBO) abjectives

Risk mitigation strategies are implemented in accordance with company policies.

17. Interest rate risk

Interest rate risk is the risk that an unexpected change in interest rates may lead to a change in the value of financial

positions and their level of cost. In this sense, changes in market interest rates may have such negative impacts on

the level of financial expense as to compromise the Group's financial stability and its caputal adequacy

Specifically, the ERG Power Generation Group implements an interest-rate fisk mitigation strategy which involves:

- the search for, and raising of, financial resources in the best possible conditions offered by the market, while
complying with the constraints posed by the Risk Committee;

- regular monitoring of the level of exposure to risk and of compliance with the constraints imposed by the Risk
Committee;

» the use of derivative instruments {&.g. IRS, Interest Rate Swaps), authorised exclusively if there is an underlying

asset;

pursuing the following objectives:

+ 1o identify the optimurn combination between fixed rate anid variable rate;

» 1o oplirmise the Group’s cost of debt within the risk limits assigned by the Chief Executive Officer, whose decision
is supported by the advisory apinian of the Risk Committee, and in line with the particular nature of the business;

- to reduce the possible econamic impacts related 1o the volatiity of rates on the financial market.

Risk mitigaticn strategies are implemented in accordance with company policies

18. Exchange rate risk

Exchange rate risk is the rigk that changes in the exchange rates of the currencies in which the Group operates have

an impact on

« income, as a result of different valuations of costs and revenues in foreign currencies compared ta the time at
which the price conditions were defined (ecoromic risk};

- income, as a resuit of the conversion of trade or financia! receivables/payables denominated in a foreign currency
(transaction risk);

- the consolhdated financial statements {income and shareholders’ equity) due to the effect of the corversion of the
assets and liabilihies of companies that draw up the'r financia! statements in anotner eurrency (translation Tisk)

The ERG Power Generauon Group uSes a Strategy to rmitigate exposure to exchange risk, reducing the pessible

economic impacts related to the volatility of exchange rates on the financial market through:

= definition of risk exposure Imits anc of an assaciated escalation process in the event that limits are exceeded, with
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the identification of the persons responsible for defining/authorising the actions for retumning within the limits;

definition of processes and responsibilities for monitoring the level of exposure using suitable indicators (e.g. Cash

Flow @Risk, EBITDA@Risk);

pursuit of a balance between assets and liabilities in foreign currency, minirmising net exposure and praviding
medium-long term financing of capital expenditure in local currency, whose profitability and cash flows are mainly

expressed in curencies other than the ERG Power Generation Group's functional currency;,

repatriation as soon as possible of the net cash flow generated by foreign operations, within the (imits of iquidity
needed to support their operation, in compliance with the Project Finance contractual restrictions and in ling with
the maturities of any hedging derivatives appraved

The use of hedging derivative instruments is authorised exc usively if there is an undertying asset, and 15 subject 1o the
approval of the Risk Committee as well as periadic manitoring.

Risk mitigation strategies are implemented in accordance with company palicies.

19. Risks related to the loss of key suppliers

This risk refers to the possibility that the Group may mcur losses or increased costs, darage to image or interruption

ta business cantinuity, at least in the short term, as a result of the lass of a particuiar supplier (e.g. termination of

activities, bankruptcy, natural events with repercussions on its productive capacity) considered to be strategic, or the

over-cancentration of orders with a single specific supplier

The ERG Pawer Generation Group's policy is to aim to minimise risks related to relationships with suppliers by

identifying a set of behaviours/actions and adoptirg a specific policy for the management of purchases based on the

foliowing principles:

+ the development of a rigorous internal process for the qualification (financial, technical and HSE) and selection of
suppliers according to formally defined parameters and criteria, thraugh recourse to tenders with identification of
a minimum number of supphers for the supply of goods and/or services, ensuring wherever possible a structured
rotation of suppliers;

+ the identification of specific Organisational Units responsible, in particular, for selecting and monitoring the
performance of suppliers;

the development of specific internal contracts with safeguard clauses bath in the general conditions and in the

.

specific agreemers;

specsfic activities for the structured monitoring of the pool of suppliers and the control of the purchasing processes.,
aimed at ensuring compliance with the guality parameters and concentration of orders as defined in Group

procedures

20 Industrial Relations Risk
This nisk 1s the possible negative impact deriving from an inappropriate management of individual and coliective

relations with empicyees, which generates potential internal and/or external conflicts and compromises the

67



€RG Pouwer Generation >~ - - e

attainment of business objectives.

Relations with employees, deriving from the employment agreement, are assured, bath individually and collectively,
through complance with labour laws and regulations and with international standards pertaining to human rights,
diversity and equal opportunity and the establishment of an industnal culture centred on;

+ continuous relations with the Qrganisations representing Workers at national and local levef;

+ employees’ participation in business objectives;

- second level negatiation activities.

Risk ritigation strategies are implemented in accordance with company policies.

21. Risk associated to the consequences of Great Britain's exit from Europe (Brexit)

The international treaties between Europe and Great Britamn are currently under negotiation following the referendum
in June 2016, which sanctioned Great Britain's exit from the Eurozone.

The resuits of these Brexit negotiations, and their consequences on EU econarnies and UK and EU relations, are still
uncertain.

There are therefore still significant elements of uncertainty and potential repercussions on the financral markets,
such as a progressive devaluation of the exchange rate of the pound sterling against the euro and greater volatility
on the financial markets in general due to the increase in uncertainty, which may have an impact on the results of the
Group, albest a limited impact given (i) the limtted presence of the Group in Great Britain with respect toits internat:onal
production portfolio, and {ji) a development plan that foresees 1iosl of ils itvestiments toward the end of the five year
plan when the political scenario should be defined.

The ERG Power Generation Group specificallymanages thisrisk through a multi-leve! strategy that nvolves theinitiation,
development and maintenance of relations with local and EUJ institutions aimed at understanding developmentsinthe
renegotiation of international treaties between Europe and Great Brtain and its possible impacts on business for both
current and future investments. Furthermore, for new investiments, risk mitigation involves valuing the investments,
requiring an adequate return on the expected risk profile, taking account of the main indicators of the country (e.g.
macroeconomic and financial indicators), which are periodically updated to take into consideration any changes that
rmay have an impact on the correct representation of country risk

The risk management strategres are implemented i accordance with campany policies



REPORT ON OPERATIONS " B e ST [P IER . T

HEALTH, SAFETY AND THE ENVIRONMENT

Introduction

Protection of the health and safety of persons and protection of the environment have aiways characterised the way
in which the ERG Group does business: the prevention and management of the connected risks are therefore central
to the implementation of the Group's strategic guidelines

The principles adopted by the Group concerning health, safety and the environment were stated in the Sustainability
Policy which, with respect to all stakehelders, expresses the values, commitments and objectives pertaining to
sustainabiliy that ERG intends to pursue,

In line with its own Code of Ethics, ERG aligns all the Group's activities, combining the objective of creating sustainable
value over time with respect for the environment and attention to internal and external stakeholders.

For tne ERG Group, sustainable growth means integrating the economic and business growth objectives with
the creation of value for the Environment and Society, 1o increase the value generated and alsc transform it into

cempetitive advantage.

Health and Safety

During 2018, business activities continued cansistently with the prowvisions of the health, safety and environment
Policy and in accordance with the principles provided by the Guidelines and by the Coce of Ethics adopted by the
Group.

The ERG Group continued to pursue the objective of "zero accidents®, achieved for its own personnel and for third
party companies in 2018, as in the previous year

In terms of measures implemented, an intensive training activity was completed, both on manageriat themes and with
regard to workplace health and safety, at all organisational levels, involving the various relevant parties, in line with the
contents of the applicable regulations and the obligations of the responsible parties, first and foremost Employers.
In addition, in 2018, as tn previous years, the ERG Group, which has always been keen on promoting its employees’
health and safety, also offered its persornel the oppartunity to undergo a series of medical tests aimed at preventing
the mest common neoplasms for the subjects rmost exposed torisk according to international protocols, and provided
the fly vaccine to all its ermployees

In addition, the Health, Safety and Environment Specification, applicable 1o all companies of the ERG Group, was aiso
updated. This dacument codifies the main measures to be adopted and observed with regard to healthcare and injury
prevention, workplace health and protection of the environment by those who sign and exercise contracts for the

performance of services and works.




70

ERG Power Generation - " . oL ‘-

As mentoned previously, the safety culture based on prevention is of fundamental importance for the ERG Group,
because t heips to protect people and the environment from harm. For this reason, once again in 2018 every accident
was carefully assessed, n accordance with Group procedure, in order to identify the necessary corrective actions, the
long-term goal being to avoid a repetition of such events.

However, in 2018, despite all the efforts made, four accidents inveiving ERG Power Generation empioyees were
recorded, dyring wind power plant maintenance activities, one was recorded during ERG Hydro investment activities,
involving a third-party operator, and another during wind power plant maintenance activities involving a third-party
company operator.

The Group HSE departments assessed the events that occurred, and the actions identified following the assessment
of the individual events were undertaken. The analyses concerned not only the area and the specific context of the
incidents, tiut ail the areas of the plants concerned in order to extend the effects of the prevention activities s far as

possible.

Environment

Environmental protection is a cultural value n the Group’s approach to doing business For this reason, ERG has

developed a business mode! that enables it to generate enargy with a very low environmental impact. In comphance

with this principle, the Group undertakes:

+ to favour the development of renewable energy sources ard the use of fuels with low carbon density;

+ to minimise the environmental impact ot 1ts own activrties, reducing energy consuimplion, atriusphernc emissions
and the production of waste, also through the improverment of quality and plant efficiency;

- 1o consider the protectian of biodiversity, of natural habitats and of ecosysterns as a significant component of
sustainable development in the reahsation of its projects;

+ to promate the consoious, responsible use of all natural resources available te the Group;

+

to adopt, in the operating units, Environmental Management Systems that are certified according to recognised

standards, with a view to the continuous Improvement of its own performance and of risk mitigation.

Management Systems and Certifications

As has become established practice, the ERG Group has adopted environment and safety management systems as

instruments of cantinuous impravement, in line with international standards. Specifically

+ ERG S.p.A. has renewed the certification for the safety management system, based on the BS-OHS a.s. 18001
standard, for a further three years,

- ERG Power Generation S.p.A. has defined its Inegrated Management Systern (IMS} as the aggregate of
"organisationat structure, procedures, processes and resources necessary to implement Envirenment and Safety
Management’, applicable 1o all Group technologies (Wind & Solar, Hydre and Therma)

The Integrated Management System has the following ctjectves:

-+ to dentify and descrbe, n detail, the praductive processes that were managed whi'e highlighting tne varfous
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processes, interfaces, refative mputs/outputs and control elements;

~ to measure and monitor the pracesses in arder to attain the planned results, in accordance with the principles of
efficacy, efficiency and constant improverment;

- to rmanage processes in agreement with the requirements of regulations;

- to adopt reference procedures and guidelines applicable o all units

Over the course of 2018, the ERG Power Generation Integrated Management Systems adopted by the Therme,
Hydro and Wind & Solar units, appropriate to the consolidated organisational structure, were verified and unified
under a single reference accreditation body (RINA), confirming all existing certifications for integrated Management
Systemns. In addition, rmigration of the ISO 14001 {Environment) systemns to the new 2015 revision of the standard was
completed, while preparations are being made to migrate the OHS.a.s. 18001 Health and Safety systems to the new
IS0 45001 standard. The main drivers of change are the modern philosophy of “risk based thinking” and extending
the scope of application from the heart of the organisation to the surrounding social, economic and territorial context.
In accordance with the provisions of the systems themselves, internal audits were planned and carried out in order
to venfy compliance with the rules, using mixed audit teams and resources from organisational units outside of the
audited unit. This made it possible to consoclidate internal comparison and the exchange of skills gained, a process
begun in the previous year.

Angther impartant objective, achieved by ERG Power Srl. and ERG Hydra Srl. in the course of 20118, ix the annwal
verification of compliance with EMAS, within the meaning of Regulation £C 1221/2009 and 2077/1505/EU.

The EMAS (Eco-Management and Audit Scherne), together with the adoption of an Environmental Management
System consistent with the 13O 14001 international standard, makes it possiale to pursue an effective, efficient
management of environmental aspects, based on a trustful, transparent relation with institutions and with the public
and on the active participation of the ernployees and Third Parties that operate al the gperating sites.

The main {0l is the "Enwronmental Statement”, a document that atiows for transparent communication with
stakeholders, and more generally with the public, as regards the environmental perfoarmance of the reference Unit.
The 2018 audits were published on the corporate website, along with updates to the results and objectives achieved
in 2017

Voluniary participation in an EU system of eco-management is an additienal confirmation of tre importance of the
issue of environmental sustainability for our Group, to increase the effectiveness of one of the objectives of carparate

social respons Bility (CSR): open communication with the public.
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FINANCIAL STATEMENTS

ADJUSTED INCOME STATEMENT

To enhance understandability of the ERG Power Generation Group's performance, the operating results are showrt in
this section excluding special tems.

As already indicated in the Intraduction, the restated comparative data are snown in order to take account of the
change in scope linked to Brockaghboy and the application of iFRS 15

For the definition of indicators, the composition of tne financial staterments and the reconciliation of the amounts
involved, as well as for the restatement of the restated comparative figures, reference is made to that indicated inthe

section Alternative Performance Indicators below.

{EUR mitlion) FY 2018 FY 2017

Revenue 1.026.7 1.046.4
Other income 19.2 89
Total revenue 1,D46.0 1,0553

Purchases (32779 {355.0)
Change n inventories 07 ne)
Services and ather aperating costs (176 1) (174.8)
Perscnnel expense (39.3) (36.6)

EBITDA 503.6 488.3
Amortisation, depreciation and tenparmens: of non-current assets {269.9) (247 3)
EBIT 2336 240.9

Net financial (ncome (€38 {611}
Net gains {losses) on equity investments (0.4) (1.0}
Profit before taxes 16%.4 178.9
Income taxes (45.0) (41.9)
Profit (loss) before non-controlling Interests 124.4 137.0
Naon-controfling interests (0.1} -
Profit attributable 10 the ownets of the parent 1243 137.0

1 - Revenue

Revenue from sales consists mainly of

- sales of electricity praduced by wind farms, thermoelectric installations and hydroelectric plants, and, from Jaruary
2018, by solar installations The electricity is sold on wholesale channels to industrial operators of the Priolo Site and
1o customers via bilateral agreements Specifically, electricity sold wholesale includes sales on the IPEX electricity
exchange, both on the “day befare market” (MGP) and on the “intraday market” (Mi), as well as the “dispatching

services market” (MSD), in addition to sales 1@ the main operators of the sector an the “cver the counter” (0TC)
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piatform. Lastly, mention goes to sales of other utilities and steam supplied to Industrial operators at the Prniolo site.

* incentives related to the output of wind farms in operation, hydroelectric plants and sofar installations.

Revenue in 2018 was EUR 1,027 milhon, down shightly compared with EUR 1,046 miflion in 2017, The change is aresult

of the following factors:

the decrease (EUR -56 milliony of the Wird sector linked mainly to Jower incentives in italy and Romania, lower
output in italy partially offset by increased output in France following the change in cansclidation scope, and a
higher sale price of electricity in ltaly, France, Germany and Paland (overall equal to EUR 389 million compared with

EUR 445 million);

the new contributian of the Solar sector, consolidated from January 2018 (EUR 38 milliony},
« the:t, * s> wo-z -, up substantially on the corresponding period of the previous year (EUR +58 million) due

to the increased water availability in the period (EUR 194 million versus EUR 137 million);

the decrease (EUR -60 millicn) in the Thermoelectric sector linked to the loss of a major bilateral agreement and to

the iower contribution of the Energy Efficiency Certificates (EUR 405 million, compared to EUR 464 million).

2 - Other income
This mairly includes insurance rernbursements, compensation and expense repayments, smatler chargebacks to
third parties and grants retated to income. The increase in other incorne compared to 2017 is mainly due ta the release

of excess allocations as a result of closure of previous items no longer due

3 - Purchases and change in inventories

Costs for purchases include costs for the purchase of gas and CQ,, utlities and stearn intended to fuel the ERG
Power Sr.l. CCGT plant and costs for electric power intended for resale on the market within the sphere of the Energy
Managernent activities

In 2018, these ameunted to EUR 327 million, down by roughly EUR 29 million compared to the same period of 2017
mainly as a result of the lower costs for electricity purchases, corresponding to lower sales to customers, partly offset
by higher costs for gas and €O, purchases.

The change in inventories, inked fo spare part inventories, was not significant.

4 - Services and other operating costs

Cests for services include maintenance costs, commercial expenses {including energy transport costs), costs for
utiities, costs for hydroelectric concessions, for agreements with local authorities, for consulting services, insurance
costs, and costs for services rendered by thurd parties.

The other aperating costs manly relate tc rent, provisians for risks and charges and to taxes other than income taxes.

This item1s essentiaHy in line with the prior year.
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5 - Amartisation, depreciation and impairment losses

Amortisation and depreciation refer to wind farms, hydroetectric sector plants and the CCGT plant, and in 2018 also
ta solar installations.

The significant increase is mainly linked to higher amortisation and depreciation due to the acquisition of solar

ingtallations (24 miilion) and to the change in scope of the wind plants acquired in France in 2018 (2 million)

6 - Net financial expense
Net financial expense in 2018 totalled EUR 64 million, up slightly compared to EUR 61 million in 2017, mainly due to
the increase in medium/iong-term debt as a result of the change in the consaolidation scope.

The item alsa includes the effects of the denvatives hedging against the risk of fluctuations in interest rates.

Lastly, it should be noted that the adjusted net financial expense commented on here does not include positive special
items of EUR 4 millicn in 2018 relating to the net financia! income recognised, on the basis of IFRS 9, in reference
to refinancing operations completed during the period {6 million}, net of the reversal effect related to refinancing

cperatians performed in previous years and in the current year (-2 millvon).

7 - Net gains (losses) on equity investments

in 2018, the Group sold its eguity investment in Brockaghboy Windfarm Ltd, generating a capital gain of EUR 27
million, net of the related 1ax effects and cther ancillary comporients. The gain and the other prohit or loss components
asscciated with the sale of the equity investment are considered special iterms and therefore are not reflected in the
afgrementcned line “Net gains {losses) on equity investments® of the adjusted income statement

Lastly, note that in 2017 the item included impairment (approx. EUR 1 millicn) of minor equity investments measured

at cost

8 - Income taxes

Income taxes in 2018 were EUR 45 million (EUR 42 miflion in 2017) The acjusted tax rate, obtained from the ratic
between income taxes and pre-tax profit, amounted to 27% (23% in 2017)

Recall that the 2017 tax rate had benefited from the positive impact of deferred tax (approx. 4 million) due 1o the

reduction of Corporate Income Tax n France (28% in 2017 compared to the 33% rate applied in 2018)
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STATEMENT OF FINANCIAL POSITION

The reclassified statement of financial position contains the assets and liatilities of the Financial Staterments used in
drawing up the annual financial report, highlighting the uses of resaurces in non-current assets and i1 working capital
and the related funding sources.

For the definition of the indicators for the main iterns used in the Reclassified Statement of Financial Position,

reference 1s made to the "Alternative Performance Indicators” section below.

(EUR million) /1272018 N/2/20n7
Tintangrble assets 896 5 730.7
Praperty, plant and equipment 22774 22416
Equity investments and ather financial assets 53.7 595
Non-current agsets 3,227 3,0323
|nventories 216 206
Trade receivables 251.2 258.0
Trade payacles (83.9) (71.7)
Extige duties payable 10 1ax autherities ) 06}
“Net working capital 1878 2064
Post-employment benefitg 4.7 (52)
Other assets 274.5 2373
other ligbrirties {468.4) (421.5)
Tq;t invested capital 3,216.3 3,049.4
Equity attributable 1o the owners of the parent 2,069.8 19511
Nan-controlling nterests 04a 0Q
Medium/long-termn net financial indebtedness 1,202.3 11719
Short-term nel financial indebtedress (559) (737)
Equity and financial debt 32163 3,049.4

Net invested capital amounted to EUR 3,216 million at 31 Decemnber 2018, up cormpared to 31 December 2017 (EUR
3,049 million) Financial leverage, expressed as the ratio of total net liabilities (including Project Financing) 1o equity,

is equal to 36% (in line with 2017).

1 - Non-current assets

Intangible  Property, plant Financial Total
{Milion! &l Eyro) assets  and equipment t
Ncn-currant assets at 31/12/2017 730.7 2,241.6 59.9 3,032.3
Capital expenditure 62 509 Q0 571
Change in the consolidation scope 2057 2043 {52) 404.8
Divestments and other changes 57 (18 o 29
Depreciation and amortisation (51 9) {218.0) 00 (269.9)

Non-current assets at 31/12/2018 896.5 22770 537 3,227.1
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Non-current assets at 31 Decermber amounted to EUR 3,227 milkon, up compared to 31 December 2017 (EUR 3,032
miflion), fellowing acquisition of the selar plants, of the wind farms in France and of capital expenditure for the year,

partly offset by the disposal of the wind park of Brockaghbay and by depreciation for the year.

2 - Net warking capital

This includes spare parts, amounts due for incentives, amounts due for the sale of electrcity, and trade payables
mainly concerning the purchase of electricity and gas, the maintenance of wind plants and other trade payables The
change for the period is mainly related to the seasonai dynamics of collections relatng to incentives as well as to the

effects of the change in the consolidation scope

3 - Other assets
These mainly comprise deferred tax assets, receivables from Tax Authorities for tax advances and advance payments

made against current provision of services

4 - Gther liahilities
These mainly concern the deferred tax liabilities calculated on the differences between carrying amounts and the
refated tax basis (mainly concessions ang non-current assets), the estimate of INcome taxes due for the period, and

the provisicns for risks and charges.

5 - Net financial indebtedness

DEBT SUMMARY - ERG FOWER GENERATION GROUP

{EUR mition) 31/12/2018 Nnn207
Medwmy/long-term fnancial indebtedness 1,202 3 11719
Short-term cash and cash equivalents (559) (737}
Total 1,146.5 1,098.3

The following table lllustrates the medium/long-term financial indebtedess of the ERG Group:

MEDIUM/LONG TERM INDEBTEDNESS
(EUR mitfian § 31/12/2018 3122017
Medwm/long-term bank borrowings - -

Current portion of leans and borrowings - -

Non-current loans and borrowings 1710 201.1
Total 1710 2011
Total Project Financing 11776 11147
Current portion of Project Financing (146) (144)
Non-current Project Fihancing 1.0 971

Mediumy/long-term indebtedness 1,202.3 1,172
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“Non-current loans and borrowings”, amaunting ta EUR 171 million, refer mainly to:

+ net fiabilities deriving from the fair value measurement of the derivatives ta hedge interest rates of EUR 82 millior
{EUR 102 million at 31 December 2017),

- liabilities regarding a loan from parent company ERG S.p.A. (EUR 72 rillion);

- liabilities relative to a deferred component (EUR 12 million) of the purchase price of Creag Riabhach wind Farm
Ltd.. holder of authorisations for the construction of a wind farm in Scotland, and of the purchase price of EPURON

Group {(EUR 5 million).

The payables for “Total Project Financing” (EUR 1,178 million at 31 December 2018) are for:

- EUR 48 million in loans issued to ERG Power S.r.l. for the construction of the CCGT plant;

- EUR 165 million in loans related to the newly acquired ForVei Group companies (solar) and to the subsidiary ISAB
Energy Sovare;

+ EUR 965 million in ioans 1ssued for the construction of wind farms, of which EUR 460 million relating 1o the wind
farms of ERG Wind, net of the positve fair value relative ta the natianal, i e appraximately EUR 48 millicn. With
regard to the ERG Wind acqursition, in accordance with IFRS 3 the financial hability relating to Project F.nancing
was measured at fair value upon purchase price ailocation. Said fair value was lower than the nominal amount, in
consideration of the more advantageous contractual conditions than those proposed by the market at the time of
the acquisiton. The difference between the positive fair value of the liakility and its nominal amount is conseyuenily

rmanaged through the amortised cost methad throughout the duration of the loan.

IFRS 9 1s appiied by the Group for annual reporting periods beginning on or after 1 January 2018. As regards the main
effects on the Group, application of the standard does not allow for the deferment of the economic effects of the
renegotiation of loans on the residual ife of the liability by modifying the effective interest rate of the fiability at that
date: this iInvolves accounting for a profit or an immediate loss at the date of modification of the liability, as an offset
to the reduction of the correspanding debt. The application of the standard has resulted in the reduction of kabiliies
for loans at the transition date {1 January 2018} of EUR 7 million, as an offset to higher opening net assets, net of the
related tax effects.

As a result of the refinancing transactions concluded in the period, net of the reversal effect relating to the refinancing

transacticns performed in previous years, the reduction in tota! debt at 31 December 2018 came to EUR 10 million.
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The breakdown of short-term net financial indebtedness is shown below:

SHORT-TERM INDEBTEDMESS (AND CASH AND CASH EQUIVALENTS)

{EUR mitllon) nvane 31/12/2017
Current bank borrowings c1 01
Current portion of leans and tarrowings - -
Cther current loans and borrowings 11.2 1.7
Curent financial liabilitiey 11.3 18
Cash and cash equivalents (47.9) (16.6)
Securities and other current loan assets (37.7) (66.9)
Current financial assets (85.5) (83.5)
Current Project Financing 146.2 1438
Cash and cash eguivalents (1272.7) (1357)
Project Financing 18.4 8.1
Short-term indabtedness (and cash and cash equivalents) (55.9) @37}

Current financial assets also include guarantee deposits on futures derivatives transactions.

Liability Management

A number of Liability Management transactions were completed in 2018, which help to improve the financial terms
and duration of the Group's debt structure.

Specifically. in June, 5 group companies operating in the solar industry, acquired at the beginning of the year,
arranged early settlernent of the lease agreements relating 10 their assets, “eplacing therr with a corporate loan for
approximately EUR 70 million, significantly improving the overall financial terms Also in June, ERG Eolica Adriatica
S rl refinanced the project financing agreement with a syndicate of Italian and internationat banks for approximaltely
EUR B8 million, and in July, ERG S p.A. refinanced a corporate loan achiewving, in both cases, better financial terms and
duration conditions cormpared ta the previous lcan.

The two transactians form part of the broader Liability Management programme implernented during the year, which
saw the overall renegeliation of arourd EUR 500 million of debt, with a decrease in the annua! weighted average of the
related cost of approximately 1%, the benefits of which have been recorded as from the second quarter of 2018, and

an extension of the current term of the Grouo's financing by around 1 year.
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ALTERNATIVE PERFORMANCE INDICATORS

Definitions

Scme of the APIs used in this document are different from the financial indicators expressly provided for by the 1AS/
IFRS accounting standards adopted by the Group

These alternative indicators are used by the Group in order to facilitate the communicaton of information on its
business performance as well as its net financial indebtedness.

Finally, in order to enhance understanding of the business segments’ performance, the operating results are shown
excluding special income itemms: these resuits are indicated with the term “Adjusted results™

Since the composition of these indicators is not regulated by the applicable accounting reporting standards, the
method used by the Group to determine these indicators may not be consistent with the method used by other

operators and so these might not be fully comparable

Definitions of the APIs used by the Group and a reconciliation with the iterns of the financial statements templates

adopted are as follows:

+ Adjusted revenue is revenue, as indicated in the Financial Staternents, with the exclusion of significant special
incorme components (special items);

- EBITDA is an indicator of aperating performance calculated by adding “Amortisation, deprecration and impairment”
to the net operating profit. EBITDA is explicitly indicated as a subtotal in the financial statemenis,

- Adjusted EBITDA is the gross operating margin, as defined above, with the exclusicn of significant special income

components (special iterns);

Adjusted EBIT is the net operating profit, explicitly indicated as a subtotal in the Financial Statements, with the

exciysion of significant special incorme components (special items);

EBITDA margin is an indicator of the operating performance calculated by comparing the adjusted EBITDA to the

Revenue from sales and services of each individual business segment.

.

the Adjusted 1ax rate is calculated by comparing the adjusted values of 1axes and profit before tax;

.

Adjusted profit attributable to the owners of the parent is the profit attributable to the owners of the parent, with
the exclusion of sigrificant special profit or loss components {special itemns), net of the related tax effects;

- Investments are cbtained from the sum of investments in property, plant and equipment and intangible assets.
Starting frorm the interim Report at 31 March 2018, they also include the carrying armount of the azquisitions of net

assets within the scope of M&A transactions;
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.

Net working capital is the sum of Invertories, Trade Receivables and Trade Payables;

Net invested capltal is the algebraic sum of Non-current Assets, Net Working Capital, Liabilites related to Post-

employment Benefits, Other Assets and Other Liabilities,

Net financial indebtedness s an indicator of financial structure and includes the non-current portion of assets

relating ta derivative instruments,

Financial leverage is calculated by comparing total net financial liabilities {(including Project Financing) to the net

invested capital

The special items include significant atypical ingome items. These include:

income and expenses connected to events whose occurrence is non-recurring, i.e those transactions or events
that do not frequently re-occur over the normal course of business;

income and expenses related to events that are not typical of normal business activities, such as restructuring
and environmental costs;

capital gains and losses linked to the disposal of assets;

significant write-downsg recorded on assets following impairment tests;

income and the associated reversals recognised in application of IFRS 9, in refation to tre rest'ucturing of loans

in place.
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Reconciliation with adjusted operating results

EBITDA Notes 12 months
208 2017
EB[TDA frorm continuing operations 496.8 485.%
Contribution from discontinued operations (Brockaghboy) 1 23 23
EBITDA 500.1 4879
Exciusion of Special items
Thermaaelectric - Hydroelectac
- Reversal of ancilary charges on extraordinary operations (Special Projects) 2 08 03
Reversal of ERG 80 charges 14 ao
Wind
- Reversal of ancillary charges on extrgordinaty operations (Specal Prajects) a9 G?
Reversal of ERG 80 charges 02 [eX1]
Adjusted EBITDA 503.6 488.3
AMDRTISATION, DEPRECIATION AND IMPAIRMENT LOSSES 12 months
2018 2017
Depreciation of « ing aperations (269.2) (246 1)
Contribution from discontinued operations (Srockaghboy} ©7 (13
Amortisation, depreciation and impairment losses (269.9) (247.3)
Exclusion of Specal ltems:

- Specral tems Xy} ag
Adjusted depreciatior and amortigation i (269.9) {247.3)
PROFIT ATTRIBUTABLE TQO THE QWNERS OF THE PARENT 12 months

2018 2017
Profit attributable to the owners of the parent 150.8 136.6
Exclusion of Special items
Exciusion of gain on disposal of the UK equity investment 4 (26 2) 00
Exciusion af ERG 80 Charges 12 Q.a
Exclusion of ancdlary charges on extraordinary operations 15 04
Exciusion of impac! of gan on refinancing IFRS ¢ S {31 cQ
Ad|usted Profit attributable to the owhers of the parent 124.3 137.0
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The results of Beockaghboy, the subsidiary sold on 7 March 2018, are subject to the requirements of IFRS 5.

In this Report, to facilitate understanding of the figures, the results achieved in the period 1 January 2018 1o 7
March 2018 by the assets sold are shown and cormmented on in ordinary operations, in fine with the approach
already adopted in the Directors’ Report in the 2017 Annual Report and with the Interim Finahcial Repart at 30
June 2018.

Ancillary charges relating to other operations of 2 non-recurrent nature and capitalised charges on holdings
managed as ancillary charges on Group consolidated.

Charges related to the ERG Group's 80th anniversary celebrations.

The aforementioned sale of Brockaghboy resulted in the recognition of a capital gain of EUR 26 rmullion, net of the
related tax effects and other ancillary components, which for the purposes of this Report 1s considered a special
itern

The Group renegotiated a number of loans during the year IFRS 9 does not allow for the deferment of the economic
effects of the renegotiation of loans on the residual life of the liability this resufted in a net gain of approximately
EUR 3 million being accounted for in 2018. For the purposes of clearer disclosure of the cost of net financial
indebtedness, it was consicered appropriate to show in the adjusted income statement financial expense related
to the debt service payment, deferring the recognition of benefits of the renegotiation over the remaining term of
the liability and not recegnising them all in one immediate entry at the tirme of the amerdment. The adjustment
commented herein relates pnmarily to the reversal of the aforementioned benef{ net of the effects linked to the

reversal of similar income relating to re-financing operations of previous years
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ERG POWER GENERATION S.P.A.
FINANCIAL STATEMENTS

The separate financial statements of ERG Pawer Generation Sp.A. for the year ended an 31 December 2018 were
drafted in accordance with the National Accounting Standards and with prevailing law governing the drafting of
financial statements, interpreted and added to the accounting standards issued by the National Board of Chartered
Accountants and the ltalian Accounting Body, and take account of the revisions and updates of prevailng Italian

accounting standards.

INCOME STATEMENT

(EUR thousand) 2018 2017
Revenus 675,757 721932
Change in inventaries 2.526 -
Other incorme 8,580 8,207
TOTAL REVEMUE 686,863 73u,139
Purchases {518.064) (507,735)
Change in inventoties 923 2,529
Seraces and gther gperating costs (183,600} (206.219)
Personnel expense {29.547) (27.930)
EBITDA (43,424) (9,216)
Amortisation, depreciation and imparment of non-current assets {1,763) {1.769)
ERIT (45,187) (10,985)
het finantiai income 93,821 82,715
Net gains (losses) an equity investmens {1,574} (200)
OPERATING RESULTS 47,059 71530
Income taxes 13628 6,954
PROFIT FOR THE YEAR 60,687 78,484

Revenue from sales and services

Revenue from sales and services, amounting to EUR €75 8 rillion, mainly comprises revenue of EUR 605,856 thousand
from the sale of electricity, stearmn, gas ard other utilities, essentially to GME, IREN Mercato, ISAB Sr.l and cther
customers in the Pricio industrial district. Revenue from sales includes, in addibion to the sale of electnoity generated by
the CCGT plant owned by ERG Power S|, that of the Italian wing farrns and of ERG Hydro Srl.

Revenue from sales is stated net of the negative agjustrments of hedging transactions carried out during the year.
Revenue from services, equal to EUR 699 million, also includes services rendered ¢ subsidiaries for Operation &
Maintenance and BoP, i e, managéement and maintenance of the wind aerogenerators and substations, for approximately

EUR 33.7 milion
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Revenue from sefvices alsc include operation and maintenance management services under the Operation &
Mainterance service agraement, provided during the period to ERG Power Srl, Priclo ServiziScp A. and ISABSrl
The subject item also includes revenue for technical services and central staff services provided to the subsidiaries The

iten also Includes Energy Management services rendered, predorminantly to third parties and to Terna

Change in inventories of contract work in progress
This itemn reflects the works on the “Repowering & Reblading” project and reflects the costs of engineering, purchase
of the blades and ancillary costs, including internal personnel costs sustained in 2018 by ERG Power Generation

5.p A. for the Repowering & Reblading projects on the plants of a number of wind subsidiaries

Other revenue and income

This tern mainly includes the positive effect of the partial release of the risk provision relating to the Power CGU
- combined cycle plant that emerged in the 2011 impairment test on tre financial staterments of ERG Sp A, and
transferred on 1 July 2014 to ERG Pawer Generation S.p A amounting to EUR 1,163 thousand.

The item alse includes revenue frorm Jao S A, for the sale of the unused transmission capacity and revenue from the
parent cornpany for miscellaneous re-debiting.

Mareover, it includes the positive impact of the collection relating te the Tursi transaction arising from the marger with
former ERG Renew S.p.A , and comprises other minor itemns, including the effect of closure of the accounting items

relating to prier years.

Purchases

Costs for purchases mainly include costs for the purchase of electricity, primanly from GME and from the subsidiaries.
as well as purchases of gas, primarily from Edison and Gazprom Export LLC for the CCGT plant owned by ERG Power
sl

Purchases are stated net of the pasitive adjustments of hedging transacticns carned out during the year.

Costs for purchases include costs for raw materials acquired from third parties and subsidiaries to conduct

maintenance on the wind aerogeneratars on behalf of the subsidiaries.

Services and other operating costs

This item mainly includes the costs far services relating to the telling fee paid to the parent company ERG Power Sr.l.
as part of the tolling consract

The item alse includes transportation costs linked to purchases of electricity and gas, as well as other costs for
SErvices.

The subject costs also include maintenance costs essentially referring to costs for assistance, management and
maintenance services for the wind farms cwned by subsidianes

Lastly, the sterm includes staff services rendered by the company ERG Sp A
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Personnel costs

This item amounts to EUR 29.5 million and reflacts the cost of campany personnet

Amortisation, depreciation and impairment losses
Economic-technical amortisation/depreciation of EUR 1.3 million was allocated during the year for intangible assets

and EUR 0 5 rmullion for progerty, plant and equipment.

Net financial income

The item mainly includes income from equity investments for dividends and for distribution of reserves collected
during the year from its subsidiaries for approximately EUR 56.4 million, from the gain on the sale of Brockaghboy
completed on 7 March 2018 and from interest from subsidiaries (EUR 11.7 million}

This itern also includes financial charges that accrued on the foan taken out with the parent company ERG Sp.A. for

approximately EUR 0.7 rmillion and other minor charges.

Value adjustments to financial assets

This ftem mainly includes the fair value of the derivative instruments open at 31 December 2018, as well as the
changes in fair value achieved during 2018 with regard to the non-hedging financial derivatives.

The iter also includes the write-down generated by potentral charges ansing from the settlement of a dispute with a

develaper of the subsidiary company Troma in liquidation.

Income taxes

Taxes on the net profit for the year amounted to EUR 13 6 mullion.
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STATEMENT OF FINANCIAL POSITION

(EUR thousand) 2018 2017
Nan-current assets 2,106,109 1,860,905
Net working capital 27,800 43,899
Post-employment benefits (3.003) (3.199)
Other assets 71,718 58215
Other liabiliies (11002} (14,844)
Net invested capital 2,191,622 1,944,976
Equity 1,867,026 1,843,675
Medium/Aacng-term net financial indebtedness - -
Short-term net financial irdebtedness 324,596 101,302
Equity and financial debt 2,191,622 1,944,976

The net invested capital amounted to EUR 2,192 million at 37 December 2018.

Nen-current assets

Non-current assets primarily comprise financial assets, mainly consisting of the stakes in the fully-owned
subsidiaries ERG Power S.rl and ERG Hydre Sr.l. and the equity investments in the renewables companies. The
itern also mcludes non-current financial recevables from subsidiaries. Note that the 2017 comparative data on
non-current financial recervabtes ncludes the reclassification of EUR 97,554 thousand recorded in the prior 2017

financia! staternents under tinancial recevatles from subsldiaries.

Net working capital

Net working capita! consists of trade receivables and payables vis-a-vis Group companies and third parties.

Other assets
These consist primarily of recervables due from the tax authcnties and other receivables from Group companies.
The item also includes deferred tax assets, prepaid expenses and cther assets paid as advances for the purpose of

potential development of wind farms abroad.

Qther liabilities
These mainly comprise short-term tax payables, payables t¢ Group companies and ather payables. The tem also

includes the other nrovisions for risks and liabilities,
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FINANCIAL INDEBTEDNESS

(EUR thousand] 31/12/2018 1112/2017
Financial payahles to Group companies 352,210 252850
Financial payables to third parties within 12 montrs 15,517 207
Current financial liabilities 367,727 254,921
Cash and cash equivalents (1.015) (3.210)
Financial recewvables from Group comparies (3.919) (132371}
Other current ioan assets (38.197) (18,038)
Current financial azsets (43,131) (153,619)
Total 324,596 101,302

Net financial indebtedness mainly comprises:

»

-

other financial payables to Group companies, which mainly include the balance of zero balance cash pooling from
subsidiary ERG Hydro S.r), including the interest accrued, for a total of EUR 254 milfion, and the residual amount
manly reflects the balance of zero batance cash pooling from other subsidiaries;

financial payables to third parties, which mainly refer to the payable for acquisition of the investment in Creag
Riabhach wind Farm Ltd. and other minor items;

financal receivables from Group cormpanies, which include receivables for treasury, cash pooiing zero balance and
cash advances in favour of subsidiaries;

other short-term financiaf receivables, which mainly comprise receivables from the ECC - European Commodity
Cleanng, regarding the margin depasit and fair value of contracts stipuiated (futures) for approximately EUR 34.7

milion
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NOTES ON THE OPERATIONS OF THE
MAIN UNCONSOLIDATED SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

In view of the aforementioned entry into the solar business, starting from the first quarter of 2018 ISAB Energy Solare
Sl (1 MW), a company already part of the Group and previously measured using the cost method due to it not being
of a significant size, is fuily consclidated from this Report onwards.

Moreover, following the new acquisition of assets in the UK rnarket, as fram the third quarter of 2018, Ewishagaran
Wind Farm Ltd and Sandy Knowe Wind Farm Lid are aiso fully consolidated. These companies own two already
authorised developmen: projects of 35 MW and 49 MW, respectively, in the United Kingdom and were previously

measured using the caost methad in view of the insignificant dimensions and given that they are not operational.

It should also be noted that the Group holds eguity investments in the following nor-operational subsidiaries:
+ Longhbum wWindFarm Ltd ;
+ ERG Development France S.a.s,

+ ERG UK Holding Ltd.

Parc Eolien de Saint-Loup sur Cher S arl;

+ Parc Eolien du Puits Gergil S.arl;

Parc Eoiien du Plateau de la Perche S.arl,

Parc Eolien des Boules S ar |

Rigghill Wing Farm Limnted (joint venture);

= Creggan Wind Farm Limited as dormant company

Also excluded from the scope of consolidation are the following subsidiaries in liguidation:

- Eolico Traina S.r). it hquidation.
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MANAGEMENT AND COORDINATION
BY ERG S.P.A.

ERG S.p.A. carmes out management and coordination activities with respect to directly and indirectly controlled ftalian
and foreign companies — respecting the manageriat and operational autonomy of these companies, which benefit from
the advantages, synergies and economies of scale denving from inclusion in the Group — represented, in particular, by:
« definition of the business strategies and the corparate governance systems and corporate structure;

+ the determination of general common palicies in the field of human resources, information & communication
technology, accounting, budget, taxation, procurement, finance, investment, risk management, legal and corporate
affairs, communication, institutionai relations, corporate social responsibility and business development.

In particular, the following decisions were made within the scope of management and coordination actiwties on the part

of ERGSpA.

« Board of Directors meeting of 11 January 2018

- paint 1: New transaction in the renewable energy sector in Germany; inherent and conseqguent resalutions.

+ Board of Directors meeting of 6 March 2018:

- point B: Brockaghboy project; inherent and consequent resolutions.

- Board of Directors meeting of 6 April 2018:

- point 1. New transaction in the renewable energy secior in France; inherent and consequent resolutions

* Board of Directors meeting of 19 April 2018

- point 1. New transaction in the renewabile energy sector in France; inherent and consequent resolutions.

+ Board of Directors meeting of 17 May 2018
- peint 3. Quarterly forecast for the annual investments budget;
paint 4: Signing of the closing agreements for the transaction with Impax New Energy Holding Cooperatief W A ;
nherent and consequent resolutions;

- pont 5: Remuneration of the Chairman and Chief Executive Officer

+ Beard of Directors meeting ¢f 13 June 2018:
point 1 Refinancing transaction for subsidiary ERG Eolica Adriatica S.r.( ; inherent and consequent resolutions,

- point 2: New transaction in the renewable energy sector in the UK, inherent and consequent resolutions.
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Board of Directors meeting of 2 August 2018
- point 3 Quarterly forecast for the annual investments budget.

- point 5: Transaction (n the renewable energy sectar in France; inherent and consequent resalutions.

Board of Directors meeting of 30 October 2018
point 1: Transaction in a new renewable energy sector in Poland, inherent and consequent resolutions,

- paint 2: Establishment of new cormpanies in France and the UK: inherent and consequent resolutions.

+ Board of Directors meeting of 12 November 2018:
- point 3: Quarterly forecast for the annual Investrments budget,
- point 4 Capital increase in ERG Eolienne France S.as;

- point 5: Adoption of the new Code of Ethics.

+ Board of Directors meeting of 12 December 2018

- peint 1: New transaction in the renewable energy sector in Italy, inherent and consequent resolutions,

paint 2: Investments budget for 2019;

- point 3: Calendar of meetings of corporate bodies for 2019.
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PRIVACY

The year 2018 saw radical changes to the regulatory structure of Privacy in Europe With the entry into force of

Regulation (EU) 2016/679 - GDPR, all Member States had to adapt by the impilementation date of 25 May 2018

The ERG Group has taken all the necessary measures to ensure campliance with the new Regulation, which has

just entered into force, building first and forermost on internal resources and skills, investing in specialised training

and certifying one of its members of staff as Privacy Manager at the DNV-GL training agency (ihe cantent and final
examinaticn of which are recognised for the AICQ SICEV certification process), which, to date, follows all of the

Group’s Privacy matters

The Group's approach was to focus primarily on the mare substantial aspects of the new regulation, better defined

as Privacy by design (internal Risk Assessrnent, internal policies, etc.) and Privacy by default (defautt data protection

to meet the requirements of the Regulation and to pratect the rights of the persons concerned), not neglecting,
obviously, aiso the formal aspects such as updating documentation (both internai and external to the Group) within
the meaning of the Requlation.

Based on the characteristics of the personal data processed and the risks connected ta the handling therecf that

emerged during the aforesaid phases (Privacy by Design, Privacy by Default), the entire ERG Group needs 1o nitiate a

process that will guarantee compliance with the obligation of training (the so-called Principle of Accountability) of the

Staff involved in the processing of personal data (taking into account specific processing) and demonstrate the will of

the Data Controller to create an appropriate corporate culture as regards the protection of personal data

Training is carried out over 2 modules:

- Basic Training Module, prepared for the entire ERG Group and mainly concerned w'th general data protection
aspects (applicable principles, changes with respect to the Privacy Code pursuant to talian Legislative Decree
196/2003. roles and responsibiities, the sanctioning regime, codes of conduct, violations, data subjects and their
rights, consent and consent management, processing register, etc );

- Customised classroom Trairing Module, aimed at certain people within the Group who handle perscnal data in a
more specific and in-depth manner with respect to the recipients of the previous module, and which mainly deals
with aspects relating to Definiticns, Figures (Roles and Responsibilities), the main actions 1o be carried out and the
operational imphcations (Information, Collection ard management of consent, management violations, Processing
record, management of video survelllance, the processing of the perscnal data of Empiayees, Relations with Third
Party Suppliers, training, management cf evidence, interactions with the DPQ and/or with the control bodies, etc ).

Both courses conclude with a test, ta demanstrate what has been learnt dunng training.

In 2019, a "Quality Assurance” check will be performed by an external company to verify that the Group has adjusted

ta the standards defined by Regulation (EU) 2016/679 - GDPR
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SIGNIFICANT EVENTS AFTER THE
REPORTING PERIOD

Date Sector Significant events

11 January 2019 Solar Acquisition by Soles Montaito GmbH of 78.5% of Parseo
S.r.k. owner of 100% of Andromeda PV Srl. which in turn
maneges two phatovoltaic plants with a total installed
capacrly of 57.4 MW
It was aiso agreed that Soles Montaito GmbH will remain
mincrity sharehclder, on the basis of shareholders’
agreements that will guarantee ERG fult industnal control of
the asset and its iine-by-line cansolidation
The transaction’s closing date was 12 February 2019

15 January 2019 Wind Completion of the commissioning phase for Parc Eolien
France de |a vallée de Torfou {17.6 MW with an estimated average
annual output of 47 GWh), a wind farm forming part of
the 768 MW of assets under corstruction and being
developed by EPURON, acquired last year (see press
release of 6/4/2018), and Parc Eciien Vallée de I'Aa (3.2
MW with an estimated average annual output of 29 Gwhj,
corresponding 10 an overall totai of around 45,000 tennes of
avoided CO, emissions per annum
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BUSINESS OUTLOOK

The expected outlook for the main operating and performance indicators in 2019 is as follows:

Wind

ERG continues its strategy of international development in Wind. As regards abroad, in particular, resuits are expected
to increase thanks to the full contribution of the Melier (8 MW), Torfou (17.6 MW) and Vallée de I'Aa (13.2 MW) wind
farms in France, which entered into operation during 2018, and the planned entry into operation of the Linda wind farm
(21.6 MW) in Germany. As regards italy, EBITDA is expected to decrease slightly, in line with the expectations of the
2018-2022 Business Plan, as a result of the lower incentive price, the value of which is deterrmined on the basis of the
average price of electricity recorded in 2018, as well as the gradual exit from the incentive system of approximately 32
MW in the course of the year and of the loss in 2019 of the 72 MW that exited in 2018

in general, the total EBITDA af the Wind sector is thus expected to increase slightly compared to the previous year.

Solar

In 2019, ERG increased its presence in the Solar sector with the acquisiion of ANDROMEDA (51 MW), further
strengihening its strategy of technological diversificatton In additicn, the considerable size reached (approximately
140 MW), also taking into consideration the acquisition in 2018 of FORVEI (89 MW), will make it possible to extend
and aptimise the Energy Management portfolio and capitalise on industrial expertise in the operational consolidation
of assets.

EBITDA for the full year 2019 is expected to approximately double compared to 2018 (EUR 32 millicn).

Hyd:neleciris

For this asset, results are expected to be lower than thase of 2018, wh ch benefited from significantly higher volumes
compared to historical averages as well as the lower incentive price benefiting approximately 40% of output; the
expected lower volume will be accompanied by steps to optimise Energy Management production on the spot and
dispatching services markets

EBITDA for hydroelectric power is therefare expected to decrease compared to the historic high values recerded in

2018
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Thermoelectric

in 2019, ERG wil comtinue to improve the operational efficiency of the CCGT piant, also following the planned
shut-down in November/December 2018. Despite a less favourable price scenario, as a result of improvernents in
operational efficiency and the Energy Management activiies in the spot and dispatching services markets, EBITDA

is expected t¢ be in line with 2018,

EBITDA in 2019 is therefore expected 1o be within a range of between EUR 485 and 515 million, up compared to 2018
(EUR 491 million) despite a forecast of lower volumes in Hydro, a decreasing incentivised perirneter in the Ltalian Wind
Power sector and the lawer incentive price on incentivised volumes as regards both Wind and Hydra These effects
are more than offset by the contribution of the new Solar Power assets as well as, to a lesser extent, the new overseas
wing farms and operating efficiency and energy manageament.

Capital expenditure in 2019 investments is expecled to be in a range of between EUR 340 and 370 million, down
compared to 2018, during which a number of investments previously expected 1n 2019 were brought forward.

ERG's cash generation wilt keep borrowing largely stable in a range of between EUR 1.36 and 1.44 billion (EUR 1.34
killion in 2018), partially offsetting the investments in the peniod as well as the ardinary distribution of dividends at EUR

Q.75 per share and the payment of financial expenses.

Genoa, 5 March 2019

om behalf of the Board of Directors

The Chief Executive Officer

Pietrg Tittorw
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STATEMENT OF FINANCIAL POSITION /7%

{EUR thousand) Notes 31/12/2018 nny2017

Intangible assets 1 748231 597822
Geodwill 2 148,266 125932
Property, plant and equipment 3 2276953 2,171,306
Equity ilvestments. 4 13.535 20583

~camed at equity 12,518 12,787
- other equily invesiments 617 7896

Other non-current financial assels 5 40,157 39,233
Deferred tax assets [ 115,521 116,625
Other non-current assets 7 40,989 45402
Non-current agsets 3,383,547 3,117,003
Inventones 3 71,622 20,596
Trade receivables 9 251,152 256,090
Other current assets i 117957 74357
Current financal assets 16 37,663 67484
Cash and cash equivalents 15 175654 151,022
Current sssets 604,087 569,549
Asset held for sale 2 - 81,526
TOTAL ASSETS 3,987,734 3,768,077
Share capital 17 100,000 100000
Other reserves 1675633 1.628,/58
Retained earnings 143,351 85,752
Profit for the year 150847 136,592
Equity attributable to the owners of the parent 2,069,811 1,951,102
Non controlling interests _ -
Equity 2,069,871 1,951,102
Employee benelits 12 4,748 51597
Ceferred tax liabilities ] 776,378 250622
Provisions for risks and charges - non current poarhion 13 54,571 46,704
Non-current financiat liabilities 15 1,202,343 1171842
Other non-current liabilities 14 32,117 30,706
Non-current (fabifities 1,570,046 1,508131
Provisions for risk anc charges - current portion 13 38.304 44,809
Trace payabies 14 83926 71,002
Current financial liabiiues 16 157,444 146,135
Other current liabliities 17 48,182 47,743
Currant liabilities 347,856 309,689
Liabslities associatad with assets held for sale 21 - 2,156
TOTAL EQUITY AND LIABILITIES 3,987,734 3,768,077

{13 in the Statement of Financial Positicn at 31 Decemnaer 2017 in acuordance with [FRS 5, the assets and habilities pertaining to the subswdiary Brockaghboy
Windfarm Lid are posted undat iiem "Asset held for sate and iabililies” of assels and liabilities as better descrbed under Note 21 Miscontinued operations

(2} the nates commenting indnadual tems are an iniegqral part of the present financial stalemeanis
(3) the Group adopted IFRS 15 and IFRS 9 for the first e on 1 January 2018 Based on the firs! aaphcation methods chosen. the comparative mformation was

not restaled
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INCOME STATEMENT %%

R T PR P aina

(EUR theusand) Notes 2018 2017

Revenye 27 1,023,792 1,052,437
Cther income 23 18,345 8853
Purchases 24 (326,985) (355,590)
Services and other operating costs™ 25 {177353) (183.533)
Personnel expense 6 (41,009) {36.639)
Gross Operating Income (EBITDA) 496,794 485,538
Amart.sation, deprectation and impairment of ran current assets 27 (265,232) {246,065)
Net Operating Income (EBIT) 227562 239,473
Financiat expense 28 (85,418) (79,597)
Financial income 28 26,024 18,849
Net fi jal Incomae (; }] 28 {59.394) {60,748)
Net gains on equity-accounted investments 29 143 15
QOther net gains (losses) ch equity Investments 29 {551) (1.124)
Gains () ) on equity | 29 (408) (1,005)
PROFIT BEFORE TAXES 167,759 177,720
Income taxes 30 (45.212) | 41752)
PROFIT FRCM CONTINUING GPERATIONS 122,548 135,967
Profit from discontinued operations an 28,433 625
PROFIT FOR THE YEAR 150,980 136,592
Non-controlling interests (133)

PROFIT ATTRIBUTABLE TO THE OWNERS OF THE PARENT 150,847 136,592

(1) i the 2018 ncome statement, in accordance with IFRS 5, the resuits of the company Brockaghboy Windfarm Ltd were posted in profit from
discontinued operations. for additiona! details. piease refer to the section Brockaghboy Sale The 2017 income statemert is repraesented in
accordance with IFRS 5. posting the resLits of the Brockaghboy Windfarm Ltd subs diary in profit frgm discentinued operations Please refer lo
Nate 37 - Profit from discontinued gperations

{2) the nates commenting iIndividual ams are an integral part of the present financial statements

(3) the Group adepted IFRS 15 and IFRS 9 for the first trme on 1 January 2018 Based on the frst application methods chosen, the comparative
informaticn was not restated

{4) the value for 2018 Includes 2 pasitive Impact of approximately EUR 300 thousand relating to the partial reversal of the impact af IFRS 9 on the
trade recevables at 1 January 2018 The Group opted for a retrospective application of the Standard without changes to the comparative data
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STATEMENT OF COMPREHENSIVE INCOME """

{EUR th d) 2018 2017
Profit fot the year 150,847 136,592
Changes that will not be reclassified to profit or [oas
Remeasurernents of defined benefit liability (54 {205)
Incorme laxes referred 10 the acluarial change in Emplayee benefits 13 49
@1 (156)
Changes that will be reclassified to profit or loss
Casn flow Hedge - effective portion of the far value change {16.758) 20,968
Tax effect of - cash flow hedging - effective portion of the fair value change 4022 (5032)
(12,736) 15,935
Foreign operations - Exchange differences from translation {2.788) (1597
Income taxes - Foreign operations - Exchange differences from translaton 530 564
{2,258) 1,033
Other camprehensive income {expense) net of the 1ax effect (15,035) 14,747
Comprehengive income for the year 135812 151,340
Non-controiling interests - -
Comprehensive income attributabla to the awners of tha parent 135,872 151,240

{1} the notes commenting indmgdua’ items are an integral part of the present financial statements

{?) the Group adcptec IFRS 18 and IFRS 9 for the first tme on 1 January 2018 Based on the first application methods chosen, the comparative

inforrmation was not restated



(EUR thousand) 2018 2017
CASH FLOWS FROM QPERATING ACTIVITIES (A)
Profit for the year 150,847 136.592
- Amortisation, depréciation and impairment of non-current assets 27 269.232 247326
- Increase in other provisions for risks and charges 13 6192 10.723
- Qecrease in other o nsks and charges 13 (14.024) (1.504)
- Net change i deferred fax assets and liabiities 6 (11,031) 19,512
- Impairment of cument assets 9 (276) 1,481
- Net capital gain/loss an sale of nan-current assets - -
- Net losses on equity investrnents measured using the equity method 4 (131) 363
- Losses on equity investments B -
- Changes to post-employment benefits 12 (410) (415)
400,399 414077
- Change in other current assets snd liabilities:
Change in inventories 8 {985) (233)
Change in irade receivables 9 22,669 48,646
- Change in trade payables 15 1,138 (51.427)
= Nat change n other assets/habilities 917 (3.718) (2,107)
19,104 (5121)
CASH FLOWS FROM GPERATING ACTIVITIES (A} 419,503 438956
CASH FLOWS FROM INVESTMENT ACTIVITIES (B)
Acquisition of intangibie assets and goodwill 12 (6.193) (1.230)
Acquisition of property, plant and equipment 3 (50,852) (50.294)
Acquisition of equity investiments and other non-current financial agsets 4 (30) (4,763)
Net change in other increases/decreases in non-current assels 13 (506%) 140
Brockaghbgy Windfarm Ltd Sate 105,740 -
Digposals of intangible agsets and goodwill - -
Disposals of property, plant and equipment and related capital gains/iosses - 1.2
Disposals of equity investrments and other non-current financial assets 4.5 10 8a
CASH FLOWS FROM INVFSTMENT ACTIVITIES (B) 43718 156,330)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES (C)
Increase in non-current loans 16 127,933 176,685
Decrease \n non-current loans k- {365,984} (376,788)
Net change in loans te Group companies not conschdated dine by line - (150,213)
Net change In other non-current financial liabilities 16 (47311} (2573}
Net change in current bank lcans anc borrowings - -
Net change in ¢ther surrent firancial assets/tiabilities 16 26,523 (31.764)
Share capital mcreases/repayments - -
Dividends paid to thirg panies 11 (20,000) -
Change i the hedging reserve (12,736} 15935
Other changes In equity A 619 (414}
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES /) 1291.957) (369,167;
TRANSFER/MERGFRS (D - 164,034
CHANGE {N THE CONSOUIDATION SCOPE (E) * {146,623) {11,930)
NET CASH FL.OWS OF THE YEAR (A+B+C+D+E) 24,632 135,509
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 151,022 15513
NFT CASH FLOW OF THE YEAR 24632 135,509
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 175,654 151,022

ratans

) Mg rtermar Snis degilyld €10 the secagn Change i e consohdation scape

1} tre nates commenting mdividual te=s are ar integra part of the gresert financial statements.
) the stateme~t of cash flows also ncludes the overall lows of assets he d for sale and associated haties, detals o whick are prowided i Nole 21

Brcontinued asce

3) *he Group adopted IFRS 15 and IFRS @ for e first fimme on 1 Jaruary 2018 Based on tre brst application metheds choser. (he comparative informat an was no; -astated
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STATEMENT OF CHANGES IN EQUITY "

Share Reserves  Profit (loss) Equity Non- Equity
capital forthe year attributable controlling

to the nterests

owners

of the
(EUR thousand) parent
BALANCE AT 31:12/2016 6,000 1,027,909 41,139 1,075,048 - 1,075,048
Allocation of 2016 profil - 41,135 (41.139) - - -
Distribution of dividends - - - - - -
Change due to merges, Consotidated ERG Renew 54,300 629,941 - 723841 - 72394
Other changes - 713 - 773 - T7a
Profit for 2017 - - 136,562 136592 - 136,592
Remeagurements of gefined benefit hability - (a0} - {160} - (160
Changes in the cash flow hedge reserve - 15835 - 15935 - 15935
Changes in the translatign reserve - (1.028) - {1.028) - {1,028)
Comgrehensive income - 14,747 136,592 151,340 - 151,340
BALANCE AT 31/12/2017 100,000 1,714,510 136,592 1,951,102 - 1,951,102
ISRS § adjustment g 138 bl 3736 3136
Allocation of 2077 profit - 136,552 (136,592) - - -
Transactions with Shareholders:
Distribution of dividends - {20,000) - {20000) - {20.000)
Other charges - (218) - (218} - (219)
Profit for 2018 - - 150989 150,980 (133} 150,847
Nan contralling Interests 2018 profit - - (133) (133) 133 -
Reemeasurements of defined berefit labity - {41) - 41 - {41)
Changes i the cash flow hedge reserve - (12,736} - (12.736) - (12.736)
Chranges in the transtation reserve - (2,258} - (2,258) - (2,258}
Compreheneive Incoma - (15.035) 150,847 135812 - 135812
BALANCE AT 31/12/2018 100,000 1,818,985 150,847 2,069,831 - 2,069,831

1Y please refar o the soctior Standards, amendments snd interpretations applied starting an 1 January 2008
+ P
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

ERG Power Generation S.p.A. is the entty that prepares the financial statements
ERG Power Generation S p A. has its registered office in via De Marini 1, Genoa (WTC Tower)
The conselidated financial staternents cornprise the financial statements of ERG Power Generation S p.A. and of its

subsidiaries (together, "ERG Power Generation” or “the Group®).

THE GROUP
The core business of the ERG Power Generation Group consists of the production of electricity from renewable
sources such as wind, solar, hydroelectric and high-efficiency cogenerative thermoelectric power plants focated

mainly in Italy, France and Germany.

PUBLICATIONDATEOF THECONSOLIDATED FINANCIALSTATEMENTS

Publication of these consolidated financial statements was authorised by the Board of Directars on 5 March 2419,

BASIS OF PREPARATION

The present consolidated financial staternents, expressed in thousands of Euro (functional currency of the parent

company ERG Pawer Generation S.p.A and presentation currency), were prepared.

» without any departures, in accordance with the International Financial Reporting Standards (IFRS) issued by
the Internaticnal Accounting Standards Board (lASB) and endorsed by the European Union, inclusive of all
international standards that have undergone interpretation (International Financial Reperting Standards - IFRS) and
the interpretations issued by the International Financial Reporting Interpretations Commuttee (IFRIC) ard by the
previcus Standing Interpretations Committee {SIC). The set of all reference standards and interpretations indicated
above shall hereafter be defined as "IFRS - EU”

+ on a going concern basis and therefore assurring that the Group will be able to meet the mandatory repayment

conditions of the credit facilities granted by the banks as indicated in Note 36 - Financial instruments

The present financial statements were prepared in accardance with Article 9, paragraph 3 of Legrslative Decree no.

38 of 28 February 2005,
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The present financial statements were audited by the independent auditors KPMG S.p A in accordance with current
Italian regulations.

These are the first consolidated financial statements in which the Group has adopted IFRS 15 - Revenue from
Contracts with Custormers and IFRS 9 - Financial Instruments. The significant changes in the accounting standards

are described in the section Standards, amendments and interpretations applied starting on 1 January 2018,

BASIS OF PRESENTATION

The consclidated financial statements consist of the Statement of financial position, the Incorne Staternent, the
Statement of Comprehensive Incame, the Statement of Cash Flows, the Statement of Changes in Equity and the Notes.
ERG Power Generation presents its incormne statermnent captions by nature, which is deerned more representative than
presenting thern by function, with separate presentation of the profit or loss from discontinued operations The form
chosenis in fact consistent with internal and management reporting procedures

With reference to the Statement of Financial Position, the adopted classification makes a distinction between current
and nor-current assets and liabilities, as alfowed by IAS 1, with separate indication of assets classified as held for sale
and of liabilities included in a group disposal, classified as held for sate. Current assets, which inciude cash and cash
equivalents, are those held to be realised, sold or consumed in the narmal cperating cycle of the Group or in the 12
months after year end; current liabilities are those expected to be settled within the normal operating cycle of the Groug
or inthe 12 months after year end.

The structure of the staternent of cash flows is based on the indirect method, with the indication of the cash flow from

operating activities, investing activities ang financing activities associated with discontinued operations.

MAIN ACCOUNTING POLICIES

Unless otherwise specified, the accounting policies described below were applied consistently all periods included in
the present cansohdated financial statements (with the exception of the first-ime adoption of IFRS 15 and IFRS 9, as
better explained in the section Standards, amendments and interpretations applied starting an 1 January 2018)

Some amounts of the income statement and the Statement of comprehensive inceme presented for comparison
purposes were reclassified or restated as a result of one or more operations classified as discontinued in the current
year (please refer {o the section Standards, amendments and interpretations applied starting on 1 January 2018)
The present financial statements were prepared using the criter-on of measurement at historical cost, with the

exception of the follawing significant items that are measured as indicated below at each reparting date.
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Item Measurement criterion
Derivative financial instrumenits Fair value
Nen-derivative financial ingtruments at FVTPL Fair value

Measurement of assets and liabilities of business combinations atthe  Fair value
acquisition date

Contingent consideration deriving from a business combination Fair value

Discontinued operations Lower value hetween carrying amount
and fair vaiue less costs 1o sell

Equity instruments at FVOCI (2017 available-for-sale financial assets)  Fair value
Liabilities with cash-settled share-based agreements Fair value

The main accounting standards adopted for the preparation of the Consolidated Financial Statements as at and for
the year ended 31 December 2018, which are unchanged from the previous year, with the exceptions set forth in the

secton "Standards, amendments and interpretations applied starting on 1 January 2018 are set out below.

intangible assets

Intangible assets are recorded as assets, pursuant to IAS 38 - Intangible Assets, wherever they are identifiable, it is
prabable that their use will generate future economic benefits, and their cost can be measured reliably.

These assels are measured at ther purchase or production cost, including al ancillary chargas artributable to them,
and are amortised on a straight-line basis over their useful life and decreased for any impairment. Liseful .ves are
reviewed annually and ary changes, where necessary, are applied prospectively.

In general, intangible assets are amortised over a maximum periad of 5 years, with the exception of surface nghts and

authorisations and concessions for the wind farms, which are amortised over the concession term

Considerabians or the amortisable value of concessions for large-scale diversian of water for

hydroelectric use

The current regulations on the transfer of the ownership of assets subject to hydroelectric concessions has recently

been tharoughly amended

On 12 February, Law no. 12 of 11 February 2019, converting, with amendments, the “Simplifications Law Decree”

was published in the Official Gazette of itaiy-General series no. 36 Article 11-quater of this !aw repeals the previous

regulations ang introduces new provisions for the renewal of concessions for large-scale diversion of water for

nydroelectric use.

In particular, the new regulations provide that

+ upon the expiry of concessions for large-scale diversion of water for hydroelectric use or in the event of withdrawal
or surrender, pwrersiup of “wet” works is transferred, without remuneration, to the region, without prejudice fo any
payout to the cutgoing concession holder equal to the non-depreciated amount of any irvestments, insofar as this

is provided for by the cancession contract or otherwise authorised by the grantor;
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- for *dry” works. if deemed reusable by the assignee of the new concession, compensation is paid accerding to
the rules set by Article 25, paragraph 2 et seq., of italian Royal Decree 1775 of 1933 net of the depreriated assels.
Specifically’

- in the case of moveable assets planned for use in the concessicn project, a price Is paid, 1n terms of residual
value, determined on the basis of the data available from "accounting documents ar a professional appraisal®,

- movable assets not used in the concession project should be removed and disposed of by, and at the expense of,
the incoming concession holder;

- inthe case of iImmoveable agsels reused in the concession project, a price is paid, determined on the basis of the
data available from “accounting documents or a professional appraisal®,

- immovable assets not planned for use in the project remmain the property of the entitled party.

The depreciation period of hydroelectric plants is currently commensurate to the economic-technical life of the

individual asset. Management will manitor the regulatory evolution and the related clarifications in order to assess

possible future impacts on the depreciation process.

Business combinations

Business combxnations are accounted for using the acquisition method at the date on which control over the acquired

entity 1s actually obtained. The consideraticn transferred in a business combinaticn is measured at fair value, which is

calculated as the sum of the acquisit.on-date fair valye of the assets trans’erred to the acquirer, the liabilities incurred
by the acquirer to farmer owners of the acquiree and the equity interests issued by the acquirer. The costs related to
the acquisition are recognised as an expense in the periods in which they are incurred

Goodwill is recognised at the date of acquistion of control of an acquiree and is estimated as the excess between:

- the consideration transferred, the amount of any non-controlling interest in the acquiree measured in accordance
with IFRS 3 (fair value of the pro-rata share of net assets related to mingrity interests), in a business combination
achieved n stages, the acquisition-date fair value of the acquirer's previously held equrty interest in the acquires;

+ the net value of the acquisition-datle amaounts of the identifiable assets acquired and the liabilities assumed,

measured at fair vaiue

If the farr value of the net identifiable assets acquired is higher than the consideration transferred, the resuling gain or
loss that emerges, after having checked that the fair value of the identfiable assets acquired and liabilities assumed
is correct, is recognised in profit or toss on the acquisition date. The gainis attnbuted to the acquirer.

in a business combination achieved in stages, the acquirer shail -emeasure its previously held equity interest in the
acquiree at its acquisition-date fair value and recognise the resuiting gam or loss, if any, in profit or loss. If in prior
reporting periods, the acquirer had recogrised changes in the value of its equity interest in the acquiree in profit and
loss, the amount shall be recognised in profit or loss on the same basis as would be required if the acquirer had
disposed directly of the previousty heid equity interest.

If the iritial accounting for & business combination s incomplete by the erd of the reporting period in which the
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business combination occurs, provisional amounts are recognised. Adjustments to the provisional amounts
recognised at the acquisition date are accounted for retrospectively so as to reflect new information obtained about
facts and circumstances that existed at the acquisition date that, if known, would have affected the measurement of
the amounts recognised as of that date. The measurement period may not exceed ane year from the acquisition date.
The contingent consideration is recognised at fair value at the acquisition date. if the contingent consideration that
meets the definition of financial instrument is classified as equity, is not subjected to subsequent assessment and its
subsequent settlement is accounted for in equity. The other potential consideration is measured at fair value at each

reporting closing date and changes in fair value are recognised in the profit or loss far the year.

Goodwill

Goodwill acquired in a business combination is not amertised, but is tested for impairment pursuant to the
procedures pravided for in IAS 36 - impairment of Assets annually, or more frequently if specific events or changes in
circumstances indicate the possibility that there may have been any impairment {"triggering events”).

For the purposes of impairment testing, goodwiil is, from the acquisition date, allocated to groups of cash-generating
units.

If the recoverable amaount of the groups of units to which the goodwill is allocated is less than its carrying amaunt,
an impairment loss is allocated in the following order: first, to reduce the carrying armount of the goadwill, and then to
the other assets of the group of units pro rata on the basis of the carrying amannt nf each asset in the group of units,
If the goodwill has been allocated to a group of cash generating units and the unit is disposed of or transferred,

goodwill is included in the carrying armount of the asset when determining the profit or loss on disposal

Property, plant and equipment

An iterm of property, plant and equipment is measured at cost, inclusive of capitalised financial expenses, net of
curnulated depreciation and impairments.

If an item of property, plant and equipment comprises various parts with different useful lives, these parts are
recognised separately (significant components).

The profit or loss generated by the sale of an item of property, plant and ecuinment is recognised in the profit ar lass
for the year.

Expansion, modermisation and transformation costs and maintenance costs are capita'ised only if they increase the
future economic benefits of the asset to which they refer.

Cyclical maintenance costs are recognised as assets in the statement of financial position as a separate part of the
main asset during the year in which they are incurred and are included in the depreciation process on the basis of their
estimated usefu life

The caost of the item of property, plant and equipment, where the group has a present obligaticn to do so, includes
the costs of its dismantling and removal and site restoration to be incurred when the facil ties are abandoned, which

are provided for in a specific provision. These casts are recognised starting on the date when they can be reliably
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estmated for those assets whaose future dispasal, and the tme when this will happen, is foreseeable

Capitalised costs are allocated to the income statermnent via depreciation.

Depreciation is caiculated on a straight-line basis over the asset's estimated useful life. When the asset consists of
several significant parts having different useful lives, each part is depreciated separately. The depreciabie amount is
the asset’s historical cast less the expected residual value, if material and reliably measurable

Land is not depreciated, even if acquired together with a building Freely transferable assets are depreciated over the
estmated [ife of the asset or the concession term, whichever is shorter

The capital gains allocated to property, plant and equipment as a result of IFRS 3 business combinations are
depreciated over the concession term

The depreciation rates applied are as follows:

%
‘Wind-power generalors 5
industrial and commercial buildings 25-734
Fixed hydraulic works 1
Pressurised pipelines 25
Hydraulie and electrical machinery 33
Automation and control systems 10
Equiprment and machinery 5
Digital control-remote transmission facilities 10
Transport lines g
Lightweight constructions 10
General plants B45-100
CCGT plant * 61
Digital contral and remote transrrigsion faciit es 10
Motor vehicles, furniture and furnishings 838-250
Surface rights and other civil works 3s
Phatovaltaic medules 5
(ther assets / miscellaneous equiprment from 10 to 20

* average rales

impairment of non-financial assets (impairment test)

At teast once a year, the Group measures the recoverable amount of intangible assets other than goodwill and
property, plant and equipment, to determine whether there are indications that they may be impaired (examination of
triggering events) If such an indication exists, the group estirnates the recoverable amount of the asset to determine
the amount of the impairment loss

When it is not possible to estimate the recoverakle amount of an individual asset, the Group estimates the recoverable
value of the cash-generating un't to which the asset belongs

The recoverable amount of an asset is the higher of its fair value less costs to seil, and its value in use. determined as
the present value of expected future cash flows.

Anasset simpared when its carrying amount exceeds its receverable amount. When an impairment loss recognised
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in prior periods for an asset other than goodwill no longer exists or may have decreased, its carrying amount 1s
increased to its recoverable amount which does not exceed the carrying amount that would have been determined

had no impairment loss been recogrised for the asset.

Equity investments carried at equity

Joint venture

Joint ventures are joint arrangements whereby the Group has rights 1o the net assets but not rights 1o the assets
and obligations for the hiabilities (entities over whose assets the Group has joint contral as defined by IFRS 11 - Joint
Arrangements). The consalidated fimancial staternerts include the Group's share of the profit or [oss of the joint
venture, measured using the equity methoed, starting from the date when joint control starts until the time when it
ceases o exist.

If the Group's share of the losses of the joint ventures exceeds the carrying amount of the investment in the
consclidated financial statements, the carrying amount of the investrment is fully impaired and the share of additional

losses is not recognised, except and to the extent to which the Group has an obligation to fund losses.

Associates

These are companies over which the Group exercises significant influence, but not contral or joirt contrel, i.e., the power
to participatein the financial and operating polictes of the associate, as defined by 1AS 28 - Investments in Associates and
Joint Ventures. The censolidated financial statements inciude the Group’s share of the profit or loss of the assaciates,
measured usirig the equity method, starting from the date when significant influence starts until the time when it ceases
to exist Ifthe Group's share of the associate’s losses exceeds the carrying amount of the investment in the consolidated
financial statements, the carrying amount of the nvestment is fully impaired and the share of additional lcsses is not

recogrised, except and to the extent to which the Group has an obligation to fund losses

Financial Instruments

I. Recognition and measurement
Trade receivabies and debt instruments issued are recognised at the time they are originated All other financia!
agsets and habilities are initially recognised on the trading date, i ¢ when the Group becomes a contractual party to
the financial instrument.

Except for trade receivables that do not contain a significant financing component, financiat assets are initially
measured at fair value plus or minus, in the case of financial assets or liabilities not at FVYTPL, transaction costs
directly attributable to the acquisition or to the issue of the financial asset. At initial recognition, the trade receivables
that do not have a significant financing component are meastred at their transaction price
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1. Subsagquent classification and measurement

At intial recognition, a financial asset is classified according to its measurement: amorntised cost: fair value through

other comprehensive income (FVOCI) - debt security, FVOCI - equily instrument, or at fair value through profit or loss

(FVTPL)

The financial assets are not reclassified after their initial recagmition, unless the Group changes its business maodel for

the managerrent of financial assets nthis case, all invoived financial assets are reciassified the first day of the first

year following the change to the business rmodel

A financial agset 1s measured at amortised cost if both of the following conditions are met and 1t is not designated at

FVTPL:

- the financial asset 1s heid within a business model whose aobjective 15 to hold assets in order to collect contractual
cash flows;

« the cantractual terms of the financial asset give rise an specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding

A financial asset 15 measured at FVQCLif botn of the following canditions are met and it s not designated at FVTPL:

- the financial asset is held within a business mode! whose objective is achieved by both collecting contractual cash
flows and selling finarcial assets,

- the contractual terms of the financial asset give rise on specified dates to cash flows that are sclely payments of
principal and interest on the principal amount cutstanding.

At initial recognition of an equity instrurnent not held far trading, the Group can make the urevocabile election to

presemt subsequent changes in fair valye through other comprehensive income This choice is made for each asset

All financial assets not classified as measured at amortised cost or FVOCI, as indicated above, are measured at

FVTPL All financiai derivatives are included At initiai recognition, the Group may irrevocably designate the financal

asset as measured at FVTPL f doing so elirmnates or significantly reduces an accounting mismatch that would

atherwise anse from measuring the financial asset at amortised cost or FYOCI

Financial assets assessment of the business model

The Group assesses the objective of the business model within which the financia! asset is held at portfolio level

because it best reflects the way in which the asset is managed and the infermation camrmunicated 1o corporate

management. This information includes:

- the specified criteria and the objectives of the portfolio and the practical application of said criteria, including, inter
alia, whether the strategy of corporate management is based on obtaiming interest income from the agreement. on
maintaining a determined interest rate prafile, on aligning the duration of the financial assets to that of the related
tiabitities or tne expected cash flows or on the callection of cash flows through the sale of the assets;

- the procedures for measuring portfolia performance and the procedures for communicating performance to the

key management personnel,
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« therigks that impact on the performance of the business model (and of the financial assets held within the business
mode() and the way in which these risks are managed,

- the procedures for remunerating the executives of the company (for example, if remuneration is based on the fair
value of the assets managed or on collected contractual cash flows);

- the frequency, the value and the time frame of the sale of financial assets in previous years, the reasans for the sales

and the expectations for future sates

Transfers of financial assets to third parties within transactions that da not entait derecognition are nct considered
sales for the purposes of the assessment of the business model, in line with the Group’s maintaining these assets in
its financial statements.

Financial assets that meet the definition of financial assets held for trading or whose performance is based on fair

value are measured at FVTPL.

Firancial assets. test to establish whether the cast flows are sotely payments of principal and interest

For the purposes of the test, the ‘principal’ is the far value of the financial asset at inttial recognition, while the “interest’
is the consideration for the time value of maney, for the credit risk associated with principal amount cutstanding during
a particular period of time and for the ather basic tending risks and costs {for example, liquidity risk and administrative
costs). as well as for the profit margin,

In assessing whether contractual cash flows are solely payments of principal and interest, the Group considers the
contractual terms of the instrurment. Therefore, it assesses, inter aha, if the financial asset contains a contractual
clause that modifies the time frame or the amount of the contractual cash flows so as not to meet the following
condition. For the purposes of the test, the Group considers

* contingent events that would rmodify the timing or the amount of the cash flaws;

+ clauses that could adjust the contractual rate of the coupon, inciuding variable rate elements;

* prepayment and extension elerments;

+ clauses that limit the requests for cash flows by the Group from specific assets (for example, elements without

recourse).

The prepayment element is in hne with the criterion of the "cash flows that are solely payments of principal and
interest” when the prepayment amount substantially represents the unpaid arnounts of the principal and the interest
an the principal amount cutstanding, which can include reasonable additional compensation for the early termination
af the contract. Moreover, in the case of a financial asset acquired with a prermium or a significant discount to the
cantractyal pay amount, an element that allows or requires a prepayment equal to an amount that substantially
represents the contractual pay amount plus contractual interest accrued (but not paid) (which may include reasonable
additional compensation for the early termination of the cortract) s recognised in accordance with said critenom if the

fair value of the prepayment element is insignificant at initiaf recognition
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Financial assets subsequent measurement and gains and fosses

Financial assets measured at amortised These assets are subsequently measured at amortised cost using

cost the effective interest method The amortised cost is decreased by
impairment loss Interest income, exchange gains and losses and
impairment losses are recognised in profit or loss for the year as well as
any gains or losses on derecognition

Debt instruments measured at FYOCI These assets are subsequently measured at fair value. Interest income
calculated in accordance with the effective interest method, exchange
gains and losses and imparrment losses are recognised in profit or loss
for the year. Qther net gains and losses are recognised in the Staterment
of comprehensive income At the time aof derecognition, gains cr losses
accurnulated inthe Statement of comprehensive income are reclassified
to prafit or loss for the year.

Equity instruments measured at FVOC! These asseis are subsequently measured at fair value. Dividends are
recognised in profit or loss for the year unless they clearly represent
a recovery of part of the cost of the wnivestment. Other net gains and
Ibsses are recognised in the Statement of comprehensive income and
are never reclassified to profit or loss for the year

Financial assets measured at FVTPL These assets are subsequently measured at fair value. Net gains or
losses, meluding dividends or interest received, are recognised in profit
or loss for the year.

Stapdards applicable prior to 1 January 2018 (first-time adopton of IFRS 9 - additiona! details on first-time
adoption criteria are provided in the secltion Standards, amendments and interpretations apglied starting on 1

January 2018)

Subsequent classification and measurement
The Group classified its own financial assets in one of the following categories.

- loans and receivables;

+

held-to-maturity investments;

+ avalable-for-sale financial assets, and

financial assets at FVTPL and, withir said category’

held for trading;

hedging instruments; or

designated at FVTPL.
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Subsequent measurement and gains and logses

Financial assets measured st FVTPL Measured at fair value and any changes thereof, which also include the
dividends or interest, were recognised in the profit of loss far the year
For information about the derivative financial instruments designated as
hedges, please refer to note 45{(0)(v).

Held-to-maturity investments Measured at amortised cost using the effective interest method.
Loans and receivables Measured at amortised cost using the effective interest method,

Available-for-sale financial assets Measured at fair value and any changes thereof, other than irmpairment
losses, interest income and exchange differences on debt instruments,
were recognised in the Statement of comprehensive income and presented
in the far-value measurement reserve. When a financial asset was
derecognised, the amount of the cumulative loss or gain was reclassified
from equity to profit or loss for the year

Impairment of financiat assets
Standards applicable from 1 January 2018 (first-ime adoption of IFRS 9 - additional detail on first-ume adoption
criteria are provided in the section Standards, amendments and interpretations apphed starting on 1 January

2018)

The Group recagnises loss allowance for the losses expected on the receivables relating to.

+ financial assets measured at amortised cost;

+ debt instruments measured at FVCCI;

- contract assets

The Group measures the loss allowance at an amount equal to the financial asset's lifetime expected credit, with the

exceptions indicated below, for the twelve following months:

- debt instruments with a low credit risk at the reporting date; and

-other debtinstruments and bank current accounts whose credit nisk (i.e. the nisk of default that manifests throughout

the expected life of the financial instrument) did net increase significantly after initial recognition.

The loss allowance of the trade receivables and of the contract assets are also measured at an amount equal to the

financial assets’ lifetime expected credit losses.

When determining whether the credit risk relating te a financial asset has significantlyincreased sinceinitial recognition

in order to estimate the expected credit losses, the Group takes into consideration any reasonable and supportable

infarmation that is available without undue cost or effort. Quantitative and qualitative information is included, as are

analyses, based on the historical experience of the Group. on an assessment of the financial assets and on forward-

looking wnformation

Far the Group, & breach referring to a firancial asset occurs whern.

= itis unlikely that the debtor will fully meet its obligations ta the Group, without any action on the Group's part, such
as the realisation of a guarantee (if present);

+ the financial asset has been due for more than 90 days
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The max:mum period to take into consideration when measuning expected credit losses is the maximum contractual

periad over which the Group is exposed to credit risk.

Measurement of the expected credit losses

Expected credit losses (ECL) are an estimate the probability weighted amount of the credit losses. Credit loases
are the present value of all cash shortfalis (e the difference between all contractual cash flows due to the entity in
accaordance with the contract and the cash flows that the Group expects to receive).

£CLs are discaunted at the financial asset's effective interest rate

Impatred financial assels

At each reporting date, the Group assesses whether financial assets measured at amortised cast and debt securities
at FVOC! are impaired. A financial asset ig ‘impaired’ when one or more events thal have a negative impact on the
estimated future cash flows of the financial asset have occurred

Evidence that the financial asset is impaired includes the observable data relative to the following events

+ significant financial difficuity of the issuer or borrower;

+ abreach of cantract, such as a default or a past due event,

+ the restructunng of a debt or an advance by the Group at condiions that the Group would not atherwise have taken

into consideration,

there is a probability that the debtor will declare bankruptcy or wall call for othet finarial restructuring procedures;

the disappearance of an active market for that financial asset due to financial hardships

Presentatron of the loss allowance in the staterment of financial position
The loss allowance for the finarcial assets measured at amortised cost is deducted from the gross carrying amount
of the assets For debt securities at FVOCI, the ioss allowance 15 allocated to the profit and loss for the year and

recagnised in other comprehensive income.

Write-off

The gross carrying amount of a financial asset is reduced (or written off) to the extent to which there are no real
expectations of recavery. For custamers, the Group individually assesses the time frarme and the amount of the
write-off on the basis of the actual expectation of recovery The Group coes not expect any significant recovery of
the amount written off However, the financial assets written down could stil be subject to enforcement in arder to

comply with the debt collection procedures prescribed by the Group.

Standards applicable prior to 1 January 2018 (first-time adoption of IFRS 9 - additional details on first-time
adoption critenia are provided n the section Standards, amendments and interpretations applied starting on 1

January 2018)
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Non derivative financial instruments
Financial assets not recognised at FVTPL were assessed at every reporting date to determine whether there was any

ahjective evidence that they had been impaired.

The objective evidence that a financial asset was impaired included:
+ nsolvency or failure to pay on the debtor's part;

- restructuring of the debt owed to the Group at conditions that the Group would nat otherwise have considered:

indications of the bankruptcy of the deblor or of the issuer;
+ unfavourable changes in the status of the debtors’ or of the issuers’ payments;

- the disappearance of an active market for the secunty due to financial difficulties,

the presence of observable dats indicating a guantifiable reduction of the cash flows expected from a group of
financial assets

In the case of equity instruments, a significant and prolonged reduction of farr value below cost was considered
objective evidence of impairment.

With regard to Financial assets measured at amortised cost, the Group considered any evidence af impairment of
the financial assets at the individual asset level Al individually significant assets were tested individually, to identify
any impairments.

The imparrment corresponded te the difference between the carrying amount and the present value of the estimated
expected cash flows discounted by the original effective interest rate of the asset Tne impairment loss was
recognised in profit and loss for the year and reflected in a loss allowance. When it was certain that it was not possible
to recaver the asset, the armount considered urrecoverabte was deducted from the related financral asset. If an event
subsequent to the impairment loss entailed the reduction of the loss, the loss was reversed and the effects were
reflected in the profit or loss for the year.

The impairment losses of available for sale finarcial assets were recognised by reclassifying to profit or loss for
the year the amount of the total cumulated loss in the fair reserve value equity This total loss was equal to the
difference between the acquisition cost {net of any repayments of principal and amortisation) and the fair value,
minus any impairment loss previously recognised in profit or loss for the year. If, in a subsequent year, the fair value of
an available for sale debt instrument that had undergone impairment increased and the increase could abjectively be
attributed to an event that occurred after recognition of the impairment loss, then the loss was reversed, recegnising
the effect in the profit or loss for the year. Impairment losses recognised in the profit or loss for the year relatng to

equity instruments classified as available for sale were instead not reversed through orofit or loss for the year

For additicnal details on Impairment Icsses of financial assets, please refer to the mare tharough description in
the section IFRS accounting standards, amendments and interpretations applied starting on 1 January 2018

concerning the effects af the application of IFRS 9
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Cash and cash equivalents

Cash and cash equivalents are presented, according to their nature, at their neminal amount

In accordance with IAS 7 the definition of cash equivalents comprises cash on hand and bank/postai deposits
repayable on demand, together with short-term, highly liquid investrnents that are readily convertible to a known
armount of cash. It also includes short-term investments whase reimbursement value is predetermined at the date of

initial purchase/recognition

Financial liabilities

Financial liabilities are classified as measured at amortised cost or at FVTPL. A financial habilty is classified at FVTPL
when it is held for trading, it represents a derwative or is designated as such at the time of the inihal recogrshion.
Financial liabilities at FVTPL are measured at fair value and any changes, including interest expense, are recognised
in prafit or loss for the year The other financial liabilities are subsequently measured at amortised cost using the
effective interest method Interest expense and exchange gains/(lasses) are recognised in profit or loss for the year,
as well as any gains or losses denving from derecognition.

For additional details on Impairment losses of financial habilities, please refer to the more tharough description
in the section IFRS accaunting standards, amendments and interpretations apphed starting on 1 January 2018

concerning the effects of the application of the new I[FRS 9 accounting standard.

Derecognition of financial assets and liabilities

Financial assets are derecognised when the contractual rights to receive the cash flows fram them expire, when the
contractual rights to receive the cash flows withan a transaction in which substantially all the risks and benefits derving
from ownership of the financial asset are transferred or when the Group does not transfer or retain substantially all
risks and benefits deriving from ownership of the financial assets and does not maintain control of the financial
assets

The Groug is involved in transactions that entail the transfer of assets recognised in its own statement of financial
pasition, but retains all or substantially all risks and benefits deriving from the transferred assets In these cases, the

transferred assets are not derecognised.

The Group derecognises a financial lkability when the obligation specified in the contract is fulfilled or cancelled or it
exprres. The Group derecognises a financial hability even in the case of a change of the related contractual terms and
the cash flows of the maodified liabilty are substantially different. In this case, a new financial liability is recognised at
fair value an the basis of the amended contractual termis.

The difference between the carrying amount of the extinguished financial hability and the price paid (nciuding the

assets not represented by cash transferred or the assumed liabilities) is recognised in profit or lass for the year
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Derivative financial instruments and hedging transactions
Standards applicable from 1 January 2018 (first-time adoption of IFRS 9 - additional details on first-time adoption

criteria are provided in the note Standards, amendments and interpretations applied starting on 1 January 2018)

The Group uses derivative financial instruments to hedge its awn exposure to interest rate risk and price risk.
Ermbedded derivatives are separated from the host contract and recognised separately when the host contract does
not constitute a financial asset and when determined criteria are met.

Derivative financial instruments are initially recognised at their fair value. After initial recognition, derivatives are
measured at fair value and the related changes are usually reported in the profit or loss for the year.

The Group designates sorme derivative financial instruments as hedging instruments to hedge the vanability of the
cash flows relating to highly probable expected transactions deriving from the fluctuation of interest rates and of the
price risk.

At the start of the designated hedging relationship, the Group docurments the risk management objectives and the
strategy in implementing the hedge, as well as the econamic reiationship between the hedged itern and the hedging
instrument and it 1S expected that changes m cash on hand of the hedged element and in the hedging instrument will
mutually offset

When a derivalive financial instrument is designated as an instrument to hedge the exposure to the variability of
cash flows, the effective portion of the farr value gain or loss on the derivative financial instrurment s recognised In
the Statement of comprehensive incorne and presented in the cash flow hedge reserve. The effective part of the fair
value gain or loss on the denivative financial instrument that is recognised in the Statement of cormprehensive incame
is limited to the cumulative change i the fair value of the bedged instrurment (at the present value) from the start of
the hedge. The ineffective portion of the fair value gain or loss on the derivative financial instrument is recognised
immediately in profit or loss for the year

In a hedging relationship, the Group designates as hedging instrurment only the fair value change of the spot element
of the forward contract as a hedging instrument in a cash flow hedg relationship.

I the hedge ceases to meet the critena or the hedging nstrument is sold, terminated or is exercised, accounting for
the hecge ceases prospectively When the cash flaw hedge ceases to be reported, the cumulative gain or loss in the
hedging reserve remains in equity until, in the case of hedge of a transaction that entails the recognition of a non-
financial asset or liability, it is included in the cost of the non-financial asset or liability at initial recognition ar, in the
case of the other cash flow hedges, 1t is rectasstfied in the profit or loss for the year in the same year or in the same
years in which the expected hedged future cash flows have an effect on the profit or loss for the year

if future cash flow hedges are no longer expected, the amount must be reclassified immediately frem the hedging
reserve and from the reserve for hedging costs to profit or loss for the year

When a dervative instrument or a non-derivative financial iability is designated as a hedging instrument within a
hedge of a net investment in a foreign operation, the effective portion, in the case of derivatives, of the fair value

gain cr loss on a derivative instrument or, in the case of a non-derivative item, foreign exchange gains or losses, are



ERG Power Generation %t a #5070 L0

recognised n the Statement of comprehensive ncome and presented in equity within the translation reserve. The
meffective portion is recognised immediately in profit or loss of the year. The arnount recognised in the Statement of
comprehensive income 1s reclassified in profit or loss for the year as a reclassification adjustment on the disposal of

the foreign operation.

With reference to hedge accounting, the Group adopted a new model compliant with the new {FRS 9, applied
prospectively. Based an the new approach, a hedging relationship is effective if and only if it meets the following
requirements:

+ existence of an economic relationship between the hedging instrument and the hedged itern;

+ the credit risk is not dominant with respect to the changes in value;

+ the hedge ratio is the same ane used for risk management purposes, i.e. the hedged quantity of the hedged element

and the quantity of the hedging instrument used to cover the hedged item.

At 1 January 2018, the new effectiveness requirements of all existing hedges were verified with no need for
interruptions.

Lastly, in accordance with {FRS 9, the Group carries out the basis adjustment, reclassifying the effective result of
the hedge to adjust the value at initial recognitior of the hedged itern, in case of cash flow hedges of non-financial
elements

The criterion applied to the comparative information relating to 2017 is similar to that adopted for 2018 However, tor
all cash flow hedges, including those of transactions entailing the recagnition of a nan-financial asset or liabiiity, the
arnounts accurmulated in the hedging reserve were reclassified to profit or loss of the year in the same year or in the

same years in which the hedged expected future cash flows have an effect on profit or loss

Contracts to buy or sell a non-financial item

in general, Contracts to buy or sell a non-financial itermn, which were entered into and continue to be held for collection
or delivery. according to the normal expected purchase, sale or usage requirement, are outside the scope of I1AS 39
{until 31 Decernber 2017) and of IFRS 9 (from 1 January 2018) ("own use exemption”} and hence they are recognised
according to the reference accounting rules

These agreements are recognised as derivatives and, consequently, at fair value through profit or logs only if:

* they can be settled net;

+ they were not entered into Groun's for normal purchase, sale or usage requirements

A contract te buy or self a non-financial item non-financial item is classified as a “normal purchase or saie agreement”
if it was entered intor
- forthe purposes of physical delivery,

+ for the normal purchase, sale or usage requirements of the Group.
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The Group analyses all contracts 10 buy or seli non-financial assets, with particular attertion to forward purchases
or sales of electricity and energy commadities, in order 1o determine whether they should be classified and treated
in accordance with IAS 39 (until 31 December 2017) and with IFRS 9 (from 1 January 2018 anwards) or they were

entered into for "own use exemption”

Standards applicable befare 1 January 2018 (first-time adoption of IFRS 9 - additional detail on first-ime adaption

criteria are provided in the note Standards, amendments and interpretations applied starting on 1 January 2018)

Ordinary shares
The incremental costs that can be directly attributed to the issue of ordinary shares are recognised as equity

decreases. Income taxes related to the costs of a transaction on capital are recognised in accordance with 1AS 12.

Treasury shares

Treasury shares are presented as a reduction In equity.

In case of buy-back of shares recognised in equity, the consideration paid, including the costs that can be directly
attributed ta the trangaction are recognised as reductions in equity The shares thus bought back are classified as
treasLry shares and recognised in the reserve for treasury shares. The corsideration received from the subsequent
sale or re-issue of treasury shares is recognised as an increase in equity. Any positive or negative difference deriving

from the transaction is recognised in the share premium reserve.

Share-based payments transactions

The fair value, at the date of assignment of the incentives recogrised in the share-based equity-settled payments,
granted to employees, is recognised under costs with a corresponding increase in equity, over the period during which
the employees acquire the right to the incentives. The amount recognised as a cost is adjusted to reflect the actual
number of incentives for which the service/vesting conditions are met and non-market results were achieved, so
that the finat amount recognised under costs is based on the number of incentives that meet the afore-rmentioned
conditions at the vesting date In the case of incentives recogrised in the share-based payment, the conditions of
which are not deemed to be met, the fair value at the date of assignment of the share-based payment is designated in
order to reflect said conginons. With reference to the non-vesting conditions, the difference between the assumptions

set forth at the assighment date and the actuat ones will not impact the financial statements.

Inventories
Inventaries, relating to spare parts, are measured at cost, detarmined using the weighted average cost metnod, or

market value (replacement cost), whichever is lower.
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Foreign currency transactions

Foreign currency transactions are converted to the functienal currency of each Group entity at the exchange rate

ruling on the date of the transaction.

Foreign currency monetary assets and liabilities are translated using the closing rate into the functionat currency of

each Group entity. Non-monetary iterns that are measured at historical cost are rmaintained at the exchange rate at

the transaction date except in the case of a persistently unfavourable trend in the exchange rate Exchange differences
ansing on the settlement of itemns at rates different from those at which they were translated at initial recognition and
those relating to monetary iterns at year-end are recagnised in profit of loss under financial income and expenge.

However, the exchange differences deriving from the transiation of the following items are recognised in the Staternent

of comprehensive income:

- equity instruments designated at FVOCI (2017; available for sale equity instruments - not including impairment
losses, in which case the exchange differences recognised in the Statement of comprehensive income were
reclassified to profit or loss);

+ cash flow hedges to the extent to which the hedge is effective.

Exchange differences arnsing on a monetary item that forms part of a reporting entity's net investrment in a foreign

operation are recognised in profit or loss of the separate financia’ staterments of the reporting entity or the individual

financial statements of the foreign operationas appropriate. In the financial statements that include foreign operations,
such exchange differences are recognised initially in the Statement of comprehensive income and reclassified from

equity to profit or loss on the disposal of the net investment.

Other Provisions

ERG Power Generation recognises Other provisions when:

- thereis a present legal or consructive opligation o third parties,

- itis probable that the use of Group resaurces will be required to settle the obligation;

- areliable estimate can be made of the amount of the obligation

Changes in accounting estimates are recognised in profit or loss in the period of the change.

When the effect of the time value of money is material and the dates of settlernent of the obligations can be estimated,
the provision is discounted, using a discount rate that reflects the current market assessments of the time value of
money. The increase in the prevision due to the passage of time is recognised in profit or loss under "Financial income
{expense)”.

When the obligation relates to property, plant and equipment (for example, dismanting and restoration of sites), the
provision 1s recognised as a balancing entry to the asset ta which it refers, and recognition in the income statement
takes place through the depreciation process.

Significant cantingent liabilities, represented by the following, are disclosed in the notes to the financial statements:

- possible {but not prabable) cbligattons ansing from past events, the existence of which will be confirmed only upan

occurrence of one or more uncertain future events not wholly within the group’s control;
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+ present obligations anising from past events the amourt of which cannot be reliably estrmated, or for which it is

probable that settiement wili not be onerous.

Employee benefits

Short-term benefits for employees

Short-term benefits for employees are recognised as a cost at the time the service that gives rise to such benefits
is performed. The Group recogrises a hability for the amount expected to be paid when there is a present, legal or
constructive obligation to make these payments as a consequence of past events and it 1s possible to make a reliable

estimate of the obligation

Defined contribution plans
Contributions 1o be paid to defined contribution plans are recognised as a cost in profit or loss along the period in
which the employees provide their services; contributions paid in advance are recognised as assets to the extent to

which the advances will lead 1o a reduction in future payments or a reimbursement thereof.

Defined benefit plans

The net obligation of the Group deriving from defined benefit plans is calculated separately for each plan by estimating
the amount of the future benefit which the employees have accrued in exchange for the service provided in the
current year and in the previous years; this benefit is discounted and the fair value of any plan assets are subtracted
from the liabilities

The calculation is carred out by an independent actuary using the projected unit credit method. If the calculation
generates a benefit for the Group, the amount of the recognised asset 1s limited to the present value of the economic
benefits availaole in the form of reimbursements from the plan or of reductions of the future contributions of the plan.
To establsh the present value of the economic benefits, the minimum funding requirements apphicable to any plan of
the Group are congidered

Actuarial gains and csses, the returns on plan assets (excluding interest) and the effect of the maximum amount of
the asset (exclucing any interest) that emerge as a resuft of the revaluation of the net liability for defined benefit pians
are recognised immediately in the Statement of comprehensive income. The net interest of the year on the net liability/
(asse) for defined benefits is calculated by applying 1o the net liability/{asset) the discount rate used to discount the
defined benefit obligatior. determined at the start of the year, considering any changes in the net kability/{asset) for
defined benefits that occurred during the year as a result of the contributions coilected ang of the benefits paid Net
interest and the ather costs refating to defined benefit plans are instead recoghised in the profit or loss for the year.
When changes are made to the benefits of a plan or when a plan is curtailed, the portion of the economic benefit
relating 10 past service ar the gain or {0ss deriving from the reduction of the puan are recogrised in profit or loss for

the year when the adjustment or the curtalment occurs.
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until 31 December 2006, post-employment benefits ("TFR") of talian companies were considered as a defined benefit
plan. The rules for the liability were armended by Italian Law no. 296 dated 27 December 2006 (the “2007 Budget Law")
and subsequent dacrees and regulations promulgated in the early maonths of 2007, In light of these amendments, and
in particular with reference to companies with at least 50 employees, the TFR is currently considered a defined benefit
pian solely for the portions vested prior to 1 January 2007 and not yet paid as of the reporting date, whereas after said
date they are deermed akin to a defined contnbution plan  The following is a schematic representation of the cases
pertaining to the classification of the post-employment benefits for IAS 19 purposes on the bagis of the main types of

post-employment benefits in the light of the different regulations in this regard.

Types of Post-employment benefits Personnel emplayed in 2006~ 1AS 19 classification
Post-employrment benefits accrued until >50 employees Defined benefit plan

31 December 2006** <50 employees Defined benefit plan
Post-employment benefits accrued since  >50 employees Befined contribution plan
1 January 2007** <50 employees Defined benefit plan

* for newly established companies, the number taken as a reference relates 1o the first year of activty
=* wthout prejudite to optvons to allocate the post-ernployment benefits T supplemental pensicn pians

Termination benefits
The benefits due to the empioyees for the termination of employrment are recognised 85 a cost when the Group
has committed without possibility of withdrawal to offer said benefits or, if prior, when the Greup recognises the

restructuring costs. Benefits entirely due over twelve rmonths from the reporting dates are discounted.

Public funding

Grants related to assets are nitially recogmsed at fair vaiue as deferred income if there ts a reasonable certainty
that they will be received and that the Group will comply with the cond.tions attaching 1o them and they are then
recognised in profit or loss for the year as other income on a systematic basis throughout the useful Iife of the asset
to which they refer.

Funding that offsets costs incurred by the Group are recognised in profit or loss for the year, on a systemalic basis,
over the periods in which the Group recagnises as expenses the reiated costs for which the grants are intended to

compensate.

Obligations pertaining to Law no. 124/2017 of 4 August 201/

Article 1, paragraph 125 of Lawno 124 of 4 August 2017 introduced the obligation for companies that receive financial
contnibutions from pubhc administrations to publish the amounts received in their Explanatory Notes and in the
Consoiidated financial staterments, if these are drawn up This provision raised a number of interpretation doubts with
regard, among ather things, to the type of disbursement that must be disclosed In this regard, the company noted

the position adopted by Assorvme in Crrcutar Ne. 5 of 22 February 2019, according to which, by adopting a systematic
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interpretation of aforementioned Article 1, paragraph 125, the obligation to publish relates only to d:sbursements of
an “individual® nature Although Assaonime’s position is widely acceptable, pending a more general interpretation of the
law in guestion and given the importance of the possible consequences of non-compliance with the aforementioned
disclosure obligation, the Group has decided to indicate in these financial statemnents the economic contributions
received from public administrations that can be used by all companies and that fall within the general structure of the
reference system defined by the State (such as energy account, energy efficiency certificates, etc.), except for those
belonging to the following categories:

» tax incentives,

« training grarts received from inter-professional funds (such as Fondimpresa), as funds having the associative form

and legal nature of private entities, which are financed by contributions paid by the entities thernselves

In accordance with the provisions of Article 3-quater of italian Law Decree no 135/2018, for any funds recewved,

please refer to the indications contained in the National Register of State Aid under Article 52 of Law no. 234 of 24

December 2012.
of which of which of which
bonsietd Feed-In White Guarantees  °f Which of which
(EUR miltion) ar Premium ' Certificatas "It of Ocigin ™=
wind htaly - 159 158 - 1 - -
Hydroelectric [taly 8b 78 - z ] 1
Thermpelectric italy 25 - 25 - - _
Soiar italy 30 30 - - . _
Total cish] 267 25 2 5 1
1 provider of Energy Services Management {GSE)
2 spid so thrd parues
of which of which of which . .
m‘;ﬁg’"’ Feed-in White Guaramees “L‘rg"ﬁh n:!E";ﬁ
(EUR million} Premium ™' Certificates~" of Origin*"
Wwind italy 176 176 - 1 - -
tydroelectric laly 65 58 : 1 S 0
Thermeelectnc taly 27 - 27 - - -
Solar Italy 3¢ 34 - - - -
Total 103 268 27 2 5 0

1 praviger of Energy Services Maragement [GSE)
Z gold tc third parties

The amounts iIndicated in the abave tabies are also included in the Financial statements of the Group companies in

question
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Leases

Determining whether an agreeiment contains a lease

At the start of an agreement, the Group verifies whether the agreement is of contains a lease.

Atinception of a contract or upon revision thereof, the Group separates the lease payments and the other consideration
provided by the contract, classifying them as payments for the lease and payment for other elements on the basis of
the related fair value. If, in the case of a financial lease, the Group concludes that it is not feasible to divide the lease
payments reliably, an asset ot a liability whase amount is equal to the fair value of the underlying asset Is recogrised.
Subsequently, the lability is reduced as the payments are made and a financial expense 1s recognised on the liability

using Group's incremental barrowing rate.

Leased assets

Leased property. plant and eguipment that transfer to the Group substantially all risks and benefits deriving from
ownership of the asset are classified as financial leases. The assets acquired through leases are initially recogntsed
at the fair value of the leased asset or, if lower, at the present value of the minimum payments due for the lease. After
initial recognition, the asset 1Is measured in accordance with the standard applicable to said asset.

The other leased assets are included among operating leases and they are not recognised in the staternent of firancial

position.

Lease payments

Payments relating to operating leases are recognised as a cost on a straight-line basis over the lease term The
incentives granted to the lessee are recognised as an integral part of the 1otal cost of the lease over the lease term.
The minimum payments due for financial leases are divided between interest expense and reduction of the residual

debt The interest expense is ailocated over the lease in order to obtain a constant interest rate on the residuat liability

Gross operating profit (loss) EBITDA and operating profit {foss) EBIT

Gross operating profit {loss) EBITDA and cperating prafit {{oss) EB! are determined by the operating activities of the
Group that generate continuing revenues and by the other income and costs related to the operating activities. Gross
aperating profit {loss) EBITDA does not include net financial expense, the Group's share of the grofit, income taxes
and depreciation, amortsatian and impairment losses on nan-current assets (intangible assets and praperty, piant
and equipment)

The operating prafit (foss) EBIT 1s equal to the value of the Gross operating profit (loss) EBITOA less amortisation,

depreciation and impairment losses on noh-current assets (intangible assets and property, plant and equioment).

Revenue recognition
The Group adopted IFRS 15 as from 1 January 2018. The section Standards, amendments and interpretations

applied starting an 1 January 2018 describes the effect deriving from the firgt-time acoption of IFRS 15
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The new Standard apphes to all contracts with customers and it is applicable to ali industnal and commercial sectors.

The customer is defined as "a party that has contracted with an entity to obtain goods or services that are an output

of the entity’s ordinary activities in exchange for consideration”.

The most innovative aspect of IFRS 15 pertains 1o the fact that an entity shall recognise the sale of a good or the

performance of a service based on a value that exactly reflects the part of a price attributable to each revenue

component, with reference to the price paid by the customer who expects to receive that good produced or that

service rendered.

The methodolegical approach that should entail this type of recognition comprises five fundamental steps’

1)

2

3)

4)

5)

Identifying the contract with a customer: in general, a contract exists when the agreement reached with a custorner
is such as to generate obligations;

tdentifying the performance obligations in the contract: an entity shall recognise revenue individually for each
good ar service as a separate obligation if these assets or services are distinct from each other. The criteria to
define whether a goed or service can be considered distinct are i) the customer can benefit from the good or
service both individually and in combination with other resources and the goods are available and ii) the good
or service can be separated from other obligations or promises that are not dependent ar connected to other
econtractual elements,

Estimating the transaction price. understood as the armount which the entity expects toTeceive as a result of the
sale of the goods or of the services rendered to customers,

Allocating the transaction price to the contractual obligation{s): the entity allocates the price to each distinct good
or service. This allocation 1s based on the stand-alone selling price the entity wouid apply to each individual good
or service if it were sold separately;

Recogrusing the revenue only when the contractual obligation is fulfilled

As allowed by IFRS 15, no information is provided on the rernaining performance obligations at 31 December 2018

having an criginal expected duration equa!l to or shorter than one year.

The main types of revenue of the Group that generate separate perfermance cobligations are:

1

Revenue from sa'e of commodities

- Sale of electricity on the electricity exchange

- Sale cf electricity to end customers

- Sale of electricity, stearn and other utilities to the operaters of the Priolo site

The agreements stipulated with customers are generally shart-term {Up to ore year) and their price profiles can be
according to the market (spot), fixed or with price formutas onily partially correlated with spet or forward prices
Revenue for incentivising tariffs (feed-in tanff, auctions, feed-in premiums, etc.) on electricity.

Revenue for energy efficiency certificates, for green certificates (foreign companies) and onigin guarantees
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Dividends
Dividends are recognised when, following a shareholders’ reso'ution, the Group's right to receive the payment is

established.

Financial income and expense

The financial incume and expenses of the Group camprise:

interest income;

.

interest expense;

- dividend income,

= net gains or losses deriving from the sale of debt instruments measureg at FVOCK,

- net gains or lasses from financial assets at FVTPL;

+ exchange gains or tosses on financial assets and liabilities;

+ impairment losses on debt securities recognised at the amortised cost or FVOC,

+ income deriving from a busiress combination transaction for the revaluation at fair value of any equity investrment

already held in the acquired company:;

fair value losses on the contingent consideration classified as financial liability;

- ineffectiveness of the hedge recognised in profit or toss for the year

Interest incorne and expenses are recognised in profit or foss for the year on an accrual basfs, using the etlective
interest method. Dividends zre recognised when, following a shareholders’ resolution, the Group's right to receive the
payment Is established.

The ‘effective irterest rate’ i the rale that exactly discounts estimated future payments or collections along the
expected life of the financial asset.

* to the gross carrying amount of the financial asset;

- to the amortised cost of the financiai liability.

when calculating interest income and expense, the effective interest rate is applied to the gross carrying amount of
the asset (when the asset is not impaired) or at the amortised cost of the liability. However, in the case of the financial
assets that became impaired after the initial recognition, the interest incorne is calculated by applying the effective
interest rate to the amortised cost of the financial asset. If the asset is no longer credit-impaired, Interest income 1s

again calculated on a gross basis.

Income 1axes

The tax expense for the year compriges the current deferred tax assets and liabilities recagnised in profit or loss for
the year, with the excepticn of those relating to business cambinatiens or items recogrused directly in equity or in the
Statement of comprehensive income.

The Group determined that the interest and the penalties relating to income taxes, including the accounting treatments
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to be applied to income taxes of an uncertain nature, are recogrised in accordance with |1AS 37 Provisions, Contingent

Liabilities and Contingent Assets because they do not match the definition of income taxes.

Current taxes

Current taxes are accrued based on the estimated tax expense for the year, alsc taking into account the effects
relating to participation of most group companies in the tax consolidation scheme.

The amount of the taxes due cr to be received, determined on the basis of tax rate in force or substantially in force
at the reporting date, also includes the best estimate of any portion 1o be paid or to be received that is subject to
uncertainty factors

Current tax assets and liabilities are offset only when determined criteria are met.

Deferred taxes

Furthermore, pursuant to the accrual basis of accounting, the consolidated financiat statements include deferred tax
assets and liabilities anising from temporary differences deriving from adjustments made to consolidated companies’
financial staterments to comply with the Group's accounting policies, as well as from temporary differences between
the carrying amounts and related tax bases, and on unused tax losses.

Provisions for taxes that may arise from the transfer of undistributed profits of subsidiaries are made only when there
is a real intention to transfer such profits

Deferred tax assets are recognised for tax losses and unused tax credits, as well as for deductible temporary
differences, to the extent to which itis probable that a future taxable profit will be available, with respect to which these
assets can be utilised. Future taxable profits are defined on the basis of the reversal of the related deductibie temporary
differences If the amount of the taxable temporary differences is not sufficient to fully recognise a deferred tax
asset, consideration is given to the future taxable income, adjusted for the reversal of existing temparary differences,
arovided by the business plans of the indivicdual subsidiaries of the Group. The carrying amount of deferred tax assets
is revised on every reporting date and is reduced to the extent to which it is no longer probabie that the related tax
benefit wili be realised These reductions will have 1o be restored when the probability of achieving future taxable
profits increases.

Since different tax consolidation schemes are currently in existence, the recaverability of the temporary differences
and of the tax losses is contextualised within the various expiry dates of the tax consolidation agreements Lastly, with
reference to deferred tax assets related to [talian investees’ tax losses, regulations provide for a quantitative limit to the
utitisation of arnor years' tax losses, 1.e. 80% of the profit produced in the following years The aforesaid quantitative
limit of 80% does not apply for tax losses generated in the first three years from the incorporation of the company,
provided that they refer to a new productive activity.

Deferred taxes are calculated on the basis of the tax rates that are expected to apply 1o the periods in which the
taxable temporary differences wilt reverse

Deferred tax assets and deferred 1ax liabilities are classified under non-current assets and liabilities
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Discontinued operations

A discontinued aperation is a component of the Group whose operations and cash flows are clearly distinguishable
from the rest of Group that:

- represents a separate major line of business or geographical area of operations;

+ s part of asingle coordinated plan 1o dispose of a separate major line of business or geographical area of operations,

- is a subsidiary acquired solely with the intention of reselling it.

An operation is classified as discontinued at the time of sale or when it meets the conditions for classification in the
"held for saie” category, whichever comes first.
When an operation is classified as discontinued, the comparative Incorme statement is redetermined as if the operation

had been discontinued fram the beginning of the comparative period

Available-for-sale assets

Non-current assets or disposal groups comprising assets and hiabilities are classified as held for sale when it is highly
probable that their carrying amount will be recovered principally through a sale transaction rather than through their
continuing use.

The assets or the disposal group are usually measured at the lawer of their carrying armount and fair value less costs
to sell. Any impairment loss on a dispesal group 1s allocated first to goodwill, and then ta the remaining assets and
liabrlity proportionally, with the exception of inventories, financial assets, deferred tax assets, emplayees benetits,
investment property and biclogical assets, which continue to be measured in accardance with other standards.
Impairment losses deriving from the initial classification of ar asset as held for sale or for distriputicn and subsequent
measuremeant differences are recognised in profit or loss for the year.

Once they are classified as available for sale, intangible assets and property, plant and equipment cease to be

amartised and equity investments recagnised at equity are no longer recegnised with that method.

"Emissions rights”

in relation to the regulatory obiligaticns deriving frem CO, ernissions, the Group procures mainly emissions rights
to address its own reguirements during the year ("own-use”). For the purposes of the recognition of the expense
deriving from these regulatory obligations, the Group applies the "net liability approach” According to this accounting
treatrment, certificates received free of charge are recogrised at cast (2ero if they are free of charge) and a fability is
recorded only if the actual emissions exceed the freely assigned certificates. Purchased certificates are recagnised
at the specific cost according 1o the accruals basis f the purchased certificates, net of those assigned free of charge,

exceed those necessary to address reguiatory cbligations, this excess 15 recognised among current assets.
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RELATED PARTIES
Related parties are mainly those that share the sarme parent with ERG Power Generation 3.p A, the companies that
directly or indirectly, thraugh one or more intermediaries, control, are controlled by, or are subjected to joint control by

ERG Power Generaticn S.p.A. and those in which ERG Power Generation S.p.A. has an investrnent.

OPERATING SEGMENTS

Criteria for determining the segments

The Group has the following four operating segments supject 1o disclosure v the directors’ report and In Note
34 - Disclasure by operating segment and geographic areg, as described in detail below, which correspond to
the strategic business segments. These segments provide different products and services and they are managed
separately because they need different technologies and strategies.

The activities of each segment of the Group disclosed herein are summarnsed below-

Wina

ERG 15 active in the generation of electricity from wind sources, with 1,822 MW of installed power at 31 December
2018 ERG is the leading wind power operalor in Italy and one of the top ten in Eurcpe.

The wind farms are mainly cancentrated in Italy (1,093 MW), but with a significant and growing presence abrcad
{723 MW operational), in particular in “rance {307 MW), Germany {216 MW), Poland (82 MW), Remania {70 MW) and
Bulgaria (54 Mw).

Soiar

As from Jahuary 2018, ERG is active in the generation of electricity from solar sources, with an installed capacity of
90 MW, through 31 photovoltaic plants which became coperative between 2010 and 2071 and are located in 8 regions
between the North and the South of [taly

In Jarnuary 2019, ERG further increased its presence in the sector following the acquisition of twe photovoltaic plants,

located n the Lazia region, with an installed capacity of 51.4 Mw.

Hydroeiactric
ERG Is active in the generation of electricity from hydroelectric sources through an integrated portfalio of assets
consisting of 19 plants, 7 dams, 3 reservoirs and one pumping station, lacated 1IN Umbria, Marche and (azio, with a

capacity of 527 MW
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Thermoelectric

ZRG 15 active in the generation of electricity frorn thermaelectric sources through the CCGT "Centrale Nard® plant (480
MW) at the industrial site In Priole Gargallo, Syracuse, Sicily This is 2 high-efficiency cogeneraticn plant (HEC), which
uses combined cycie technology fuelled with ratural gas It came into stream commercially in April 2071Q along with

other ancillary plants for the production of steam and, to a lesser extent, of other utilities.

Operating results are presented and commertied on with reference to the various production technologies, in ine with
the Group's internal performance measurerment methods

The results by ousiness also reflect the energy sales on markets by Group Energy Management, in addition to the
adoption of effective hedges of the generation margin. The above-mentioned hedges include, inter alia, the use of
instruments by the Energy Management departrment to hedge the price risk. In order to give a clearer representation
of the businesses in terms of technology, therefore, the wind and hydroelectric power results include the nedges
entered into in relation to renewabie sources {"RES™) and the thermoelectric results include the hedges on the "spark

spread”

USE OF ESTIMATES - RISKS AND UNCERTAINTIES

Preparatian of financial statements and notes pursuant 10 IFRS requires ERG Power Generation to make estimates
and assumptions that affect the carrying amounts of the assets and liabilities, of the costs and revenue recognised
in the consolidated financial statements and disclosures relating to contingent assets and liabilities. Making these
estimates involves using information avaitable and subjective assumptions.

By their very nature, the estimates and assumptions used may vary from year to year, and therefore, it cannot be
excluded that, in subsequent years, the current carrying amounts may differ as a result of the change in the subjective

assessments used.

The main estimates for which subjective assessments are mare heavily required, in addition to those relating to fair

value measurements, descnioed in the specific section, were formclated, inter afia, for:

- the goodwill impairment test, intangible assets and property, plant and equipment. main assumptions for the
determination of recoverable amounts {impawrment test section) with particuiar reference ta the expected prices
of energy and gas, to the available of renewable resources, to the evolution of the regulatory framework, to the
estimate of the recoverable value of “dry” and “wet” works at the end of the concessions for large-scale diversion of
water for hydroelectric use and to macroeconomic variables such as inflabon and discourt rates;

- the determination of the amoartisabie value of concessions for large-scale diversion of water for hydroelectric use,

- the definition of the useful life of non-current assets and the related amortisation and depreciation {in the section

Property, Plant and Equipment and at the section Intangible assets);
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deferred tax assets, recognised on the basis of the Group's future taxabiiity of prefits as farecast by business plans

as well as of the expected settlernent and renewal of tax consolidation schemes {Note 6 - Taxes),

the estimates for provisions for environmental risks and for liabilities related to legal and fiscal disputes, in particular,

.

the valuation processes are based on cornplex elements that by their nature imply reliance on the Directors’
judgernent, alsa taking into account the elements acquired by external consultants, and involve both determining
the degree of likelihood of the occurrence of conditions that may entad a financial outlay and hence classification
among lizbilites or among contingent liabilities, and quantifying the related armount (Note 13 - Other provisions). In
particular, with reference to the Provision for disposed Businesses, the most camplex e.emants are connecled with
the measurement process and with the measurement procedures related to the risks tied mainiy to events dating
back 1n e and pertaining to envirsnmental, legal and tax rmatters tied ta the divested "Qul* Coastal Refining ard of
integrated Downstream businesses,

the estimate of the revenLe which refers to the thermoelectric business in relation to deterrmination of the far value

of entergy efficiency certificates (Revenue section)

loss allowances, allowances for inventory write-down and impairment of assets (Note 8 - Inventories, Note 9

Trade receivables, Note 13 - Other provisions),

Fair value measurements

Different actounting standards and some disclosure obligations require the Group to measure the fair value of

financial and non-financia) assets and habifities.

In relation 10 the fair value measurement. the Group has 1ts own structure of apprasers, responsible in general for al*

significant fair value measurements, including Level 3 measurements (if present).

Nor-observable input data anc valuation adustments are regularly subjected to reaporaisal. When information

provided by third parties, such as broker quotes or pricing services, is used to determine far value, the team

of appraisers assesses and documents the evidence obtained from third parties to support the fact that such

measurernents comply with the provisions of the IFRS, including the level of far value hierarchy in which the related

measurement has to be classified

The significant aspects relating to the measurement are communicated to the Control and Riek Committee of the

Group.

In measuring the fair value of an asset or a liabiity, the Group uses, insofar as it is possible, observable market

data. Fair values are distnguished in varous hierarchical tevels according 1o the input data used in the measurement

techniques. as illustrated below

- Level 1 quoted prices {Unadjusted) for identical assets or iabdrties in active markets;

+ Leve! 2: inputs other than quoted market prices included in Level 1 that are observable for the asset or liability, either
directly (prices) and indirectly (derived from prices);

- Level 3 input data relating to the asset or liability that are not based on observable market data
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i the Input data used to measure the fair value of an asset or of a liakility belong to the different levels of the fair value
hierarcry, the entire measurement is nserted in the same hierarchy fevel as the lowest level input that 1s significant
for the entire measurement.

The Group recognises the transfers between the various levels of the given fair value hierarchy of the event or of the

change in the circumstances that determined the transfer in which the transfer took place.

Additona! information on the assumptions to determine fair value is provided in the following notes:
+ Note 25 - Services and other aperaling costs and Note 26 - Personnel expense,

» Note 31 - Profit from discontinued operations;

= Note 36 - Financial Instruments;

- Business combinations section

Estirnates and ass.mptions are revised periodically and the effects of any changes are reflected in profit or loss in

the period of the change
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STANDARDS, AMENDMENTS AND INTERPRETATIONS APPLIED
STARTING UN | JANUARY <UiB

IFRS 15 - Revenue from Contracts with Customers

IFRS 15 - Revenue from Contracts with Customers has been applied frorm 1 January 2018, with limited impacts
on the Greup's consoiidated financial statements. In particular, for some contracts ERG Fower Generation has been
identified as an "agent", requiring the netting of certain operating costs, thereby reducing revenue.

IFRS 15 15 applied by the Group on a retroactive basis but with the cumulative effect at the date of first application
{1 January 2018} As such, 2017 information has not been restated, ie has been presented according to [AS 18,145
11 or the relative interpretations,

The following table summarises the effects of the application of IFRS 15 on the individual items affected in the ncome

statemnent of the Group for the consolidated financial statements at 31 December 2018.

in 2018 whithout
2018 Reclassifications ccn:fim::i:;fed
(EUR thougand) of IFR5 15
Revenue 1023792 15,080 1,038,882
Other income 18,349 - 18,349
Yotal ravenus 1,042,141 15,090 1,057,231
Purchases {326,985 - {326,985)
Services and olher operating costs (177.353) [REUT (192,443}
Perscnnel expense (41,009) - (41,009)
Gross Qperating Income (EBITDA) 496,794 - 496,794
:ggg«satmn_ depreciaton and impairmen: of non-current (269.232) _ (269,232)
Operating profit 227,562 - 227,562
Net financisl { ) {59,394) - {59,304)
Gains [k ) on equity ne {408) - {408)
Profit before taxes 167,759 - 167,759
_Income taxes ) R . (45212} - (43.212
Profit from continuing eperstions 12254 - 122548
Profit frgm discontirued aperations 28432 - 28432
Profit for the year 150,980 - 150,980
Non-cantro hng interests (133) - {133)
Prafit attributabie to the awners of the parent 150,847 - 150,847
Total comprehenaive Incame for the year 135,812 - 135,812

Apphcation of the standard has had no significant effects on the staterment of financial position at 31 December 2618
and had no impact on retained earnings and non-controlling interests at 1 January 2018

As described above, the reason for the different gccounting treatment compared to that under 14S 18 s Grass ar
Net presentation (Principai vs Agent), on the basis of wkich ERG Power Generation S p A. qualifies as an agent with

revenue consequently presented at net value to show anly the brokerage margin, if applicable.



132

€ERG Power Generation >~ .1 TIDIET Ty

ERG Power Generation S.p.A supplies electricity to airnited nurmber of customers Revenue for the supply of electricity
largely reflects the component for the sale of the raw matenal, the component for the transport of electricity and the
comporent for the dispatching electricity

For charge-backs to customers for transport and dispatching charges billed by Terna, ERG Power Generation Sp A
assurnes the role of Agent since there are different requirements, e.g. pnmary responsibility for execution of the
agreement falls on the third party, and the entity (ERG Power Generation S.0.A.) does not have any margin in fixing the
prices of the goods or services of the third party.

This change resulted in a decrease in the item "Revenue® of ELR 15 million in 2018 and a decrease in the related
expenditure classified under services (EUR 15 mullion). Application of the standard has no effect on the Group

operating profit (EBITDA)

IFRS 9 - Financial Instruments

IFRS 9 - Financial Instruments has been applied from 1 January 2018. Application of this standard introduced inter
alia new criteria for the classification and measurernent of financial assets and liabilities (together with the assessment
of non-substantral medificauons of financial liabitities), a new hedge accounting madel and, with reference to the
impairment mode!, the new standard provides that credit losses be estimated by applying the expected credit losses
maodel.

IFES S is applied by the Group on a retroactive basis but with the cumulative effect at the date of first application
(1 January 2078). As such, 2017 information has nct been restated, 1.e it has been presented according ta I1AS 39
Wwith the adoption of IFRS 9, the Group has also adopted the changes consequent to |AS 1 Presentation of Financial
Statements according ta which the irmpairment losses of financial assets have to be presented ina distinct itern of the
income statement and of the Statement of comprehensive income

Moreover, the Group adopted the ¢hanges consequent to IFRS 7 Financial Instruments disclosures that will be
applied only to the disclosures for 2018, without affecting the comparative in‘ormation

The following table summarises the effects, net of taxes, of the adoption of IFRS 9 an the opening balances of reserves

and retained earnings.

Effacts of the

adoption of IFRS

9 on the opening
{EUR thousand) balance
Retained earnings
Recognition of the effect of non-substantial modifications to financial habilities 7435
Recognition of expected credit losses in accordance with IFRS 9 (885)
income taxes (1.572)
Effscts at 1 January 2018 4,978

IFRS 9 rnaintains the provisions of 1AS 39 for the classification and measurement of financial liabilities. In contrast, for

financial assets, the new standard eliminates the categories pravided for by 1AS 39, 1. held-to-maturity investments,
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loans and receivables and availabie for saie financial assets.

The adoption of IFRS 9 has no significant effects gn the measurement criteria applied by the Group to financiat
liabilities and financial derivatives.

The effects of IFRS 9 on the classification and measurement of financial assets have already been described in the

section on the Main accounting policies.

The {ollowing table shows the original measurement categones provided for by 1AS 39 and those introduced by IFRS

9 for each type of Group financial asset at 1 January 2018.

" QOriginal carrying New camying
Original classification New clasaification d
) L amount compliant amount compliant
(EUR thousand) compliant with |1AS 39 compliant with IFRS 9 with IAS 39 with IFRS 9
Financial Assets
Fair value Hedging Far value Hedging

Bernivative instruments nstruments nstruments 17210 17.210
Other recewvables Loans and receivables Amortised cast 241 340 241.340
Cash and cash equivalents Leans and receivables Amortsed cost 161.022 151.022
Trade receivables Loans and receivables Amortised cast 256 890 256080
Financial receivables Loars and recevables Armartised cost 33.233 39.233
Equity nvestments Fair vatue FVTPL 10 10
Total financial aggets 704.905 704.905

IFRS @ - Impairment losses on financial assets

IFRS 9 also replaces tre ‘incurred loss' madel under 1AS 39 with an ‘expected credit loss’ model (ECL). The new
impairment mode! &pplies to financial assets measured at amortised cos?, contract assets and debt instruments at
FVOCI, except for equity instrurments. In aecordance with IFRS 9 credit losses are recognised earlier than with 1AS 39

For additiona!l details, please refer to the section "Main accounting policies”

IFRS § - Non-substantial modifications of financial liabilities

On the subject of modifications of financial habilities that do not lead to the derecognition, IAS 39 did not provide for
the recognition of any effects in profit or loss, since these are not a substantigl modification of the financial iabilities.
IFRS 9, instead, does not allow redeterrmination of the effective interest rate in relation to renegotiation modifications
that do not determine the derecogniticn (and the consequent recogniticn of a new liability at fair value) of the
financiat lability: the entity has to recalculate the gross carrying amount of the fnancial asset/liability and recognise
a modification gain or a less in the profit or loss. The grass c¢arrying amount of the financial asset/liability must
be recalculated as the present value of the renegotiated ar changed cash flows that are discounted at the original
effective interest rate of the financial assets (or at the effective interest rate corrected for credit and for the acquired
or originated impaired financial assets).

with the application of IFRS 9, this involves the recognition of a gain or an immediate loss at the date of the modification

of the financial liability, instead of incerporating the changes in future cash flows by modifying the effective interest
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rate of the financial liability and therefore in interest expense accounted for aver the remaining useful hfe of the
financial liability, as required by |AS 39.

During first-time adoption, the effects of the adoption of the new standard in relation to modifications of financial
liabilities that da not lead 1¢ the extinguishment of the criginal financial liability are quantified in a positive amount
equal to EUR 5,651 thousand (reduction of the financial liability for project financing by EUR 7,435 thousand anrd
related tax effect of EUR 1,784 thousand) for 2015, 2016 and 2017, recogrused in equity at 1 January 2018

There have been no other changes due 1o the first-ime adoption of IFRS 9 in relatian tc the classification and

measurerment of financial liabilities.

IFRS 9 - Recagnition of hedging transactions (hedge accounting)

The Group decided to adopt the new general provisions for hedge accounting prescribed by IFRS 9, on the basis of
which the Group must ensure that the hedge accounting relationships are in line with the objectives and its own risk
management strategy and that it applies a more qualitative and forward-iocking method to the measurement.

The Group uses forward agreements to hedge the variability of the cash flows denving from the fluctuation of
commodity prices (mainly electricity and natural gas). The effective part of the far value measurement of hedging
instruments is accurnulated ' the hedging reserve as a separate companent of equity.

Inaccordance with |AS 39, far all cash fiow hedges, the amounts accurmulated in the hedging reserve were reclassified
in profit or loss for the year as reclassification adjustments in the same period in which the hedged expected cash
flows were recognised in the profit or loss. Conversely, according to IFRS 9, for the currency hedges assaciated with
the programmed acquisitions of inventories, the amounts accumulated in the hedging reserve are instead included
directly in the initial cost of the inventories at the time of its recognition IFRS S applies the same metheds to the
accumnulated amounts in the reserve for the costs of the hedge.

For an explanation of the hedge aceounting procedures applied by the Group In accerdance with IFRS 9, please refer
to Note 36 - Financial instruments.

The application of IFRS 9 for the accounting of hedging transactions did not entail any effects on the opening equity.

IFRS 9 - Surmmary of transitional provisions

The changes to the accountirg paolicies deriving from the adoption of IFRS 9 were appiied retroactively with the

exceptions set out below.

« the Group opted for the exernption that allows it not to redetermine the comparative information of the previous
years pertaining to the provisions on classification and measurement (including impairment losses). The differences
between the carrying amounts of financial assets and liabilities deriving from adeoption of IFRS 9 are recognised
among the retained earnings and reserves at 1 January 2018 Thus, in general, the information presented for 2017

does not reflect the prov'sions of IFRS 9, but rather thase of |AS 39;



the following measurements were made on the basis of the facts and the circumstances i place at the date of
first-time adaption.

- definition of the business model in which a financial asset 1s included,

- designation of some eguity instruments not held for trading in the FYOC! category.

when a debt security has low credit nsk at the date of initial application of IFRS 9, the Group considered that the
credit risk of the asset has not increased significantly after the initial recognition.

changes to hedge sccounting provisions were applied prospectively, because the Group has no existing instruments
for which the hedge cost method in refation to the forward points that should have been applied retroactively to the
hedges existing on or after 1 January 2017 is applicable.

all hedges designated in accordance with 1AS 39 at 31 December 2017 met the hedge accounting provisions of

IFRS 9 at 1 January 2018 and, therefore, they represent continuous hedges.

In addition to tFRS 9 and IFRS 15, listed below are the new amendments ard interpretations issued by the 1ASS

applicabie to annual reporting periods, coinciding with the calendar year, beginning on or after 1 January 2018.

Amendments to IFRS 2 "Classification and Measurement of Share-based Payment Transactions”,

Amendments tc IFRS 4 "Applying IFRS 9 Financial Instruments with iFRS 4 Insurance Contracts”,

- Amendments to 1AS 40 "Transfers of Investment Property™;

Amendment to IFRS 1 and FAS 28 "Annual Improvements to IFRSs 2014-2016 Cycle”:

+ {FRIC 22 Foreign Currency Transactions and Advance Consideration

The afore-mentioned amendments and interpretations do not have significant effects for the Group.
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STANDARDS AMENDMENTS AND INTERPRETATICNS ENDORSED

BY THE EURUFEAN UNION, NOT YET MANUATURILY APPLICABLE
AND NOT ADOPTED EARLY BY THE GROUP AT 31 DECEMBER 2018
Below are the new standards or amendments to the standards, appticable for annual periods beginning on or after 1
January 2018 and far which early application is allowed.

Below are the Group's updates to the information provided in the last annual report relating to the standards published

but not yet adopted that could have a significant effect on the consolidated financial statements of the Graup.

IFRS 16 Leases

The Group, which will have to adopt IFRS 16 Leases starting from 1 January 2019, estimated the effects, set forth
below, deriving from the transition to this standard on the consolidated financial statements. It is pointed out that the
actual effects of the adeption of the aforesaid standard at 1 January 2019 could be different because:

+ the Group has not yet completed the checks and the assessment of the controls on its new information systems;
- the new measurement criteria could underga changes until the presentation of the first consclidated financial

statements of the Group of the year that includes the date of first rme adoption

IFRS 16 introduces a single model of accounting for leases in the financial statemments of lessees according to whicn
the lessee is required o recognise a right-of-use asset representing its nght to use the underlying leased asset and
a lease liability representing its obligation to make lease payments. There are exceptions to the application of IFRS
16 for short-term leases and for low value assets The accounting procedures for the lessor remain similar to those
foreseen by the standard currently in force, 1.e. the lessor continues to classify the lease as operating or finance

IFRS 16 replaces the current provisions on leases, including |AS 17 - Leases, IFRIC 4 - Determining Whether an
Arrangement Cantains a Lease, SIC 15 - Operating Leases - Incentives and SiC 7 - Evaluating the Substance of

Transactions Involving the Legal Form of a Lease.

As lessee, the Group will recognise new liatihtes for operating leases of land, warehouses, property, equipment,
substations and vehicle fleet. The nature of the costs relating ta the above-mentioned leases will change because the
Group will depreciate right-of-use assets and nterest expense on lease liabilities.

Previously, the Group recognised costs for operating leases on a straight-line basis over the lease term.

Nao significant impacts are expected for the financial leases of the Group.

On the basis of currently available information, the Group expects to recognise a new liability far leases and higher
Right of use assets amaunting to approximately EUR 60 milhion at 1 January 2C19 related mainly to the Wind business
The Group does not expect that the adeption of IFRS 16 will influence 1ts ability to comply with the debt covenants
pravided in the inan agreements described in Note 19 In addition, no significant impacts are expected in relation ‘o
the impairment losses of non-financial assets as a result of the applicatien of the new standard.

The Group intends to apply IFRS 16 from the date of first acdoption (i.e 1 January 2015) using the modified retrospactive
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approach. Therefore, the cumulative effect of the adaption of IFRS 16 witi be recogmised to adjust the opening balance

at 1 January 2079, without stating the comparative information

In addition to the aforementioned IFRS 16, the following amendments to the standards crtothe interpretations are not

expected to have significant effects on the consolidated financial statements of the Group.

- IFRS 9: Prepayment Features with Negative Compensation, endorsed in March 2018 and applicable to annual
reporting periods beginning on or after 1 January 2019;

+ IFRIC 23 "Uncertainty aver Income Tax Treatments” {applicable since 1 January 2019);

« Amendment (o |AS 28 Long-term interests in Associates and Joint Ventures (applicable since 1 January 2019},

STANDARDS, AMENOMENTS AND INTERPRETATIONS NOT YET

ENDORSED BY THE EUROPEAN UNION

- Amendment tc 1AS 19 Plan Amendment, Curtailment or Settlement {applicable since 1 January 2019);

+ Improvements to IFRS 2015-2017 cycle - amendments to [FRS 3, IFRS 17, 1AS 12 and 1AS 23 (entry into force
1 January 2019),

= IFRS 17 Insurance Contracts (applicable from 1 January 2021);

- Amendment tc References to the Canceptual Framewaork in IFRS Standards;

- Defintion of business (@mendments to IFRS 3 - applicable since 1 January 2020);

* Definition of material (amendments to (AS T and 1AS 8 - applicable since 1 January 2020);

Any impacts of the aforesaid amendments are currently being assessed

BASIS OF CONSOLIDATION

Consolidation scope

Subsidiaries

The Consolidated Financial Statements include the data pertaining to ERG Pawer Generation S.p.A, the Parent, and
the subsidiaries erther directly or indirectly controlled by it. Such control exists when the Group is exposed 1o the
variable returns deriving from its relationship with the entity, or claims rights on such returns, while having the ability
toinfluence thern by exercising its own power on the entity itself. The financial staterments of subsidiaries are included
in the consolidated financial statements from the time the parent company starts exercising contro! Lntl the date
on which control ceases. Subsidiaries are consolidated commencing on the date when the Group actually obtains
contral. In case of loss of control, the Group eiiminates the assets and liabilities of the subsidiary, any third-party
equity investments and the other equity companents relating to the subsidiaries. Any gain or loss deriving from ioss of
cantral is recognised in the prafit or loss for the year. Any equity investment held in the former subsidary is measured

at fair value on the date of loss of contral
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Nan-controlling interests, if there are any, are measured in proportion 16 the refated share of identifiable net assets of
the acquired company at the acquisition date Cnanges to the equity investment of the Group in an investee that do

not entail loss of control are recognised as owner transactions

Equity investments carried at equity - Associates and joint ventures

Associates are entities over whose financial and management policies tne Group exercises sighificant influence, white
joint ventures are a joint arrangement whe-eby the Group has rights to the net assets but not rights to the assets and
assuming obligations far the liabilities.

Associates and joint ventures are measured at equity and mitially recognisec at cast. The cost of the investment
includes transaction costs. The consolidated financial statements comprise the Groug's share of the profits or iosses
of the investees recognised at equity urtii the date on which said significant influence or jeint controf cease

Should the Group's share of tha losses incurred by an associated company/joint venture exceed the carrying amount of
the investment recognised in the statement of inancial position, after fully impairing the carrying amount, a prowvision
15 recogrised for the Group's share of the losses 1o the extent that the Group has legal or consiructive obligations to

cover the losses of the associate or, in any event, to make payments on its behalf or in relation to its scope of activity.

[nvestments in consaolidated companies

The financial statements of subsidiaries used for consolidation purposes were drawn up at 31 December 2018 based
on the sarme accounting policies adopted by the Group and expressed in Euro.

When preparing the consolidated financial statements, the financial statements of the parent and 1ts subsidiaries
are combined line by line by adding together like iterns of assets, liabilines, income and expenses, altributing to non-
controling interests, under separate items af the statement of financial position and income statement, thewr portion
of equity and profit or Igss for the year. The portion of equity attributable to non-controllirg interests is calculated on
the basis of the fair values attriouted to assets and liabilities at the date control was acquired, excluding any goodwill
allccable to them.

The carryirg amount of investments Is eliminated against the corresponding portion of equity of the investees,
attributing to individual assets and liabilities their fair values at the date control was acquired Any residual difference,
if positive, 1s recognised as "Goodwill”, if negative, it 1s recognised 11 profit or loss as prescribed by IFRS 3 (Business

Combnations).

Intragroup transactions

Apglication of the “line-by-line* meth¢d, aimed at eliminating the effects of all intragroup transactions on the statement
of financial position and income statement, results in elimination of receivables and payables amang the companies
included in the consoldation scaope, as well as revenue and costs and profits, if significant, originating from sales of

products and assets.
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Translation of financial stalemerts drawn un in currencies ather than the Euro ie
Forergn operations) and tuncoionai curréncy

ERG Power Generation's consolidated financial statements have been drawn up in Euros, which is the functioral
currency of the Group. The Eurg is also the functional currency of the Parent ERG Power Generation Sp A. and of all
major companies included in the consolidation scope, with the exception of:

= Poiish companies,

+ Homanian companies;

« Bulgarian companies;

» Brtish companies.

The assets and liabilities of foreign operations, including goodwill and adjustments to fair value derving from the
acquisition, are translated into Euro using the closing rates. The revenue and cost of foreign operations are converted
intc Euro using the exchange rate ruling en the transactions date.

Exchange rate differences are recognised in the Statement of comprehensive income and included in the translation
reserva, with the exception of the exchange rate differences that are attributed to non-controlling interests.

Exchange differences arising on a monetary item that forms part of a net investment in a foreign operaticn are
recagnised initially in the Statement of comprehensive income and reclassified from equity to profit of loss in the year
of the disposal of the net investment.

A monatary item for which settlerment 1s neither p anned nor likely to ocour in the foreseeabte future is. in substance, a

part ¢f the net investment in the foreign operation

The exchange rates used for the translatior and the consolidation of financial staterments in currencies other than the

Euro

Exchange rate: forelgn currency / EUR
Currency Statement af Income Statement @
Financial Position (¥

Poland PLN- Zioty 4 301 4262
Remania RON - Romanian Ley 4664 4 654
UK GBP - British Pound 0895 0885
Bulgara BGN - Bulgarian LEV 1960 1980

(") exchange rate al 3% Decerrber 2018
{2] average excharge rate:n20°E
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List of groun nompanies
The following tables show the consolidated companies, those measured using the equity method, and those
measured at cost

List of companies consolidated on a line-by-line basis:

Share

R’mﬁ Ir|\n":"estrm:nt'rec‘l infer:tlmm:m cm" o
ERG Power Generatign Sp A

ERG Hydre S rl GCenoca 100% 100% 50.C00 778,750
ERG Power Srl. Genoa 100% 100% 5,000 186.503
Corri Eclian 5 A Constanta (Romaria) 100% 100% 152.000 47,212
L reag Riabhach Wind Farm Ltg Edindurgh (UK} 100% 100% 4 4
ERG Ealica Acnatica Srl Genoa 100% 100% 10 29,895
ERG Eofica Ararom Sr | Catanzaro 100% 100% 10 4770
ERG Eolica Baslicaty § ri Genoa 100% 100% 38 5,108
ERG Eolica Calabria Srl Catanzaro 100% 100% 10 7z
ERG Eolica Czmpaniz Sp A Genoa 100% 100% 120 66,989
ERG Eolica Faeto S.r| Genoa 100% 100% 10 7,460
ERG Eofica Fossa del Lupo Sl Catanzaro 100% 100% 50 31,386
ERG Eolica Ginestra Sl Genoa 100% T00% 10 (522)
ERG Eotca San Cireg Sl Genoa 100% 100% 3.500 20918
ERG Eotica San Vincenzo S Geroa 100% 100% 3,500 16,429
ERG France S.arl ™ Pans {France) 100% 100% 1415 1743
ERG Germany GmbH 5 & Hamburg (Germany) 100% TQ0% 210 558
ERG Solar Halding 1 §.r.1. Geroa 100% Q0% 2a 20,707
ERG Eclica Tirrena S| Camporeate 100% 100% 10 30
ERG Eofienhe France S.a.3.M Pans (France) 100% 100% 21625 25998
ERG Wind 105 Gmbi Leisnig (Gerrmary) 100% 100% 1 (527}
ERG Wind Bulgaria S p.A Genoa 100% 100% 50 26447
ERG Wind France 1 5.a.5. Paris (France) 100% 100% 1087 1,698
ERG Wind French Holdings 5.a.x. Parns (France) 100% 10C% 1410 {504}
ERG Wind Investments Ltd. Gioraltar 100% 10C% 1129463 114,155
ERG wWing Neurte GmbH » Hamburg {Germany) 100% 100% 25 94
ERG Wind Puerk Betwiligungs GmbH ~ Hamburg [Germany) 100% 10C% 25 545
ERG Wing RE 8eteiligungs GrrbH ® Hamburg {Germany) 100% 10C% 25 18
PEvishagaran Windfamm Lid ™ = Belfast {UK) 100% 100% - 24
EWOMsta2 2 00. Warsaw (Poland) 100% 100% 164,683 136150
Green Vican Sl Camporeale 100% 190% 19 21.734
I1SAB Fnergy Solare $ i Genga 100% 100% 190 (118}
:*Sandy Knowe Wind Farm Ltd Seebeck House (UK} 100% 100% - (64}
WP France 6 Sas. Puteaux (France) 100% 1Q0% ] (42}

(1) data refernng to the latest appraved financial statements
{2) data expressed in thousands af eyros with the exception of the companies Corni Eoliar S A, expressed in thousands of RON, anc EW Orneta 2
SP Z 00 in thousands of Zloty and Creag Riabhach Wind Farm Ltd in thousands of pounds
‘(3) ERG Power Generation S p A, holding 100% of the shares of Creag Ralhach Wind Farm Ltd, Evisharagan Wind Farm Ltd and Sandy Knowe Wind
Farm Ltd opted not to audit the financial statements at 31 December 2018 of the aforesaid company in accordance with Section 4794 of the UK
Companies Act 2006
{4} CSO Energy S.ar| changed its name tc ERG France $ ar |
{5) €80 Erergy GribH changed its name to ERG Germany Gk
{6) in Decermber 2018, the company transferred its registered office fram Leisnig to Hamburg
@ :‘-;amng ;rom 30 November 2018, the share capital of ERG Eclierne France 5.a 5 was increased from EUR 21625 thousand to EUR 61,143
ousan
1{8) on 25 October 2018, ERG UK Holding Ltd changed ts name to Evishagaran Wind Farm Ltd
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Folree " ivestment  imemmem  Capat  FRDY
ERG Solar Helding §ri 1
ERG Solar Molding S.rl. Genea 100% 100% 20 29157
ERG Solar Piernonte 1 S.ri {Genca 100% 100% 10 2029
ERG Solar Piemoante 25 r.l. Genoa 100% 100% 10 gt
ERG Sclar P-emonie 3 5r| Geroa 100% 100% 10 2,486
ERG Solar Premonte 4 Sri. Genga 100% 100% 10 412
ERG Salar Plemonte S 5.rl Genoa 100% 100% 10 2,161
E£RG Salar Holding Srl.
Calabna Solar Srl Milan 100% 100% 10 g
ERG Sclar Campania S.rl Genoa 100% 100% 100 2.322
ERG Solar Marche 181, Genoa 100% 100% 19 532
ERG Solar Marche 28 Genoa 100% 100% 1a am
ERG Sofar Pugha 1 Sri Genoa 140% 100% 50 1,788
ERG Sclar Puglia 2 Sri Geroa 100% 100% 100 a
ERG Salar Pughia 3 S.rt Geroa 100% 100% 110 784
ERG Soiar SiciliaSrl Genoa 160% 100% 1.000 1,737
Helaspower Srl Palerma 100% 100% 59 3,529
Longsano Sefar Sl Mian 100% 100% 708 1.351
SROS &L Milan 100% 100% 25 628
ERG Eoilenne France S a s
Ecliennes du Vent Solare Sa s Pang [Frarce) 100% 100% 37 (4,498}
Parc Eolen ge Lthus S.a.5. Pans [France) 100% 100% 1114 (96}
Parc Eglien de Hetomesnil S.as Par:s (France) 100% T00% 1114 397
Parc Eqlen de la Bruyére Sas Parnis fFrance) 100% 100% 1.060 8328
farc bolen du Correau Sa s Par s (France) 10U% USY% B61 2470
Parc Eolien tes Mardeaux S.a s, Pans (France) 100% 100% 1,097 {716}
Epuron Energies Renouvelabies £.2.3. vincennes (France) 100% 100% 500 3262
Parc Eglien de la valleé de Torfou S arl. Vincennes (France) 100% 100% 8 (94)
Parc Eolien du Melier S.ar | Vircennes (France} 100% 100% a (283}
Parc Eolienne de la Vo.e Sacree Sa.5 Epinal [France) 100% 100% 74 3320
Par¢ Eolienne dEperse S a s. Epinal {France) 100% 100% 802 1,060
WP France 10 Sas Paris (France) 100% 13C% 6 (10}
Epuron Energies Renouvelables Sa s
EpuronSas Vincennes (France) 100% 100% 100 (280)
Caen Rerewables Fenergy Sas Vircenres (France) 100% 100% 37 (634)
Eianr\coggnlweensd,:rl‘!a Charente Vincennes {France) 100% 100% 8 )
Parc Eclien de la Boerne S.arl. vingcennes (France) 100% 106% 8 3
Parc Eolien du Moulin du Bois Sarl vincennes (France) 100% 100% 8 {4
Pare Eotien des Bouchats S ark. vincennes {France) 100% 100% 8 4
I':;agl:oizﬂgﬁsﬁ famt Maurioe vincennes {France) 100% 10C% 8 3
Parc Eohen du Pays a Part Sarl vincennes {(Frarce) 100% 100% g 3
Pare Eolien de Saunt Sulpice S arli Vincennes (France) 100% 100% g 6
Parc Eowen du Plateaux de lAjoux S.ar)! Vincennes (France) 100% 10C% 8 6
gggi?gilds%:r}re"es et Venls vincennes (France) 100% 100% B 6
Farc Eolien de Porspoder S ar). Vinceanes {France) 100% 100% 8 &

(1) cata refernng to the |atest approved financial statements

{?} data expressed in thousands of euros
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Regl;lt:ered invI:'srtemdcm iﬂ\?er:::m c%?g" E“!‘tg.’
ERG wind 105 GmbH
Parc Eollen de StRiquier 35as Pans {Frarce) 100% 100% 37 (798}
Parc Egfien de St Riqurer4 5a s, Pans (France) 100% 100% 37 (882)
ERG Wind Bulgaria 5.p.A
Globo Energy EQOD Sofia (Bulgar.a) 100% 100% 4379 5965
K&S Energy EOOD Sofia (Bulga- a) 100% 100% 3,179 3465
K&S Energy 1 EQOD Sofia (Bulgar a) 100% 100% 3023 4437
K&S Energy 2 FOOD Sofia (Rulgana) 100% 100% 30571 4410
Mark 1 EQOD Sofia (Bulgana) 100% 100% 4113 5883
Mark 2 EQDD Sofia (Bulgana) 100% 100% 4113 5478
vG-1 EQOD Sofia (Bulgana) 100% 100% 1,520 2237
VG-2 EQOD Soha (Bulganay 100% 100% 1034 4,286
VG-3 EQQD Sofia (Bulgana) 100% 100% 3057 4224
VG-4 ECOD Sofia (Bulgaria) 100% 100% 2955 5270
VG-5 EQQD Sofia (Bulgana) 100% 100% 3,059 4073
VG-6 EQOD Sofia (Bulgaria) 100% 100% 3023 3964
wind Park Kavana East ECOD Safia (Buigaria) 100% 100% 508 3,578
Wind Park Kavana West EDOD Sofia (Buigaria) 100% 100% 175 3,719
WP Bulgaria 4 EQUD Sofia (Bulgaria) 100% 100% 2,157 3.029
ERG Wind France 1 S.a.s
ERG Wind France 2 S.ar| Paris (France) 100% 100% 1 41)
Cepe Pays De Montbeliard Snc Pans (France) 100% 100% 355 (3,024)
Cepe de Murat Sn.c Parts (France) 100% 100% 444 5310
Cepe de Saint Florentin Sn.c. Paris (France) 100% 100% 251 (4172}
Farme Eolienne de Teterchen S.a.s Paris {France) 100% 10C% 100 2,738
FParc Eolien du Bois de [Arche S a s Pans (France) 100% 10C% 100 4357
Parc Eolien du Bois de Bigot S.a.s Paris {France) 100% 10C% a0 2,351
ERG Wind French Holdings $.a.s.
Parz Ealien de la Chaude Valiee S.ar|. Paris (France) 100% 100% 8 (790)
Parc Ealten de Marvilers S.art. Pans (France) 100% 100% B (639)
Farr Eoben de Garcelles-Sacqueville S a s. Paris (France) 100% 100% 37 (325)
Parc Eolien du Patis Sa.s. Paris (France} 100% 100% 1,164 1,283
Parc Eolien Hauts Maulins Paris (France) 100% 100% 15 (2,266)
Parc Eolen Moulins des Camps Paris (France) 100% 100% 15 (2.013)
Parc Ealien de St Riguer 1 Sas Pans (France} 100% 100% 37 (1.724)
g.eai: S‘.S{)olﬁf:g:izxploitalion du Par: fohen Paris (France) 100% 100% 505 (13)
Parc Eolien de Oyre Sa-nt Sauveur Paris (France) 100% 100% 37 (1.153)
io;gés‘e}lg%p;ogauon du Pare Eolien Paris fFrance) 100% 100% 37 (1.218)
ERG Wind Investments Ltd
ERG Wind Holdings (Italy) S.1.1. Genoa 100% 100% 212 487,341
ERG Wind ME! 2-14-1 Ltd. London (UK) 100% 100% - (4,042)
ERG Wind ME| 2-14-2 Lid. London (UK) 100% 100% - (531)

{1) data referring LD the latest approvesd financial staternents

{2) data expressed in thousands of eurgs
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Registered Direct  Group's 5’:;;:, Equity
office investrnent investment hen e

ERG Wind Haldings (!taly) S.r!
ERG Wind 4 5. Genoa 100% 100% 6,633 52,744
ERG wind Energy Sl Genca 100% 100% 1000 44,084
£RG Wind Leasing 4 Sri Genga 100% 160% 10 295
ERG Wind Sardegna Sr) Genoa 100% 100% 77 45,076
ERG Wind Sicila 6 S.ri Genoa 100% 100% 77 40,793
ERG Wind Sardegna Srl
ERG Wing Sicita 2S5 1. Genoa 00% 100% 77 36,403
ERG wind Sicihia 4 5r3 Genoa 100% 100% 77 11,023
ERG Wind Sicitia 551t Genoa 100% 100% 77 16,543
ERG Wind 20008 -1 Genoa 500% 100% 77 22,515
ERG Wind Sicilia 6 5.rf
ERG Wind 6 Srl. Genoa 100% 106% 7 40815
ERG Wind Sicika 3 5.r) Genoa 100% 100% 77 29,259
ERG Wind MEI 2-14-1 Ltd
ERG Wing M4EG 1 LLP B! Londan {UK) 80% 100% 33,168 42,769
ERG Wind MEG 2 LLP@ London {UK) B0% 100% 28010 33,260
ERG wind MEG 3 LLP™ Lordon (UK} 80% 100% 33,585 39,068
ERG Wind MEG 4 LLP'* Lardon (UK} 80% 100% 29,721 35648
ERG Wind Park Betalligungs GmbH
ERG Wind 117 GmbH B Cc KG Leismg {Gerrmany} 100% 100% 1 (585)
Voitwerk £nerqy Park 8 GmbH & Co KG Leismig [Germany} 100% 100% 1 {1.966)
Voltwerk Windpark Worbzig UmbH & Co KG Leisnig (Gormany) 1613, 100% - 884
Volwerk Windpark Beesenstedt GrrbH & Leisig (Germanty) 100% 100% - 1873
windpark Cottbuser Halde GmbH & Co KG Leisnig (Germany) 100% 100% 5 {6,034)
Windpark Achmer Vinte GmbH & Co KG Leismg (Germany) 10% 100% 7,500 {2.247)
ERG Wind Dobberkau GmbH & Co KG Leisrug (Germany) 100% 100% S (2,111
ERG Wind Herrnersberg GmbH & Co KG Lersnig (Gecmany) 100% 100% 1 {664)
ERG Wind Oher Kastenz GmbH & Co. KG Leisnig (Germany) 100% 100% 1 {1.573)
ERG Wind WB GmbH & Co KG Leisnig (Germany) 100% 100% - (1,209}
ERG Wind Welchweler GmbH & Ce KG Lessnig {Bermany} 100% 100% 5 (1,479)
ERG Wird Weseberg GmbH & Co KG Letsnig (Germany} 100% 100% - 1,078
Windpark Linda GmbH & Co KG Kassel {Germany) _100% 100% Q 8
EW Orneta2 200
Blachy Pruszynsky-Energy SR Z 0.0 Warsaw (Poland) 1C0% 100% 53.001 40,400
Hydre Inwestycie SP. Z.00 Warsaw {Poland) 1C0% T00% 40,004 32412

(") data refernng to the iatest approved finanoal statements

(2) data expressed m thousands of euras with the exceptior of the compames Blachy Pruszyrsky-Energy SP 2.0 0 and Hydro Inwestyie S8R 200,
whose data 15 expressed n theusands of Zioty

{3} the remaimrig 20% is held by ERG Ywnd ME' 2+14-2
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List of equity investments measu-ed us ~athe 2qu’. Tethod:

. 5 Share Carrying
Registered Direct Group's Equity
Company office investrent investment Cﬂ?,',‘," e 31’_""{‘;;3
ERG Power S.r.l.
Prialo Servizi S.C.p.A 2 Melilh 23.7% 237% 28100 54,064 12,918
Associates 12918

(1) data referred 1G the accounting reccrds at 31 Decernber 2018 prapared for the purposes of measurement at equity
(2) data expressed in thousands of euros
(3} the conzortium company 1s subject to jaint contral with ISAB S rl and the ather sharahclaers of the Versalis S p A Group and Syndial

List of companies recoghised at cost

. , Share . Carrying
Direct Group's - Equity

Company Registered office Capital Ry amount

o investment investment @ 31.12.2018
ERG Power Generation S.p.A.
Creggan Wird Farm Limited & Seebeck House (UK} 100% 100% - - -
Eolico Traina Srl in liquidation Palermo 99% 99% 20 232 25
ERG UK Holding Ltd 4 Edinburgh (UK) 100% 100% nd. nd -
Longburn Wind Farm Ltd Seebeck House (UK) 100% 100% [ - 313
Subsidiaries 338
ERG Eclienne France S.a.5.
Parc Lonen as Sant-Loup Vincennes (Francia) 100% 100% nd nd 8
Parc Eolien du Puits Gergil S.ar.| Vincennes {Francia) 100% 100% nd nd. 8

i ol I .

Parc Eolen du Plateau de Vincennes {Francia) 100% 100% n nd. 8
Parc Eglien des Boules S.ar| Vincennes (Francia) 100% 100% ng. nd a8
ERG Deveiopment France Sa s Parigi 100% _ 1ok nd. n.d. 10
Subsidiaries 40
ERG Power Generation 5.p.A.
Rigghill Wind Farm Limited Seebeck House (UK, 50% 50% - - 236
Joint ventures 236
TOTAL 414

(
(2
(3
(a
¢

1) data referring tq the fatest approved firancial statements
) data expressed in thaysands of euros

) in waw af the deficit of ERG Petrolecs, a provision for nisks on equity investments of anproximately EUR & milion has been s=t up
) British company established on 10 Cecernber 2018
5) ERG Power Generation S p A . halding 100% of the shares of ERG UK Halding Ltd. opted not to audit the financial statements at 31 December

2018 of the aferesaid company in agcorcance with Section 479A of the UK Cormpanies Act 2006

The subsidiares recognised at cost are not consolidated [ine-by-line because their size is not significant or they are

not yet operational.
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The main transactions carried out nvaiving the Group's euvrty investriznts are summarised below.

Qn 12 January 2018, ERG Power Generation S.p A., completed the acquisition of 30 phatovoltaic plants, entered into
operation petween 2010 and 2011 and iocated in B regions between the North and the South of italy, with an installed
capacity of 83 MW and an annual output of approximately 136 GWh.

For more getails, please refer to the comments provided n the Change to the consalidation scope

On 12 Jangary 2018, ERG Power Generatian, through its subsidiary ERG Windpark Beteiigungs GmbiH, signed an
agreement with the Vortex Energy graup for tha acquisition af 100% of Windgark Linda GmbH & Co. KG, a company
that holds the permits for the construction of a wind farm in Gemany with 21.6 MW of power and an estimated
production speed of approximately 50 GWh per annum, equal to approximatety 39 kt of avaided CQ, ermissions. For

more detajis, please refer to the comments provided in the Change tg the consolidation scape.

On 7 March 2018, following the sale process started at the end of 2017, ERG Power Generation S.p.A. sold tc the
Greencoat UK wWind PLC fund, quated on the London Stock Exchange and specialised in imvestment in renewables,
100% of ts subsidary Brockaghbay Windfarm Ltd. ("'BWF"), a UK company which owns the 47.5 MW wind farm
budt in Caunty Londanderry, Northern irefand. by ERG and TC! Renewables Ltd For more details, please refer to the

comments provided in the Change to the consolidation scape

Qn 21 March 2018, following the non-controlling investar's waiving of the right of first option, ERG Power Generation,
via its subsidiary ERG Eolienne France S a.s., completed the acquisitron fram Vent d'Est S_a.8. of 75% of the share
capal of twa cornpanies ownirg two wind farms with a total capacity of 16.25 MW (Parc Eolienne de la Voie Sacrée
S.a.s with 12 0 MW, which came into operation it 2007, and Parc Eolienne d'Epense § a.s with 4 25 MW, which came
into aperatian i 2005).

Through its subsidiary ERG Eolienne France S.a.s, on 3 August 2018 ERG Power Generation purchased the residual
25% of the share capita! of Parc Ectienne de la Voie Sacrée S.a s and Parc Eolienne d'Epense S.a.s. from Renvico
France S.as.

For mare details, please refer ta the comments provided in the Change to the consolidation scope.

On 27 April 2618 ERG Pawer Generation S ¢ A. finalised an agreementt with Global Wind Power France, a company
awned by Global Wind Power Europe and Fred Gisen Renewables, to acquire fram Wind 1019 GmbH 100% of
WP France 10 $.a.s., the holder of rights, permits and autharisations for a 6.5-MW wind farm project. The project has
already obtained all the necessary building authorisations, connection to the network is scheduled during Q4 2021
and the coming on streamn by December 2027,

The wind farm will be located in Narthern France, in the vianity of ERG’s other wind farms, and will benefit from the

incentive tanff (2016 FIP} for a period of 15 years Output is farecast at approxmately 15 GWh/y
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The estimated investrment required to build the wind farrm s approximately EUR 10 miflion, including the amocunt paid

to purchase the project

0On 15 May 2018, ERG Power Generation S.p.A,, finalised an agreement with Impax New Energy Holding Cooperatief

W.A_ a Dutch company awned by Impax New Energy Investors Il, to acguire:

Parc Eclien du Melier S.a_s., owner of an 8-MW wind farm with expected output of approximately 23 Gwh. The
wind farm 1s entitled to benefit from the 2014 feed-m-tanff (FIT) for a period of 15 years following its coming on
stream, which took place in Navember 2016;

- Parc Eolien de la Vallée de Torfou S.a.s., owner of an 18-MW wind farm current.y under construction with
estimated average output of 48 GWh, which came on stream at the end of 2018, The wind farm will benefit from
the 2014 FiT for a period of 15 years;

- EPURON Energies Renouvelables S.a.s. which owns a pipeline of approximately 750 MW

For more details, please refer to the comments provided in the Change to the consolidation scope.

ERG Power Generation S.p.A., on 1 August 2018 finalised the acquisition of 100% of Creag Riabhach Wind Farrn Ltd.,
a Scottish company holding authorisation for the construction of a wind farm in Scotland, north of inverness in the
county of Sutherland The wind farm will consist of 22 turbines for an approved capacity of 79 2 MW and estimated
energy production - once fully operational - of around 250 GWh per year, equal to aver 3,000 equivalent hours and
approximately 147 Kt of avoided CO, emissicns

Far more details, please refer to the comments provided in the Change to the consolidation scope.

Through 1its subsidiary ERG Eolienne France S.a.s, on 3 August 2018 ERG purchased 25% cof the share capital of
Parc Eolienne de la Voie Sacrée S.a s. and Parc Eolienne d’'Epense S.a.s. from Renvico France Sa s The investees
own two wing farms with a total capacity of 16.25 MW and which becare operational in 2007 and 2005, respectively,

while 75% of the share capital of the companies had aiready been acquired from Vent d'Est in the first quarter of 2018.

On 3 August 2018, ERG and Quercus Assets Selecticn Sarl, a European fund focusing on renewable saurce
investments with over EUR 350 million in assets under management, signed an agreement for the setup of public
Iimited company ERG Q Solari, with registered office in Genoa, in which ERG has a 60% interest and the Quercus

ltalian Solar Fund segment 40%, with the aim of consolidating the [talian photovoltaic market
On 10 December 2018 the British company ERG UK Holding Ltd. was established
On 31 December 2018, the following French companies were established: Pare Eclien de Saint-Loup sur Cher Sarl.L,

Parc Eolien du Puits Gergil S ar |, Parc Eolien du Plateau de la Perche SARL, Parc Eolien des Boules S ar.l.

In consideration of the new acquisition of assets in the UK markel, as from the Interim Directors' Report at
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30 September 2018, ERG UK Holding iLtd (renamed Evishagarar Wind Farm Ltd. in October 2018) and Sandy Knowe
wind Farm Ltd. are also consolidated line by line. These companies own twa already authorised development projecis
af 35 MW and 49 MW, respectively, in the United Kingdom ard were previously measured using the cost method since

their size 1s not significant dimensions and they are not yet operational.

The following transactions under commoan control also took place

With effect fram 1 January 2018

- the assets beionging to the French branch of ERG Power Generation S.p.A. were transferred to €S0 Energy S.ar!,
which, on the same date, consequently increased its share capitat to EUR 2,000,600.00 and changed its name to
ERG France S.ar.l;

- the assets belonging to the German branch of ERG Power Generation S.p A. were transferred to CS0 Energy GmbH,

which, on the same date, changed its name to ERG Germany GmbH.

As a result of the above transactions, with effect from 2 January 2018, these branches of ERG Power Generation

S.p A were closed.

with regard tc the existence of restrictiuns and guarantees on the equity investments held by the Group, please refer

to Note 19 - Covenants and negative pledges.
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CHANGE IN THE CONSOLIDAT!ION SCOPE

o Forvei " EPURQN? Vent d'Ext”? Creag Riabhach WP France &

(Mighiaia & Euro) Wind Farm Ltd, < Sas
Intangible assets 122,599 30,664 3545 22,468 3915
Goodwill - 22,336 - - -
Praperty, plant and ecuipment 235,156 24728 9132 - 2075
Equitymnvestments - - - - —
Other financia! assels 4948 131 699 - {6,466)
Deferred 1ax assets 4214 - 116 - -
Cther non current assets - - - - _
Nop-current assels 366,917 77897 13,892 22,458 {476)
Inuentones - - - — _
Trade receivabies 16,595 340 742 - -
Qther currentassets 12,346 2964 47 63 49
Current financial assetss — - _ _
Cash and cash eguvalents* {92.556) (37761) (7068) 2910 10
Current azsats (53,816) (33,856) 8.277) (9,847) S20
Asset hald for sale - - - - -
TOTAL ASSETS 303,301 44,000 7615 12,621 4
Equity - - (549) o) 0
Employee benefits - - - _ .
Deaferrad tax aanities 34,447 7026 690 - -
Prowvision far risk and charges - non - -
current portion 8,132 200 661

Non-current financial habil hes* 240,571 29,549 5,653 11,934 24
QOther non-current liabylities 5,356 - _ _ -
Non-current liabilitiag 288,501 s rra 7004 11,934 24
Provision far risk and charges - current _ _ _ -
portian b 150

Trade payables 3,638 6108 333 - 20
Currant financial habilites* 9,576 601 ace 684 -
Other cyrrent izbiitiey 1,586 383 - 3 -
Current liabilitles 14,800 7,222 1159 6a7 20
Lisbilities associated with asset held
for sale

TOTAL EQUITY AND L IABILITIES 303,301 44,000 7,615 12621 44
*Impact on Nat Financial Pesition (342,703) {67,212) {13,528) (22,528) mn
Brockaghboy Windfarm Lid. Sale

Impact on Nat Financial Position

Riractors Report

1) 18 italian companies from VEI Green §r)l. - "Forve” bugiress combination

2) 15 French campanies from Impax New Enetgy Holding Cooperatiaf WA, - "‘EPURON" bus ness combination

3) 2 Frenck comrpanies from Vent d'Est  “Vent d'Est” business cornbiration

4) 1 Scottish company - business combmatign "Creag Riabhach®

5) the effacts of the line-by-ine cansalidanon of equity Investrents previously measured using the cost methed since they were rot af a significant size SAB Energv Solarej or
nct yet operational (WP France b, Evishagaran Windfarm Lid, Sandy Kngwe Wind Farm Lid , W France 10 5,a.5,)

6) 1 German company from Vortex Energy. nct significant

7) impact of intercompary entnes following the hne-by-line conschdabion of the Compames as from 1 January 2018, 1115 noted thal the Company was acquired on 22 December
2018
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ISAB Energy Evishagaran  Sandy Knowe Wind WP France 10 Linda ¥ TOTAL
Solare™ Windfarm Lid, s FarmLed, > Sa8>

22 4169 796 1786 13 190,378

- - 22.336

2,570 194 94 1% 182 274,247
as4) - - - - @
- (4,332) * {8653 - - (5.886)

- - - - - 4330
2,198 30 24 1,908 195 485,011
41 ~ - - - a

93 - - - - 17,770

a7 77 g7 7 16.685
a0 58 189 (4586) ) (146,623}
49 13§ 189 {89} [ 112,326)
2,387 145 Fat] 1837 200 372,485
(122 - - [ -~ (6703
- - - - - 4218

- - - 8553

2,590 - - 219 - 280,541

- - - - - 5336
2,590 - - 29 - 347,051

~ _ - - 150

58 3 22 145 148 11,787
st 135 23) 208 52 12,401

- - 215 - 2167

a9 185 n3 3,617 200 26,504
2,887 165 212 1,837 200 372,885
2.771) 77 2 (883) (54) (449,565)
105,740

(343,225)
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The effects of the mamn transactions carried out involving the Group's equity investments shown in the previous table

are detailed below.

“FORVE{" BUSINESS COMBINATION

Cn 12 January 2018, ERG, through its subsidiary ERG Power Generation S.p A, completed the acguisition of 30
photovoltaic plants, entered into operation between 2010 and 2011 and located in 8 regions between the North and
the South of italy, with an instailed capacity of 89 MW and an annual output of approximately 136 GWh.

100% of the total installed capacity benefits from incentives with an average expiry date of 2030.

The enterprise value of the transaction amourted to approximately EUR 345 miliion. The assets are financed through
non-recourse project financing for an amount of approximately EUR 180 million and lease contracts repaid in advance
in 2018 for an amount of approximately EUR 60 million.

This document reflects the impacts of the consolidation of the companies acquired as from 1 January 2018,

The acquisition-related costs incurred to finalise the transaction of EUR 1.8 million were excluded from the
consideration transferred and recognised in the 2017 income statement million under services and other costs (FUR

1.7 million) ard, for the remainder, . the income statement of these consolidated financial statements

Determination of the total acquisition price
The acquisition price was EUR 107 5 mullion of which EUR 69.5 million for acquisition of 100% of the share capital
of the target compan:es and EUR 38 millien for the repayment of outstanding loans at the date of the acquisition of

control of the target company
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Measurement of the assats and hahilities of the business combination

at the acqguisition date and upon aiiccauon O the acquisiuon price

The accourting treatment for the acquisition represented bielow nas peen canfirmed:

Acquisition Adjustment to the Impact
(EUR thouaand) sitluation acquisition situation of consoclidation
Intangitie assets 1,716 120,883 122,559
Goodwill - - -
Property, plant and equiprrient 235,156 - 235,156
Equity investments - - -
Other financial assets 4948 - 4,948
Deferred tax assels 4214 4,214
Other non-current assets - - -
Non-current assets 245034 120,883 266,917
Irventores - -
Trade receivables 16,595 - 16,555
Other current assets 12346 - 12,346
Cyrrent financial assats* - - -
Cash and cash equivalents* 14,943 {107.499) (92,556)
Currerit assets 43,883 {107.499) {63,616)
TQTAL ASSETS 28997 13384 303,301
Equity attnbutabie 1o the owners of the parent {1/,689) 1/,689 -
Empicyee benefits - - -
Deferred tax habimes 716 33,726 34,442
‘F)‘cr,c;:;os;]on for risk and charges - nen current 8132 - 8132
Non-current firancial liabnities™ 240571 - 240,571
Other non-current labilities 5358 - 5356
Non-current liabilities 254,775 33,726 288,501
Prowision for nsk and charges - culfent portioh ~ - -
Trade payables 3638 - 3638
Current financial liabilities* 47,608 (38,032) 9,576
QOther current labiities 1,586 - 1,586
Current Habilitles 52,832 {38,032) 14,800
TOTAL EQUITY AND LIABILITIES 28597 13,384 303,301
*Impact on Net Financial Pesition (Z73,238) (69,467) {342,703)
Cash and cash equivalents used 107,499
Deferred payments -
Loans of the acquired entty paid back (38.032)
Acquisition price 69,467
Fair value of net assets gogured (69,467)

Goodwill
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The a-zui= noe figsres column shows the opening balances determined on the bas:s of the accourting records at

the date of first conselidation (1 January 2018} of the acquirees.

« property, plant and equiprment: photovoltaic plants recognised at the cost of acquisiticn including ancillary costs
and costs directly attributable to the asset and adjusted by tne related accumulated depreciation;

- other financial assets: assets arising during the drafting of the acquisition situation in view of which a fiability of
equal amount has been allocated to provisions for non-current risks and charges,

- deferred tax assets: relating to non-deductible interest expense;

« trade recevables: relative to the sale of electncity and the feed-in premiurm,

- other current assets: mainly VAT assets,

+ cash and cash equivalerits: cash on hand held in current accounts;

deferred tax liabilities related to disrmantling expenses;

provisions for non-current risks and charges related to dismantling expenses and to special indernnities arisen
upon preparing the acquisition report,
- non-current financial liabilities: medium-long term partion of bank borrowings for project financing;

« other non-current liabilities: mainly ir relation to landowners for surface rights;

trade payables: mainly relative to payables to third-party suppliers for O&M;
- current financial liabilities: mainly the short-term portion of bank borrowings for project financing and dividends to

the previous parent VEI Green S.p.A.

in the Adjustments to the acquisition siteation column:

+ intangible assets: capital gain allocated upon recognition of the acqusition, this capital gain was aliocated to the
concessicns and is determined using valuation methodologies that are based on discounting the operating cash
flows that are expected over the duration of the concessions,

+ cash and cash equivalents: amount paid for acquisition;

deferred tax liabilities related ta the allocations to intangible assets described above;
« current financial liabilities: referred to the repayment of outstanding loans at the date of the acquisition of control

of the target company.

ForVei contribution in 2018
In the period between the date of first consolidation {1 January 2018) and the reporting date of this Annua! Financial
Report, the acquirees contributed to the Group's income statement with revenue of EUR 38.4 million and an operating

profit of EUR 8.5 mullion.
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"EPURON" BUSINESS COMBINATION

On 15 May 2018, ERG Power Generation S.p.A. closed the acquisition from Impax New Energy Holding Cooperatief

WA of

- Parc Eolien du Malier S.a.s., owner of an 8-MW wind farm with expected output of approximately 23 GWh,

+ Parc Eolien de la Vallée de Torfou S.a.s. owner of an 18-MW wind farm currently under construction with
estirmated average output of 48 GWh, scheduled to carme an stream by the end of 2018,

- Epuron Energies Renouvelables $.a.s_, which owns a pipeline of approximately 750 MW

In terms af Enterprise Value, the total consideration amaunts to EUR 57 million, of which around EUR 17 million
pertaining to the Project Finanaing outstanding at 31 December 2017 The agreement, insofar as concerns the
pipeline, also provides for an “earn-out” mechanism in favour of the Sefler for a total of approximately EUR 5 million

This Report reflects the impacts of the consolidation of the companies acquired as fram 30 June 2018

Determination of the total acquisition price

The acquisition price was EUR 41.9 milion of which EUR 36.8 miflion for the acquisition of 100% of the acquirees and
EUR 51 million for the takeaver of the shareholders’ loan.

The agreement, insofar as concerns the pipeline, aiso provides for an "earn-cut” mechanism in favour of the Seller for
a total of approximately EUR S mifflion.

Ihe acquisition-related costs incurred to finalise the transaction of EUR 0.5 million were excluded frarm the
consideration transferred and recognised both in the 2017 incomne statement for the amaunt of EUR 5.2 mmillion and i

the 2018 income statement under services and cther costs for the amount of EUR 0.3 million
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2liocabon i ine acquIsSIilion price
The acquisition was recogrised on a provisional basis; the current values' of the acquired assets were determined on

the basis of the best estimate available at the preparation date of this Annual Financial Report and are shown in the

tabie below:

Acquisition R ton fres impact
{EUR thousand) situation cokumn of consolidation
Intangible assets 5772 24892 30,664
Goodwill - 22336 22,336
Property, piant and equipment 24726 - 24,726
Equity investrnents - - -
Qther finarcia, assets 131 - 131
Deferred tax assets - - -
Cther non-current assets - - -
Nor-current assets 30.629 47,228 77,857
Inventories - - -
Trade recevables 340 - 340
Gther current assets 2964 - 24964
Current financial assets* - - -
Cash and cash equivalents= 4719 (41 8B0) (37.161)
Cutrent aszetg 8,024 (41,880) (33,856)
TOTAL ASSETS 38,653 5,318 44,001
Equity attributabie to the owners of the parent (3,439) 3,439 -
Employee benefits - - -
Deferred tax habihties 59 6970 7029
ngl;un for risk and charges - non current 200 - 200
Non-current financigl liabilities* 29,549 - 29,549
Other non-current liabilities - - -
Non-current liabilities 29,809 6,970 36,778
Prowision far tigk anc charges - current portion 150 - 150
Trade payables E,108 - 6,108
Current financial iab:lities* 5,662 (5061) 601
Gther current liabilities 363 - 363
Current liabilitles 12,283 (5.061) 7,222
TOTAL EQUITY AND LIABILITIES 38,653 5,348 44,000
*Impact on Net Financial Position (30,493) (36,819) (67.312)
Cash and cash equivalents used 41,830
Deferred payrents -
Loans of the acquired entity paid back (5.061)
Acquisition price 3685
Fair value of net assats acquired (14,483)
Goadwill 22,336

T Current values were dent fied as the value m use calculated with the discounted cash flow fethod



e | Lt WA T CONSOLIDATED FINANGCIAL STATEMENTS PENART AL N AT oM N TS

The Acauisinea figures column shows the opening balances determined on the basis of the accounting records at

the date of first consolidation (30 June 2018) of the acquirees, adjusted as necessary in order to determine the fair

value of the assets and liabilities subject to consalidation

= intangible assets the item comprises the value of the concessions recarded in the statutory financial statements
and the costs for the development of new wind power projects:

- property, plant and equipment wind farms recognised at the cost of acquisition including ancillary costs and costs

directly attributable to the asset and adjusted by the related accumulated depreciation;

other financial assets relative to third party instruments

trade receivables relative to the sale of eiectricity,

other current assets: mainly VAT assets;

cash and cash equivalents: cash on hand held in current accounts;

provisions for non-current risks and charges related to dismantling expenses,

nor-current financial Labilities: rmedium-long term portion of bank borrowings for praject financing and the

contractually agreed Earn Out resulting from the acquisition of the comparies within the scope;

provisions for current risks and charges relating to ernployees,

trade payables: mainly related 1 the investments made for the construction of plants in progress at the date of this

document,

current financial labiles: manly the shart-term partion of bank borrowings for oreject financing and financial

payables to the previous parent,

other current liabilities: related ta payables dus to employees

In the Pravisional adjustments to the acquisition figures column’
* intangible assets capital gain aliocated upen recognition of the acquisition, this capital gan was allogated to the

CONCESSIOoNS,

cash and cash equivaients: amount paid for acquisition;

- deferred tax liabilities related 1o the aliocations referred to above;

current financial iabilities: amount related tothe "earn-out” mechanism in the Seiler’s favour for a maxinmum amount

of approximately EUR 5 mullion.

Temporary determination of residual gocdwill
The difference between the total acquisition price and the net value of the acquired assets and liabilities was

recogrised residually as goodwill.

Tota) acquisition price 35,819
Adjusted EPURON equity 14483
Goaodwil! 22,336

With regard te the definttion of the tatai price of the acquisition, please refer to the previous paragraphs
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In the peripd between the date of first consohidaton (30 June 2018) and the reporting date of this Annual Financial
Report, the acquirees contributed to the Group's income statement with revenue of EUR 1 mithon and an aperating

loss of EUR C9 million

“VENT D’EST” BUSINESS COMBINATION

0On 21 March 2018, following the non-controlling investor's waiving of the right of first option, ERG Pcwer Generation
Sp.A, via its subsidiary ERG Eolienne France S.a.s . completed the acquisition from Vent d'Est S.a.s of 75% of the
share capital of two companies owning two wind farms with a total capacity of 16.25 MW (Parc Eolienne de la Voie
Sacrée S.a.s. with 12.0 MW, which carme into operation in 2007, and Parc Eolienne d'Epense S.a.s with 4 25 MW,
which came into operation in 2005)

Through #s subsidiary ERG Eolienne France S.a.s, on 3 August 2018 ERG purchased the residual 25% of the share

capital of Parc Eclienne de (a Voie Sacrée S.a.5. and Parg Eolienne 4’ Egense S.a.s. from Renvico France Sas.

Determination of the total acquisition price

The acquisition price was EUR 7.7 miliion of which EUR & 4 million for acquisition of 100% of the share capital of the
target companies and EUR 1 2 million for the repayment of outstanding loans at the date of the acquisition of control
of the target companies

The transaction costs of EUR 0.2 million were exciuded from the consideration transferred and recagnised in the 2018

income statement in the amount of EUR 0.2 miilion under services and other costs.
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ailocation ol the acquisihon price
The acquisition was recognised on a definitive basis, the current values? of the acquired assets were determined on

the basis of the best estimate available at the preparation date of this Annual Financial Repert and are shown in the

table below:
Acquisition Adjustmant ta the Impact

(EUR thousand) situation acguisition situation of consolidation
Intangibie assets i.678 2328 3945
Goodwill - - -
Property, plant and equipment 9132 - 9132
Equrty investments - - -
Cther financial assets 699 - 699
Deterred tax assets 116 - 116
Qther ron-current assets - - _
Non-current assats 11,564 2,324 13,892
Inventories -
Trade recevables 742 - 742
Other current assets 47 - 47
Current financia! assets* - ~ -
Cash and cash equivalents* 587 (7.654) (7.066)
Currant assets 1377 {7.654) (6,277}
TOTAL ASSETS 12941 ' (5.326) 7,615
Equity atiributable to the owners of the parent 4,209 (4,758) (54%)
Employee benafits - - -
Oeferred tax liatiiities 38 652 690
gé%gri‘on for tisk and charges - non current 861 - 563
Neon-current financial laol'ities® 5,653 - 5,653
{Other non-current liabilities - -
Non-cuirent ifabilitles 6,352 652 2,004
Provision for risk and charges - current porion - - -
Trage payables 353 - 353
Current financial hatihties* 2026 (1.220) 866
Other current habilities - - -
Current liabilities 2,379 {1.220) 1159
TOTAL EQUITY AND LIABILITIES 12,947 (5,326) 7,615
*Impact on Net Financial Position (7.092) (6,434) (13,526)
Cash and cash equrvalents used 7654
Deferred payments -
Loans of the acquired entity paid back {1.220)
Acquisition price 6434
Fair value of net assets acquired {6,434)
Goodwill -

2 Current values were identified as the value in use calculateg with the discounted cash low method
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The &zoursitiar f34.-es column shows the opening balances determined on the bas:s of the accounting records at
the date of first consolidation (1 January 2018) of the acquirees:

+ intangible assets: reiated to wind farm development costs;

property, ptant and equipment wind farms recognised at the cost of acquisitron including ancillary costs and costs

directly attnbutabie to the asset and adjusted by the related accumulated depreciat on;

other financial assets. these refer to deposit accounts;

trade receivables: relative 1o the saie of electricity,

provisions far risks and charges - non-current portion: these refer mainly to plant dismantling costs,

non-current financial liabilities: these refer mainly to bank borrowings for project financing;

trade payables: to third-party suppliers;

current firancial liakilities: these refer to the shareholders’ loan.

Inthe Adjustments to the acquisition situation column®

- intangible assets: capital gain allocated upon recognition of the acquisition; this capital gain was allocated to the
concessions and s determined using valuation methodologies that are based on discounting the operating cash
flows that are expected over the duration of the concessions;

- cash and cash equivalents. amount paid for acquisition;

- deferred tax liabilities related to the allocations referred to above;

+ current financial liabilities referred to the repayment of outstanding loans at the date of the acquisition of control

of the target company.

Vent d'Est contribution in 2018
In the period between the date of first consgldation {1 Janaary 2018) and the reporting date of this Annual Financial
Repart, the acquirees contributed ta the Group's income statement with revenue of EUR 2.9 million and an operating

profit of EUR 0.8 million.
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BUSINESS COMBINATION "CREAG RIABHACH”

ERG Power Generation S p.A., on 1 August 2018, finalised the acquisition of 100% of Creag Riabhach Wind Farm L1d.,
a Scottish company holding authorisation for the construction of a wind farm in Scotland, narth of inverness in the
county af Sutherland. The wind farm wiil consist of 22 turbines for an approved capacity of 79.2 MW and estimated
energy production - once fully operational - of around 250 GWh per year, equal to over 3,000 equivaient hours and
approximately 147 Kt of avoided CO, emissions

Works for the construction of the wird tarm are expected te start in 2020, and the entry into operation, following the
finalisation of the connection to the national gnd, is expected by March 2022 The wind farm will participate in the
energy and capacity availability markets in the United Kingdorr. The total estimated investment required to build the
wind farim is approximately GBP 89 million (araund EUR 98 million at the current excnange rate), already including the
amount paid to purchase the eguity investment

With this project, ERG strengthens its process of organic growth abroad and in the UK in particu’ar, where the secured
construction capacity gees from 84 MW to 163 MW and, following the recent acquisitions in France, raises the
secured capacity with regard ta the total abjectives of the Plan, ncreasing from 40% to approximately 70%

The project, in ine with ERG's industria strategy, is characterised by a high level of quality. and allows the company
to capitalise on the skills developed in-house in the fields of Engineering, Construction, Procurement and Asset

Management, maximising tneir value.

Determination of the total acqulsition prige

The acguisition price was EUR 21 9 milion of which FUR 20.8 million for acquisition of 100% of the share capital of the
target companies and ELR 0.9 million for the repayment of cutstanding loans at the date of the accuisition of cantrol
of the target company.

The price already paid at the date of the present consolidated financial staterments amounts to EUR 98 million and the
deferred component of EUR 11.9 milion is recorded among non-current financial liabilives.

The transaction costs of EUR 0.5 mithon were excluded from the cansideration transferred and recognised in the 2018

incomme statement in the amount of EUR O 5 milken under services and other costs.
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The acquis tion was recognised on a provisional basis; the current vaiues? of the acquired assets were determined on

the basis of the best estimate availlable at the preparation date of this Annual Financial Report and are shown in the

table below:
Audton  wacaulon res gq oo
(EUR thousand) calumn
intangible assets 1,490 20978 22468
Gaodwill - - -
Property, piant and equipment - - -
Equity investments - - -
Dther financial 2ssets - - -
Deferred tax assets - - -
Other non-current assets - - -
Non-current assets 1,490 20,973 22,468
Inventones - - -
Trade regeivables - - -
Other current assets 63 - a3
Current financial assets® - - -
Cash and cash equivalents* 12 (9.922) (9.910)
Current assets 75 (9.922) (9,847)
TOTAL ASSETS 1,565 11,056 12,621
Equity attributable to the owners of the parent [39) 39 (0)
Employee berefits - - -
Deferred tax liabilities - - -
Provision for risk and charges - non current _ _ _
porton
Non-current financial labilities* - 114934 11,934
Qther non-gurrent liabilities - - -
Non-current liabilities - 11,934 11,934
Provision for sk and charges - current porstion - - -
Trade payables - - -
Current financial liabilities” 1.607 917 684
Cther current 1abilites 3 - 3
Current liabilities 1,604 917) 687
TATAL EQUITY AND LIABILITIES 1,565 11,066 12,621
*Impact on Net Financlal Position (1,589) (20,939) {22,528)
Cash and cash equivalents used 9922
Deferred payments 11,934
Loans of the acquired entity paid back 917)
Acquisition price 20539
Fair value of net assets acquired {20.939)
Goodwill -

3 Current values were identified as the value in use calculated with the discounted cash flaw method
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CONSOUIDATED FINANCIAL STATEMENTS

The Acauistuion figures column shews the opening balances determined on the basis of the aceounting records at
the date of first consolidation (30 September 2018) of the acquirees.
* intangible assels development costs of the farm,

+ current financial habilives. these refer 1o payables to the previous shareholder;

In the Provisional adjustments to the acquisition figures columri

intangible assets. capital gair allocated upon recognition of the acquisition; this capital gain was allocated 1o the
concessions and is determined using vaiuation methodologies that are based on discounting the operabting cash

flows that are expected over the duration of the concessions;

cash and cash equivalents: amount paid for acquisition

* non-current financial liabilities include the deferred component for the acqursition, amounting 1o EUR 11.9 millian.

deferred tax liabilities related to the allocations referred to agave,

+

current financial habilities: referred o the repayment of outstanding loans at the date of the acquisition of control

of the target company.

Creag Riabhach Contribution in 2018
In the period between the date of first consolidation (30 September 2018) and the reparting date of this Annual
Financial Report, the acquiree did nat pravide a sign:ficant cantribution to the Group's Income statement, as the wind

tarm was under construction.

SALE OF BROCKAGHBOY

On 7 March 2018, fellowing the sale process started at the end of 2017, ERG Power Generation 5p A scid to the
Greencoat UK Wind PLC fund, quoted on the Lendon Stock Exchange and specialised in investment in renewables,
100% of its subsidiary Brackaghboy wWindfarm Ltd {"8BWF"), a UK company which owns the 47.5 MW wind farm built in
County Londonderry, Northern Ireland, by ERG and TC| Renewables Ltd. The wind farm, for which construction work
began during the seccnd quarter of 2016, became fully operatiorial at the end of 2017,

The enterprise value of the transaction amounts to approximately GBP 163 million The proceeds were split between
ERG and TCl\, as stipulated in the Developmen: Service Agreement signed at the time of acquisition of the ready-to-
buitd project: the totat cash-in far ERG was approximately GBP 95 million (EUR 106 million), of which approxmately
B8P 70 mition {EUR 76 mition) fully covered the investrents made by ERG to acquire the project ard buid the wind
farm

The sale of the assets on 7 March 2018 resulted in

- the reduction of net financial indebtedness by EUR 106 million in relation lo the net sa.e price,

- recogoition of the realised canital gan of EUR 26 millian, net of the related tax effeqts and of other ancdlary

COMPpOREnts.

163



ERG Power Generation v~ o 5:=23° 7072

in view of the sale pracess under way, it 1s noted that the results relating to the assets being sold were presented
separately in the Notes to the 2017 Consaolidated Financial Statements in accordance with the requirements of IFRS 5
In this Report, the resuits achieved in the period 1 January 2018 tc 7 March 2018 by the assets sold are shown in
ordinary operations, in ine with the approach already adopted in the Directors’ report in the 2077 annual repart.

The impact of the deconsalidation of the company 1s summarnsed below

Derecagnition Sale Impact

(EUR thausand) Assets Price of deconsolidation
intangible assets (7.000) (7.000)
Goodwill - - -
Praperty, plant and equipment (70,027} - (70,027
Equity Investments - - -
Other financial assets - - -
Deferred tax agsets - - -
Other nan-current assets - - -
Non-current assets (77,027) - (77.027)
Inventaries - -
Trade receivables {4,336) - (4,336)
Gther current assets (228) - (228)
Current financial assets* - - -
Cash and cash equivalentg* - 53,788 53,788
Current assets {4,564) 53,788 49,224
TOTAL ASSETS (81,591) 53,783 (27.803)
Equity attributable to the awners of the parent {26,898) 53,788 26,890
Employee benefits - - -
Deferred tax liabilities - - -
Provision for risk and charges - non current (1,370} - (1.370)

portion
Non-current financial iabiines* - - °

Other non-currant liabilities - - -
Non-current liabflities {1.370) - (1,370)
Provisicn for nisk and charges - current portion - - -
Trade payables - - -

Current financisl iabiliies> (51,952) - (51.952)
Other current liabiliies (1.372) - (1.372)
Current liabilities (53,324) - (53,324)
TOTAL EQUITY AND LIABILITIES (81,591} 53,788 (27.803)
*impact on Net Financlal Position 51,952 53,788 105,740

Brockaghboy Windfarm Ltd. contribution in 2018
The sale of Brockaghboy Windfarm Ltd contributed positively to Group EBIT of EUR 28 million, including the capital

gain of EUR 25 muillion
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IFRS 12

The new |FRS 12 "Disclosure of Interests in Other Entities” includes all disclosure provisions previously included in
IAS Z7 pertaining to consolidated financial statements, as well as all disclosure requirements of 1AS 31 and of IAS 28
pertairing to the investments of an entity in subsigianes, joint ventures, associates and structured entities ang it also
provides new disclosure cases.

The objective of the standard is to require an entity ta disclose information that enables users of its firancial staterments
To evaluate the nature of, and r.sks associated with, its interests in other entities and the effects of those interests on

its financial positicn, financial perfarmance and cash flows.

Measurermnents and significant assumptions

The companies designated as subsidiaries in the section List of Group companies are entities in which the ERG
Power Generation Group has the majorty of the votes that can be cast and exercises a dominant influence in the
ardinary shareholders’ meeting.

The companies designated as jointly controlled subsidiaries in the paragraph List of group companies are entitias
over whose actvity the Group has joint control as defined in IAS 28 - Investments in Associates and Joint Ventures,
The companies designated as associates in the paragraph List of Group companies are entities over whose activity

the Group has jaint control as defined in 1AS 28 - investments in Associates and Jaint Ventures.

Investments in subsiciaries

Far informatian about the Group’s compasition, please refer to the Consolidation scape.

With regard to the nature and extent of restnctions to the Group’s capabiiity to access or use assets and 10 settle
liabiities, please refer to Note 19 - Covenants and negative pledges

The conseguences of the changes in the nvestments in subsidiaries that took place in 2018 are described in the
section Changes in the consolidation scope

With regard to provisions that can limit the districution of dividends or other distributions of capital, the project
financing agreements pravide that the distribution of the available portions of equity to the shareholders is subject to
compliance with the conditions prescribed by such agreements, which impase the attainment of deterrmined financiai
coverage ratios and the absence of default situations. Details of the constraints and af the carrying amounts of the
assets and liabilities to which such restrictions apply by individual company are given in Note 19 - Covenants and

negative pledgas.

Investments in associates
For the purposes of the disclosure of the nature, extent and financial effects of the Group's interests in associates,

please rafer ta the List of Group companies section
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Sammary of mair inzomre statament data

Priolo Servizi

(EUR thousand) 3112/2018 31/12/2017
Property, plant and equipmant 70,897 7420
Intangikzle assets and Goodwill - 5
Equity investrnents and Other non-curremt financial assets 37 as
NON-CURRENT ASSETS 70934 74,335
Inventories 1,539 1,35C
Trade receivables 9,164 5182
Trade payables 13an 10,196
Excise duties payable to tax authomties - -
NET WORKING CAPITAL 3,109 3,664
Post-ernployrmenrt benefits 366 457
Other assets 2267 1,859
Other habilities 2,646 2,284
NET INVESTED CAPITAL 67,020 59,789
Equity 34621 54,069
Financial indebledness 12,399 15720
EQUITY AND FINANCIAL DEBT §7,020 69,789

2018 2007
Revenue fram sales and services 51842 23.864
(Gther revenue and income 3810 1442
Purchases {1,582) (552)
Change in inventones 188 -
Services and other operating costs {35,544) (15,348}
Personrel expense (8.845) (4.435)
Gross Operating Income (EBITDA) 9,269 4,972
Armortisation, deprecialion and impairment of non-current assets {8118) {3,908)
Net Opevating Incame (EBIT) 1,754 1,064
Net financial income (expense) [406) (304)
Gamns (0sses) on equity investments - -
PROFIT BEFORE TAXES 1,348 760
Income taxes {743} {467)
PROFIT 605 293

Reconciliation with the carrying amount of the equity investment

Priolo Servizi
{EUR thousand) 31/112/2018 311272017
ERG Group investment 24% 24%
Equity attributable to the owners of the parent 12918 12787
Other adjustments - -
Carrying amount of the squity investment 12,914 12,787
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IMPAIRMENT TEST

This sectian provides a description of the impairment tests on the Group's main assets, as required by IAS 36.

In particular, it :s specifted that for the test:

» cof Goodwill, a test was conducted onthe recaverable amount determined at the Groups of CGU level, as commented
on in more detail in the previous pages, and identified as the value In use calculated on the estimated cash flows
over the useful life of the assets allocated to the aforesaid Groups,

- of property, piant and equipment and intangible assels, with finite useful ves allocated to individual CGU, in
accordance with IAS 36, indicators were identfied that can provide evidence that an asset may have undergone an
impairment. If the comprehensive analysis of the indicators shows that there was a potential impairment loss for a

CGU. then the related recoverable amount is determined.

Witn regard to eguity investments, which by their nature have indefinite usefu! lives, therr specific features were taken
inte account; please therefore refer to the respective paragraphs for an explanation of the approach used.
The above tests were carried out in accardance with the Impairment Test Procedure approved by tne Board of

Directars of ERG S.p A. an 20 February 2019

Test of Goodwill

In consideraticn of the goodwill values recogrised in the consolidated financial statements, for the present Financial
Statements its recoverable value was tested at the Groups of CGU level

According 1o {AS 36, the recaverable amount of an asset or of a cash-generating unit is the higher of its fafr value less
costs to sell and 1ts va‘ue n use

Goodwill values were allocated to the Wind ftaly and Wind France CGU Groups, a3 better commented in the following

secuon.

lgsntincaton of graups 9' casn f o gereratarg omimg (000
Following the thorough process of ransfermation of the organisational structure of the Group completed in 2017
{One Company) and the acquisitions completed in 2018 in the solar power field in italy and in wind power 11 France,
the operating segments currently identified by the Group, which coincide with the four different technologies used for
energy generaticn, are listed below

+ Wind;

- Solar;

+ Hydroelectric,

* Thermcelectric.

The analysis of the operating nerformance of the Wingd sector 1s further monitored, for some indicators, with reference
to the country in which the Group operates.

Starting from the 2018 Financial Staterments, in ight of the previously commented changes ta the organisation and
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scope of consoligation, managemertt decided 1o reassess the allocation of the Goodwill in particular with reference
to the provisions of paint a) of paragraph BO of |AS 36.

More specifically, in the aforementioned paragraph, the IAS specifies that goodwill must be allocated at the lowest
level at which goodwill 1s monitored for internal management purposes and, in the case of ERG, the iowest level at
which goodwill is monitored coincides with the group of CGUs whose prafitability is rmeasured

in particular, also taking into account the indications of paragraph 87 of !AS 36, management reconsidered the
allccation of Goodwill to Groups of CGU consistent with the purposes of integrated reporting by the Group, re.

according to the technology/Country matrix, for a total number of 10 groups of CGUSs, as iilustrated belaow.

Wind Solar Hydro Thermo
Haly v v v v
France
Germany
Poland
Romania
Bulgaria
UK

A T

The Groups of CGU were then identified, consistently with the Group's crgamisational and business structure, as
assets that generate independent cash inflows deriving from theirr continuous use and they follow a dual dimension
pertaining, on one hand. to generating technology and, on the other hand, to the current reference market, identified

inthe country where the facilities are [ocated.

In previous years, Goodwil! was allocated to the individual CGUSs represented by the legal entities or by the business
combinations that generated it.
The following table shows the details of the goodwill generated in previous years and in 2018 and the compar-son

hetween the previous allocation and the one apphed starung from the present consolidated financial staternents.

Business combination Year Ssctor / Country Goodwill CGU Groups of CGU
mhmh’v {EUR miliar) Allocauon ;n the 2°swaus financ:al Allocation from
slaterments ™a 2NE Financial
Sratemenis
ERG Eolica Adriatica . Legal entity £RG Eglica
2010 Wind daly 8 Adriatica
ERG Eolica Campania al N Legal entity ERG Eclica
20m wind taly i Gampania Wind taly
ERG Wind Business Combination (EUR 126 million}
2013 wind Ialy 9& “ERG Wind"
ERG Renew :
Operations & Malntenance 2013 wWind Italy 10 Wind farms in 1taly
Epuron 2018 wing France 22 Not applicable Wing France

(EUR 272 million)
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The recaverable value of the CGU Groups is tested by determining the value in use by discounting operating casn
flows on the basis of the following assumptions:

- the Groups of CGU coincide with the set of wind farms respectively situated in ltaly and in France,

to deterrmne the value in use, the present value of cash flows frarm operating activities assactlated with the Groups

of CGU for the residual years of operation af the farms with respect to the original definition of an assumed working

life, i.e twenty years, was estimated;

- a terminal value was considered, estmated as an extension of the explcit period of ten years:;

+ expected changes in sale prices and trends in direct costs during the period used far the catculation were determined
on the basis of past experience, adjusted for future market expectations;

+ a discount rate equal to the ingustry WACC was used to compute the present value of expected cash flows (5.0%
initaly and 3.5% n France).

The Group adopted a post-tax discount rate that reflects current market measurermnents of the time vaiue of money

and of the risks specific ta the CGUs in determining the discount rate, the financial parameters considered were the

Beta and Debt/Equity ratios derwved from panels of comparable companies, in order to consider bath the market risk

of companies operating in the sarme industry and a market-based financial structure fnstead, the cost of equity (ke)

inclucles the rate of ratyrn of risk-free assets and it is identified as the average return of ten-year German governmerit

bonds

The main assurnptions used 10 calculate vaiue in use pertain to the growth rate and the expected changes n the sale

prices of energy and of direct costs during the penod selected for the caleulation,

The growth rates used are based on growth forecasts for the Group's industry, taking inte account the Group’s market

share. Changes in sale prices and in direct costs are determined on the basis of past experience and on future market

expectations.

In particufar, the following were taken into account for the determination of the cash flows

- for the explicit periad, the data contained in the Revision of the financial plan entitled “2018-2022 Plan’, reviewed
by the Board of Directors of ERG Sp A on & March 2019, excluding the Repowering, Business Oevelgpment and
Merger & Acquisition initiatives as impact scenarios, however favouratle;

- far the years subseguent to the explicit period, the data processed on the basis of models simulating the
macroeconamic and energy scenario and assuming a steady production trend

Group Managerment deems the assumptions used to identify tne recoverable amaount of the goodwill connected

with the Groups of CGU (Wind Italy and Wind France) to be reasonabfe and, on the basis of the aforementioned

assumptions, no impairment has emerged.

In particular, tne difference between the recoverable value and the carrying amount of the Group of CGUs amounts to

approximately EUR 505 milliar: for Wind italy and approximate!y EUR 38 million for Wind France

The Group also calculated the imparrment of goodwill on the basis of the allacation adopted in the previous Financial

Staterments, i e with reference to the individua! CGU, and no impairment emerged.
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The result of the impairment test is based on information available to date and reasonable estimates about future
changes in the fo'lowing variables- wind strength, energy price and interest rates.

The Group took Imto account the aforesaid variables in processing and defining the basic assumptions used to
determine the recoverabfe amount of the carrying amounts allocated to the Wind segment, and it also carried out
a sensitivity analys's on the recoverable amount of the Groups of CGU. This analysis assumed that total revenue
from energy sales {i.e., energy rernuneration and generation) could undergo upward or downward fluctuations of an
estimated 5% compared to the values estimated for the Plan.

A 5% reduction in revanue, continuing throughout the plan periad, would entail a decrease in the recoverable amount
by approximately EUR 96 million for Wind ltaly and EUR 29 millien for Wind France, which would not require any
impairment of the carrying amounts

Lastly, an increase of 1% in the discount rate would result in a decrease in the recoverable arnount of around EUR 88
milion for Wind italy and EUR 32 million for Wind France, without requirng any impairment of the carrying amounts.
The recoverable amount would be egual to the reference carrying amount in the case of a 26% reduction in revenue
for Wind Italy and 6% for Wind France.

Equally, the same effeect would occur in the case of a WACG increase of 8% for Wind Italy and of 1.2% for Wird France.
The above analyses confirm the sensitivity of the assessments of the recoverabifity of non-current assets to changes
in the aforesaid vaniables; in this context, the Directors will systematically maonitor changes 1n the aforesaid external,
uncentrollable variables in order to make any necessary adjustments to the estimates of the recoverability of the

carrying arnounts of goodwill in the consolidated financial statements

Test of (property, plant and equipment and intangihle) assets with finite useful fives

For the purposes of the 2018 consohidated Financial Statements, the Group verifiec whether there are any indications

that both Property, plant and equipment and intangible assets with finite useful lives may have become impaired.

For this purpose, it is specified that for the ERG Power Generation Group:

- property, plant and equipment assets are represented by the electricity generation plants of different technologies
(wind farms in Italy and abroad, solar p:ants in ltaly, hydroelectric plants in Italy and the CCGT thermoelectric plant
located in Sicily);

- intangible assets are mainly represented by the residual value of the higher values® allocated in the purchase arice

allocation and recorded as increases to the value of the authorisations and the concessions for gperating plants.

In line with the previous years, these values are allocated to the individual reference CGU represented by the incividual

legal entities and/cr business combinations that generated thern,

4 Values relating to business combinations from previous years
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In accordance with 1AS 36, a list of indicators that can signal that an asset may have become impaired (“triggering

events”) has been identified:

For this purpose, both internal and external sources of information have been considered

« cencerning the internal sources, the following were examined: (1) the obsolescence or the physical deterioration of
the asset, (ji} any significant changes in the use of the assets and {iii) the financial performance of the asset with

respect 1o the forecast,

conversely, concerning the external sources, the following are considered: the performance cf the market prices of
the assets, any techrological, market or regulatory discontnuities and trends in market interest rates, To verify this
information. @ syrthetic indicator was aiso identified {"profitability indicator®) calculated by discounting the sum of
the operating cash flows for the residual observation per.od, determined on the basis of the same procedures and
assumptions already commented in the previous paragraph for Goodwill testing. To irclude the related tax effects,

the indicator I8 net of notional taxes on EBITDA.

The indicator thus calculated is compared with that of the previous year in order to verify the potential impairment
loss, in accordance with Paragraph 15 of 1AS 36.

Lastly, the Group verifies that the carrying amount of the net assets of the Group is not higher than stock market
capitalisation.

if the comprenensive analysis of the indicators shows that both property, plant and equipment and intangible assets
with finite useful ives may have becurtie inpaired, the recoverable amount will he determined and compared with the
carrying amount

The recoverable value for the individual CGUs is calculated as the value in use with the same procedures and
assurmnptions already commented on in the previous section for Goodwill testing

If this value 15 lower, the carrying amount of the assets is reduced to the related recoverable valua with the exception
of the cases i which fair value net of cgst to sell was higher.

Group management deems the assumptions used ta identify and verify the indicators to be reasonable and, on the

basis of the aforementioned assumptions, no need to determire the recoverable value has emerged.

Recoverable amount of Groups of CGU
Lastly, aithough it is not expressly required by |1AS 36, Group Management deterrmined the recoverabie value, i.e. the
vatue in use, af the Groups of CGU to which no goadwill is allocated, comparing it with the refated carrying amount.

Na impairmnent emerged as a result of this test.
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ANALYSIS OF THE STATEMENT
OF FINANCIAL POSITION

NOTE 1-INTANGIBLE ASSETS

Concessions Other intangible  Assets Total

and licences asgets in progress
Historical cost 763,267 22,408 377 786,052
Amortisation (169,831} (18.400) - {188,231)
BALANCE AT 31/12/2017 593,436 4,008 377 597,822
Assets heid for sale - - - -
Changes for the year:
Change in the consolidalion scope 181,592 1,089 7697 190.378
Capital expend:ture 3,952 613 1,598 5193
Caprtalisatians 3.500 964 (4,405} 55
Other reclassifications 116 767 587 1,469
Disposals and divestrnents - - - -
Amgrtisation {50,034) {1.862) - {51,896)
‘mpairment (30) 30 - -
Qther changes 1,719 s 4,252 $,977
Historical cost 953,455 25312 10101 988,368
Amartisation (221,063) {19,575) - (240,639)
BALANGCE AT 31/12/2018 732,391 5,737 10,101 748,230

To enhance understandability, changes for the year relating toreclassifications, disposals and divestrnents are shown
net of the related accumulated amortisaticn.

Concessions mainly comprise autherisations for windg farms, amortised based on their residual useful life.

Qther intangible assets are cornprised of software licences

Assets in progress relate mainly to development costs capitalised on projects under construction.

The change in the consolidation scope relates to that commaented on in the Consoclidation scope section.

The capital expenditure refers mainty 1o capitalised costs relating to the construction of the German wind farm
Windpark Linda and 1o licences and software

For a more detailed analysis, please refer 1o the Capital expenditure secticn in the Directors’ report.
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NOTE 2 - GCODWIL L

"Goodwill”, equal to EUR 148,266 thousand {(EUR 125,932 thousand at 31 December 2017), represents the excess
acquisition cost of acquired cormnpanies over the carrying amount of therr equity, measured at fair value at the
acquisition date in accordance with the acquisition-price allocation method prescnbed by IFRS 3.

Theincrease with respect to 31 December 2017 is a consequence of acquisition of the EPURON business cembination
with regard to which reference is made to the Caonsolidation scope section.

The goodwill acquired through business combinanons was allocated to the following two CGU Groups, as is better
daescribed in the measurerment Critena:

+ Wind ltaly EUR 126 mullion;

+ Wind France: EUR 22 miilion.

The iterm, which is not amorused in the (ncome Staterment, is subject to an impairment test every year or more
frequently if there are indications during the year that the asset may be impaired.

For the purposes of these financial statements, the test required by Paragraph 12 of IAS 36 was performed and no
elements emerged that required an adjustment to the carrying amount of goodwill.

For additional details, reference is made to the Impairment test section.

NOTE 3 - PROPERTY, PLANT AND EQUIPMENT

Land and Plant and Assets under

buildings equipment Other assets construction Tatal o
Histoncal cost 221,627 4043991 14.529 28,820 4308967
Amortisation, depreciation and -
impairment losses {108,106) (2,020,034} (9,521} (2137,661)
BALANCE AT 31/12/2017 113,520 2023957 5008 28,820 2,171,306
IFRS % Reclassification - -
Changes for the year:
Change in the consalidation scope 4504 252,920 117 16,307 274,247
Capital expenditure 426 17,067 748 2,611 50,852
Capitalisations and reclassiications 9,567 21,180 331 (32.725) (1,647)
Amoartisation (7.364) (208.922) (1.043) - (217,330}
QOther changes (7563) 27 Q) 250 (476)
Histerical cost 236724 4,394,974 15070 45,263 4,692,031
Arnortisation, depreciation and —
ImpaIment losses {116,425) (2,288,745) {3.509} {2,415079)
BALANCE AT 31/12/2018 120,300 2,106,229 5,161 45,263 2,278,952

To enhance understandability, changes for the year relating to reclassifications, dispesals and divestrnents are shown
net of the related accumulated amortisation
The change in the consolidation scope relates to that commented onn the Consolidation scope section.

Investments relate mainly to works 1 deveiop the wind farms under construction For a more detailed analysis,
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please refer to the Caotal expe~citu-e section Inthe Giresors rean:t

Otner changes ~elate 1o the exchange rate effect resulting from the translation into euras of the financia! staternents
of the companies based in Poland and Romania and to other minor ¢changes

The capitalisation of EUR 243 thousand of interest during the year in relation to ongaing construction of the wind
farms in Germany (Windpark Lirda GmbH & Co KG), the United Kingdom (Creag Riabhach Wind Farm Ltd.) and
Evishagaran Windfarm Ltd. is noted

With regard to the existence of restrictions on the assets held by the Graup, please refer to Note 19 - Covenants and

negative pledges

NOTE 4- EQUITY INVESTMENTS

Equity investments
Subsidiaries not

consalidated line  Joint ventures Associates ather campanies Total
by line

BALANCE AT 31/12/2017 7658 237 12,788 - 20,683
Changes far the year:
Acquisstions/capital increases/ _ _ -
Increases 30 30
Consolidation rmethod change {7,310} - - - (7,310)
Reclassifications - : - -
Impairment losses/utilisation of loss B _ _ _ -
provisions
Disposals and divestments - - - - -
Measurement of company with - _ -
equity method 13 131
Other changes - - - - -
BALANCE AT 31/12/2018 378 237 12,919 - 13,535

Acquisitions refer to the French companies Parc Eaiien de Saint-Loup sur Cher S.ar |, Parc Eolien du Puits Gergil S.arl,
Parc Eolien du Plateau de la Perche S ar |, and Pare Eolien des Boules S.arl, established on 31 December 2018

The Change in consolidation method relates to the line-by-line consolidation of Evishagaran Windfarm Lt¢, WP France 6
S.a.s., ISAB Energy Solare Srl. and Sandy Knowe Windfarrm Ltd., measured using the cost method at 31 December 2017,
The positive change arfsing from the measurement of investments using the equity method is dueto the performance
during the period of the investee Priclo Servizi S.C.p.A.

The investments held at 37 December 2018 are summarised as follows:

Mepmred Vo Teta
Equity investments:
+ 1N subsidianes not consolidaled lire by line 12918 379 13,298
- i jont ventures - 236 236

in agsociates -
-in other companies -
Total 12,919 615 13,534
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NOTES - OTHERNON-CURRENT FINANCIAL ASSETS

“Other non-current financial assets” amounting 1o EUR 40,152 thousand (EUR 39,233 thousand at 31 December
2017} are mainly comprised of grants due pursuant to Law 488/92 pertaining to wind farms acquireg as part of
the ERG Wind transaction, which are ted-up in the dedicated Escrow Account established by Article 61, paragraph
23, of ftalian Law Decree no. 1172/2008 (corverted by Law no. 133/2008] and awaitng the decision of the Court
o Avelline, amounting to EUR 32 million. Pending the ruling, the Ministry of Economic Davelopment revoked the
contributions pursuant to Law no. 488/62 which had been assigred to the beneficiary compames, with decrees
nolified respectively on 29 Qctober and 3 November 2014. An exiraordinary appea! was promptly filed against the
canceliation decrees, with an appiication for prudential suspensior of the effectiveness of the challenged measures,
currently, a decision is pending on both the suspension application and on the merits of the appeal Pending this
appeal, an 27 July 2015, the payment orders were served ta the companies which the ERG Wind companies have
apnealed before the Court of Genoa, submitting a further application for precautionary suspension The appeal was
accepted, therefere suspending the effectiveness of the payment orders, subject to submission of appropriate bank
sureties by the appellants. With respect to the aforesaid receivables, a liability of an equal amount has been allocated
and it was recogrised in the 2013 consolidated firancial statements as part of the purchase price allocation as a

peotential adjustment ta the acquisition price of the ERG Wind Group (Note 14 - Other non-current liabilities).

NOTE 6- TAXATION

Deferred tax assets

31/12/2018 31nzn2n7
Temporary Temporary

{EUR thousend) differances Tax effect difterences Tax effect
Pravisions for nsks amd charges 77.308 18,7a7 78,490 15387
Tax losses 72,254 16,557 74,656 18614
Dervalive Instruments 107,375 27,830 105,146 25956
Armortization, Depreciation and 'mpairment

of non-current assets 196,515 24513 140,948 27003
Qther Wnte-downs 13114 3,306 12,799 3084
Other 144513 24,533 121605 22,587
Total 521,078 115,521 $33,643 116,625

Deferred tax assets are recognised, provided their future recovery is probable, on the taxable temporary differences
between the carrying amount of recognised assets and liabilives and their tax base and on the tax losses that can be
carried forward.

Therate used te calculate deferred taxes for the itallian companies is the same as the nominal IRES (carporate income

tax) rate (24%), ncreased, where so prescribed, by the IRAP (regicnal Income tax) rate {3.90% - 4 82% - 5 57%).
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The rates for foreign companies consolidated line by line are as follows
- France 25% - 28%,

» Germany 29%;

- UK 17% - 19%;

- Romania 16%;

= Poland 19%;

- Bulgaria 10%.

Deferred tax assets amounting to EUR 115,521thousand (EUR 176,625 thousand at 31 December 2017), are mainly

recognised in view of derivative instruments and allocations ta provisions for risks and charges.

In addition, it is pointed out that.

- deferred tax assets amounting to EUR 3.4 miflian relating to non-deductible interest expense pertaining to the solar
business were recorded In the financia' statermnents;

- deferred tax assels relating to excess interest expense that can be carried forward, amounting to approximately
EUR 37.8 million, referred 10 the ERG Wind Group, acquired in 2013, were not recognised 1n the financial staterments.
In 2018 the amount of the tax benefit not recognised previously and used to reduce the tax charge for the period
amounts to EUR 3 mulhon,

The reasons for not recognising these deferred tax assets are connected to {i) the expiries of the tax consclidation

options of the ERG Wind Group (3112 2019, with the exception of the option with ERG wind Energy, expired con

31.12.2018 and under renewal) and (i) the liability management expectatons that could determine a change to the

financial structure of the ERG Wind sub-Group as early as in 2079 These crcumstances, together with the lack of a

specific tax plan relative to tax consolidation of the ERG Wind sub-Group, resulted in the decision not to recognise

these deferred tax assets in the financial statements

The Group deems it likely that the deferred tax assets recognised at 31 December 20718 wil! be recovered
Deferred tax liabilities

3nz22018 nn22007
Temporary Temporary

(EUR thousand} differences Tax effect differences Tax offect
Price Purchase Allocation 790,500 241008 681,485 213,624
Amortisation and Depreciatior

of Non-Current Assets 121,678 26,380 112,316 27,632
IFRS 9 tax effects 6,421 884 - -
Other 52,300 8045 48,921 9,367
Total 970,439 776,318 842,723 250,622

Deferred tax liabilities are recognised on taxable temporary differences which resuit from adjustments made to the
financial staterents of consolidated companies in order to align them with the Group's accounting standards, as well
as on temporary differences between the carrying amount of recognised assets and habilities and thewr corresponding

tax base.
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The rate used to calculate deferred taxes 1s the same as the nomina! IRES (corporate income tax) rate (24%), Increased,
where 50 prescribed, by the IRAP [regiona) income tax) rate (39% - 5.57%).

Deferred tax liabilities at 31 December 2018 of EUR 276,318 thousand {EUR 250,622 thousand at 31 December 2017),
were allocated mairly on the caprtal gains from the business combinations and fiscally-driven depreciation and

amorhsation,

NOTE 7 - OTHER NON-CURRENT ASSETS

Other non-current assets, equal to EUR 40989 thousand (EUR 45,402 thousand at 31 December 2017} relate mainly to:

+ the partion sull ta be collected, i e EUR 22 millon, of the receivables for grants per Ralian Law 488/92 relating to
wind farms acquired with the ERG Wind transaction. With respect to the aforesaid recevables, a liability of an equal
amount has been aliccatea and it was recognised in the 2013 consaciidated financial statements as part of the
purchase orice allocation as a potertial adjustment 1o the acquisition price of the ERG Wind Group (Note 14 - Other

non-current tiabilities);

+

amaunts of EUR 10 million due as compensation for the hability tied to interest and revaluations on the cantributions
Jnder ltalian Law 488/1992 relating to wind farms acquired with the ERG Wind transaction and revoked by the

Ministry of Econormic Development as discussed more thoroughly in Note 13 - Other Provisions.

NOTE 8 - INVENTQRIES

Material inventories, equal 10 EJR 21,622 thousand (EUR 20,590 theusand at 31 December 2017) relating mainly 10
spare parts which are used mainly in the ordinary maintenance of vand farm installations and the CCGT plant, are
recognised net of the re'ated accumulated depreciation of EUR 3,173 thousand and they are recognised at the fower
amount between the cost determined with the weighted average cost methad and the market value {replacement

cost and/or estirmated realisable value)

NOTE 9 - TRADE RECEIVABLES

Receivables car be summansed as follows:

3112/2008 2207
Receivables frorm customers ¥21 577 141 045
Recaivables for incentives 131 560 115.646
Receivabies f-om Group asscciates 4157 4903
Loss allowance (6.112; (5 503)
Total 251.192 256.090

The itern mairly includes recevables far the supply of electricity to third parties, sale of wtilities to customers operating
at the Privio site and envirormental certificates (feed-in tarff, green certificates ard white certificates).

The value of trade receivables is substantially in line with the previous year
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For information concerning trade recervables to Group companies not consalidated hne-by-line, reference 1s made to
Note 33 - Related parues.

Tne loss allowance changed as follows:

31/12/2018 Increases Decreases IFRS 9 Adoption 31/12/2017
Loss allowance 6112 (24) 300 (885) {5,503}
Total (6,112) (24) 200 (885} (5.503)

The Group assesses the existence of objective evidence of impairment on an individual basis. The impairment tests
are checked at iIndividual company level by the Credit Comm'ttee which meets periodically to analyse the situation of
past due trade receivables and any critical issues related to therr collection.

The increases refer in particular to allocations on doubitful trade receivables relating to the wind business

The decreases relate mainly to utilisations pertaining to the thermoelectric business.

The loss allowance is deemed to be sufficient to address the risk of potential non-collectabilty of past due trade
receivables.

For a detalled analysis of the effect of the application of IFRS 9 an trade receivables, raference is made to the section
Accounting standards, amendments and interpretations applied starting on 1 January 2018

The analysis of the trade receivables existing at year end follows.

The accounts receivable aging is presented net of the related loss allowance.

31/12/2018 3N12/2017
Receivables not past due 239,865 241,770
Racaivables past due:
within 30 days 3,030 9,242
withir 60 days 3,234 1.560
within 90 days 245 475
after 90 days 4813 3643
Total 251,19 256,090
NOTE 10 - OTHER CURRENT ASSETS
N 272018 NN22017
Tax recewvables 18,292 13,840
VAT recevables 37,585 4713
Recewables for 1RES tax conselidation and Graup VAT from ERG S p.A. 27,673 28853
Other receivalies 4,802 3.815
Advances to suppliers and deferrad costs 28,605 23335
Total 117,957 74,357

Tax receivables refate to VAT and withholding tax receivables and other income tax receivables.

The increase compared to 371 December 20717 relates to the VAT assets of the solar business segment companies
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fallowing the Forvel business combination. The portions of deferred fiabifities refate to costs that will manifest
themselves in foltowing years pertaining mainly fo nsurance premiums, state concession fees, purchase of CO, and
utilities,

Other receivables include amounts due as compensation for the fiatility tied to intereést and revafuations on the
cantributions under italian Law 48871992 relating to wind farms acquired with the ERG Wind transaction and revoked

by the Ministry of Economic Deveiopment as discussed more tharoughly in Nate 13 - Other provisions.

NOTE 11 - GROUP EQUITY

Share capital

Share capital at 31 Decemnber 2018 amounts to EUR 10,000 thausand.

At 37 Decemnber 2078, the Company's Shareholders Register, relative to holaers of significant investments, showed
the follawing'

- ERG S.p.A. holds 10.000,000 shares, i e. 100%

Traasury shares

As at the date of this document, Erg Power Generation does nct hold any treasury shares.

Other Reserves

The compastien of equity is shown in the foliowing table:

31242018 N22m7
Share Capita) 100 000 100 00D
Legal Reserve 8863 5.038
Share premiumm reserve 7000 7.000
Extraorcinary Reserve 583G 5830
Operating gramts 961 733 961733
Other reserves 632.107 649 157
Retamed earnings 143351 B5,752
Profit {loss) for the year 150.847 136 592
Equity atiributable to the owners of the parent 2.063.83 1,951,102
Nan-controfiing interests - - -
Equity 1.063.831 1951102

For more details on changes in Other Reserves, refer to the Statement of Changes in Equity.

Dividends
Cividends paid by ERG Rower Generation S p.A to parenf company ERG 8.p.A.in Z018 amounted to €UR 20 miffion.
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The objectives idertfied by the Group for capital management are to safeguard corporate viability, create stakehoider
value and suppert Group development In particular, the Company pursues the maintenance of an adequate level of
capitalisation that allows a satisfactory economic return for shareholders and assures access to external financing
sources, also through the achievernent of an adequate rating. In this cantext, the Group manages its own cap tai
structure and makes adjustrments to it, if changes in the economic conditions require it There were no substantial
changes to the cbjectives. palicies or processes in 2018 For this purpose, the Group constartly monitars the evoition

of the debt o equity ratio, whose data are indicated in Nate 35 - Alternative performance indicators.

NOTE 12 - EMPLOYEE BENEFITS

The item, amounting to EUR 4,748 thousand (EUR 5,157 thousand at 31 December 2017), includes the estimated
liability relating to the benefits payable to employees when they terrminate their employment.

The main assumptions used in determining the actuanal value of the liability relating to post-employment benefits
and their changes during the year are shown below. The discounting rate was determined on the basis of a panel of

corporate securities with maturity of 10 years or more with AA rating.

2018
Discount rate 1 3%
Inflation rate 1.0%
Average trnover rate 3.0%
Average rate of increase of rernuneraticn 15%
Average age 43
31/12/2018 3nz2am7
QPENING BALANCE 5.157 5.973
Change 0 the consolidaton scope - -
Revaluation 112 171
Decreases in the year (522) (536}
CLOSING BALANCE 4748 5157
The decreases are due to departures of employezs and advances to personnel
The fol'owing table shows the impact an the liability as a result ¢f a +/-0 5% change in the discounting rate:
2014
+0 5% crange in discounting rate: lower hatiity (209)

-0 5% change in discounting rate tugher Laoity 229
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There are no particylar risks (either unfareseen or specific) to which the plan expases the entity, or any cther significant
risk congentration,

There are no significant contributions to the Plan because they relate aimost exciusively 5o the revaluation of the
residual value of the post-employmeant benefits allocated untl 33 December 2006 (the defined benefit plans relate

atmost exclusively o the post-employment benefits provided by Arigie 2120 of the iiglian Civil Cooe)

NOTE 13 - OTHER PROVISIONS

Provision for risk and charges - non current portion

_ Changein the
INAINE  incresses  Decreases  hoomSSh congoidation 311212077
scope
Provisions for dismantlement costs 42245 1847 - - 3.843 36,455
Provisians for aon-current tax nsks 11,953 - {3.166} - 5130 8969
E:;"n‘\gsmns for nen-current nstitutional 325 &2 _ _ _ 253
Other prowisions for non-current risks and _ _ _
charges on v
Total 54,522 2,009 (3,183} - 8,993 465,704

Provision for risk and charges - non current portion, amounting to EUR 54,522 thousand (EUR 46,703 thousand at 31

December 2077) comprise marniy liabllilies lied (.

+ costs for the restoration of the site on which the wind farms operate far the larger number of assets recognised as
property, piant and equiprment;

- the provision for disposed businessas as better commented in the following section.

The increases of the year refer mainly to contingent lizbilities tied to risks connected with guarantees provided within

sales of equity irvestments and, residually, to the finarcial revaluation af the costs far the restoration of wind farms

and solar plants

With reference to the provisions for dismantiement costs, the increase refers mainly o the reversat of the discounting

effect. The discounting rates used, according to the reference Countries, are within the range 1%3 5%.

For the ather provisions, no discounting was applied because cf the urcertainty on utilisation times

The decreases during the year mainly refer tc use for costs incurred in the year

The change in the consolidation scope includes amounts described in more dsetail in the correspanding section.
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Provigion for risk and charges - current g9oartion

31/12/2018  tner Decs Recasu: o daton 31122017
scope
:gﬂl:::ef cover losses of investee 527 550 {124) _ - 101
Pravisions for current environmental risks 60 - (18} - - 78
Provisicns far current tax risks 5872 1,664 [2.249) - - 6.383
Provisions for current nstituticnal nisks 24329 113 - - 24,218
Prowtsion far current legal nsks 4 B46 1731 17.009) - - 9,924
g:";eéhfg%‘gssms for current risks 2829 124 {1,444} - 150 4,099
Total 38,304 4,182 {10,841} - 150 44,809

Provision for risk and charges - current portion amounted to EUR 38,304 thousand at 31 December 20° B (EUR 44,809

thousand at 31 Decermnber 2017) and are composed as follows:

The provision for current institutional risks includes:

- the provisian for charges tied to interest and revaluations or the contributions under Italian Law no 488/1992

(EUR 15.2 mifhon), relating o wind farms acqured with the ERG Wind transaction and revoked by the Ministry of

Economic Develapment as discussed more thoroughly in Note 5 The risks connected 1o the revocation of the

aforementioned contributions are covered in the ERG Wind acquisition agreements by specific indemnification

abligations issued by the seller and therefore the refative amount receivable has been recognised in “Other current

assets’;

-

The increases relate mainly to:

- charges to cover losses of investee companies (EUR 0.5 million),

+ tax lingaticn {EUR 1.7 milliony;

+ charges related to the outcorne of projects connected with the wind business (EUR 1.1 million);

+ itermns relating to investees in the wind business (EUR 0.5 million)

The decreases relate mainly to:

the pravision for cantingent risks of foreign companies (EUR 9 milhan) refers to contingent risk concerning Romania.

« utlisation deriving from the settlement agreement following the end of a contractual dispute with a wholesale

customer ongoing smnce 2010 (EUR 2.7 mlion);
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* releases following favourable cutcomes and elimination of the risks relating to disputes regarding the wind business
(EUR 3 3 million);

- utlisation relating to tax disputes arising during the penod (EUR 1.2 million)

For the Pravision for risk and charges - current partion, discounting was not applied by virtue of their classification as

current liabilities,
The change in the cansalidatian scope includes amaunts shown in the section Change in the consolidation scope

NOTE 14 - OTHER NON-CURRENT LIABILITIES

3z2/2o08 311252017
Price of Wind Group acquisition 2821 9827
Payables for prior year taxes from merger of forgign compa-nes 18,554 18,594
Partions of incarme deferred in subsequent years 1971 2141
Gther non-current liabinties 1,730 150
Tatal 32,017 30708
NOTE 15- TRADE PAYABLES
31/12/2018 NNy
Payables to supphers 82,465 70970
Payabies to Group comparnies not consolidated hne by hne 1.461 EAl
Tatal 83926 71,062

These are payables deriving from commercial transactions and are payable within the next year They refer mainly to

payabtes for the purchase of utilities (gas and electricity) and for investments.
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NOTE 16 - NET FINANCIAL POSITION

_Notes 3/1212018 32017
Non-current loans # borrowings -
- current portion of igans and borrowings - -
Finarcal payables 15 ERG S p.A 72,467 98.689
Other non-current lgans and borrowings 17 98 489 102.393
Total 170.955 201.082
Nen-current Project Financing 17 1177551 1114 706
- Current portion of Project Financing 17,21 {145 164) (143.846)
Toal 1.031.388 970.860
Medium-/long-term financial indebtedness 1.202.343 1.171.942
Current bank borrowings 21 K| 39
Current ioans and borrowings 21 11207 2249
‘Total 11.280 2.288
Cash and cash equivalents 12 (47 925) {15.285)
Financial receivables from ERG S.p.A {3) (49 304)
Securities and other current lgan assets 11 (37.660) (18179)
Total (85.587) (82.768)
Current Project Financing 17,21 146164 143 846
Cash and casn equivalents 12 {127 729) (135 737}
Total 18.435 8.110
Short-term net financial indebtedness (55.872) (72.370)
Net Financial Pasition 1.146.471 1.009.571

The net financial position totalled EUR 1,146 million, up by EUR 47 million compared 1o 31 December 2017 mainly due

ta the following impacts and the cash flow during the period net of the investments and changes in operating capital:

+ EUR +450 million overall impact of the transactions described in the sectiocn Change in the consalidation scope;,

- EUR -106 muliian overall impact of the sale of Brackaghboy Windfarm Ltd. mentioned in the section Change in the
consolidation scope;

+ EUR +20 million distribution of dividends 0 ERG S.p A

+ EUR -269 millicn collections of incentives (italy feed-in premium);

+ EUR -20 millicn change in fair value of derivatives on interest rates

Please refer o Nate 19 for a comment on Covenants and negative pledges pertaining to bank payables
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The foliowing table summarises the main characteristics of the project financing existing at 31 December 20"8.

feum thousard} ASSOCIATED FINANCIAL DEBT
Carying Mominal
compeny e mome g ol S Owme A e
Wahiliy Hability
ERG Wind (nvestrments Secured project financing 27.12% 406,138 480007 EUR 2004 2022 RS, average limed mate 4 46%
ERG Echca Adralica Secured project finanming 110,141 89,355 93,470 EJR 2009 225 RS fixed rate 4 176%
TRG Eolica Fossa del Lupo Secured project financirg 95,7467 69.308 o152 EUR 2017 2027 IRS fixed rate 2 26%
ERG Eqlica Gampania Sacured oropect Francing 72123 22,980 23,1492 EUR 2000 2020 IRS fixed rate £ 37%
BRG Eclica Grestra Secured progect inencing 53287 25,008 25807 EUR 2070 025 RS fixedrate 3 27%
ERG Eoiwa Armaran Sacured pegject financing 27907 19,386 200m EUR 2017 2027 IAS fived rate T 68%
Green Vican Secured procect financing 15,080 122 3390 EUR 2008 20°9 L:ﬂa;‘ l‘:‘;’;g‘;‘&i;“‘f
BRG Eafica Faetc Secured project firancing 9109 10,536 10,733 EUR w7 2021 RS fined rate 2 13%
Eollernes du Vent Solare Sacured prossct financing 2825 2,888 2886 £UR 2011 025 fixed rate lcan
Carc Eoker les Margeaur Secured project financing 1,842 1,296 1,306 FUR 2605 2019 IRS average fived rate 5 77%
Part Egligm 08 Hetomesni| Secured projecl financing 1811 m T ELR 005 2079 IRS average fixed rate 5.77%
Parc Eoken de Linus Secured praject financmng 1939 536 543 EUR 2008 2018 IBS average fixed rate 5 77%
Parc Eolien dela Bruyere Saecured project firancing 1933 180 187 EUR 2005 2019 RS average fived rate § 77%
Parc Fonen du Caneau Secured project inancing 1442 m n7 EUR 2005 2016 Floatng rate loan
ERG Edigz Bashcata Secured projec! firaneing 34339 30,337 31,469 EUR 207 2027 RS fixed mte 1 456%
EWOmeta2 SP 200 Securad project financing 45,225 3501 36,361 Tty NG 2029 RS Fxed rae 2 47% (wior)
K &5 Enengy Eood Secured project firancing 42722 14914 15an ER 201273 2022 :Eg 2:2: :::: 'i ;g:
ERG Wang Franee 1 Sacured project financing 42,722 .23 22,457 EUR 016 2025 (RS fixed rate 0165%
ERG Power Setured project Anancing 281,131 48,780 49,292 EUR 00 pieval RS fxed rate 2.77%
Part Folen duRabs Sas Sacured project financing 6,230 623 £,231 UR 203 2027 IRS fixed rate 2 025%
S Foben de Gororles Sacque 12 ¢ cured projest “raneing 5101 5050 5053 ELm 2007 2033 IRS fixed rate 3 75%
gjl': Sﬁ’:‘;ﬁ”‘*""’""”d‘“’f Secured project financing 5713 518 818} EUR 2013 2028 RS fxedrate 201%
Parc Eghen ¢e Oyre Sairt Sauvelr Sa s Secured project financing 10,093 9135 9135 EUR 014 2029  Loan for 40% at fixed rate
Parc Eohien St Riguer 1 5a s Securec projes! finanting 7,247 9267 9,26/ ELR 2009 2027 F xed rate ‘031
ERG Wi 11/ GmbiH & Co KG Secured project inancing 14,340 11.392 11,604 £UR 2013 03¢ Fixed rare loan
‘g‘j’f(g’" Achrmer Vinte Gdk & Secured groect finanaing 1988 4103 2103 EUR 3006 2021 F.eed ryte Ioan
g”ﬂ'g"‘ Cottbuser Halde GmiH& oo reg proyect financing 18927 17547 w8577 EJR 2007 2025 * xed ryte -0an
Pa'c Eglien Chauge Valée S arl Secured project financ ng g9.284 10,685 10,485 ELR m 2027  Loan for 85% at ‘xed rate
Parc Ecken Hauts Moulirs S art Segureq praject finagncing 16,663 070 10770 EUR 2012 2028 Loan for 86% at fired rale
Parc Eclien de Mosvllers Sarl Secuied project inancing 10716 11,240 11240 EuR 02 2027 Fixed rate toan
Parc Eclien Mouims ¢es Cramps S| Secured oroect firanaing 16,716 10,576 10576 EUR 2012 2028 Loan for A8% gt fixed ate
Parc Fafien de St Rquigr 38a s Secured project Anancirg 17473 12000 12960 Eyr q14 2028 Fixed rate foan
Pare Golien de StRxLr 45as Secures project firancing 5858 10,214 10214 Eux 24 2028 F wed rate joan
ERG Wind Dobbericau GmbH & Co 4G Secured projec financing 8436 12285 13.1402 EUR 4 2025 IRS fied rate G 349%
E_ﬁcgg'”‘ Herrersoe Gmbrd oo ey project inancing 208 593 583 EUR 2016 2024 Fixed rate loan
E_‘:G,(gm Qoer Kostera GroeH & Secured project finarcing 6BD 2.20% 2,705 EUR WH 2024 Cixed rate loan
EAG #ind ¥S SmbH & Co G Secured preject ‘inarcing 4792 2674 1574 R 2076 2324 “ied rate foan
£9G Whrd Welchweiler GmiH & Co KG Secwred project inancing 343 933 953 EUR 2016 2024 Frxed rate oan
ERG wind Wessberg GimbH & Ca KB Secured projest inanting 2612 2100 2,100 EUR 2016 2024 Fixed rate loar
FRG Solar Holging S 1! Secured project financing - 162 598 17230 EUR 2006 2030 IRS fixed rate 1 48%
1SAB Energy Solare 5'1) Secured project inancng 2379 2332 2.332 EUR 0m 2028 IRS fiwad rate 2 81%
Par¢ Egien de a val'ee de Torfou Sar' Secured project financing 15476 1898C 12,981 EUR 2007 2034 F ¥ed rate 'oar
Parc Eohen duMeber Sarl Secured xopect firaning g728 10,805 10805 EJR 2035 2031 Fied rate 'oan
Windpak Linda GmibH & Co KG Secvured projec: financng 12137 23808 24,000 EUR 08 2038 Fued rare loan

TOTALE PROJECT FIMANGING 1177550 1,255432
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For further details cn new project financing, please see Note 19 - Covenants and negat-ve pledges,
At 31 December 2018, the weighted average interest rate on loans, borrowings and project financing was 134%
{1.48% at 31 December 2017). The rate indicated does not take into account interest rate hedges.

Please refer to Note 19 for a cormment on Comiments anc negative pledges perta ning to bank payables.

Fair value of hedging derivatives on interest rates
Qther non-current loans and borrowings include liabilities deriving from the fair value measurement of the derivatives

hedging interest rates of EUR 82 milion (FUR 102 millign at 31 December 2017), the details of which are provided

below
Isguing Bank Agreement  Maturity Payable for fair value

(EUR thousand) 31/12/2018 3Nz2/2017
ERG Wind Invesiments Ltd InteS a s anpacla RS 3NNV (29.310) (37.618)
ERG Wind Investments Lt InteS a s anpaolo RS Eiaviys (21,945} (28,163)
ERG Eolica Adrianica S.rl BMNP Panbas BNL s 15/060/22 (4.438; (5.870)
ERG Eplica Adratica Sl ING s 15/06/22 (4,483} (5.870)
EJG Eoliea Adrianca Sl BNP Parbas BNE RS 15/06/22 (4,438) (5.870)
EAG Eolica Adriatica S.rl. BNP Paribas BNL RS 30/06/25 (82} -

EAG Eolica Adnatica S.rl UB) Banca RS 30/06/25 (3 ~

EXG Eolica AdnaticaSrl UniCredit RS 30/06/25 82) -

E3G Enlica Fossa del Lupa Sri ING RS NNL2s (1.678) (1.968)
E3G Eolica Fossa del Lupo Sl Crédt Agricole RS 31/12/25 (1,443) (1.692)
ERG Eallca Fossa del Lupo Sl LCentrobanca IRS 31/12/25 (1.107) (1,299)
ERG Folica Fossa del Lupo Sl Credit Agricoie IRS 3112727 (120} &1
ERG Eolica Campamia Sp A U Credit IRS 31/05/20 (350} {684)
ERG Eolica Ginestra Srl. UniCredit RS 30/06/25 (769) 97N
ERG Eolica Ginestra S.r.l, Certrabanca RS 30/06/25 {769) (977)
FRG Eolica Ginestra Srl. UmiCredit RS 30/06/25 (789} &7
ERG Eolica Amaront Sl ING RS 31712726 {479) {518)
ERG Eolica Amaront Sl Cradit Agricole IRS 31712726 {479) (518
£RG Eolica Amaronm Sri Credit Agricole RS 3111227 9) {5}
ERG Eoiica Faeto St Banco popalare IRS nAun {180) (285}
ERG Eoiica Faeto Sl Umieradit IRS Atz {180) {285
Parc Eolien les Mardeaux S.a s HSH IRS 3041219 a) (53)
Parc Eolien les Mardeaux S.a s H5H IRS 301219 a7 (53)
Parc Folien de Helomesnil Sa s HSH IRS 30/1219 s (20)
Pare Eohen de Hetomesnl Sas HSH IRS 0412119 (14) (52)
Parc Eofien de Lihus Sas HSH IRS 30/12/19 (15) {51)
Parc Eglien de Lihus 5.2 HSH IRS 30412119 (15) (53)
Parc Eolien de la Bryyere Sa s HSH IRS ae12/19 (18) (54)
Parc Eolen de [a Bruyare Sa s HSH iRS 3071219 [aly] (56)
ERG Eolica Basihcata Sri BNP Panbas BNL iRS 30/06/31 (110} 3y
ERG Folica Basilicata Srt Credit Agr cole RS 30/06/31 [galv)] (773)
EWOmeta 28PZ00 ™ ING IRS 3112/29 (120 -

EWOmeta2SPZQ0 ¢ Pekag Bank IRS NN (120) -

K & S Energy Eood Raiffeisen Bank IRS Innz2nse - (169)
K & 5 Energy Ecod Raiffeisen Bank IRS at/12118 - (43)
ERG Power Srl. BNP Panzas BNL IRS Nnun (645} [1,125)
ERG Power Srl. InteS a.s.anpaclo IRS NN {646} {1125
ERG Power Srl Credil Agricole RS annyn (5°8) (902)
ERG Power 511 Santander IRS NN (103) (179)
ERG Power Sr) Centrobanca RS 3nnun (103) {179)

ERG Power 5ri ING RS 3nin (103) (179)
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ssuing Bank Ag t Maturity Payable for fair value
{EUR thousand) 3122018 n/mzzm7
Parc Eghen Du Patis Sas Credit Cooperahf IRS 024/08/27 (2086} {231)
Parc Eglen DU PatisSas Credit Cooperatif RS 0/0027 209 {230)
Parc Eolien de Garcelles Secqueville S as Nord L3 RS 30406423 (394} (559)
Sas Socete de exploitation du PE dela Souterrane Credit Cooperalif RS 29/12/28 {530) (580}
Parc Egien de Oyre Saint Sauveur Sa s Natixis RS Qv/07/29 {350} (375)
Parc £plien St Riquier 1 Sas Saar IRS. 31/12/24 (205} {165)
ERG Wind 117 GmbH & Co KG Commerzbank RS 229 {328) {301)
ERG Wind 117 GmbH & Cc KG Commerzbank RS 3430 i17) (68)
ERG wWind Cobbérkau GmbH 8 Co KG Nore LB RS 311425 (407} {429)
ERG Solar Holding Sl InteS a.s arpaclo RS 30/06/30 (319) -
ERG Soiar Holaing S+ UB!Banca RS 30+06/30 {320) -
ERG Solar Haldng Sl UnCredit RS 30/06/30 1378 -
ERG Soiar Halding Srl intes a s anpacko RS 30/08/30 (148) -
ERG Solar Holding S11 UBI Banca IRS 30/06/30 (148) -
ERG Solar Holding Sri UniCradit IRE 30/06/30 (179) -
ISAB Energy Scigre Sei Inle2S 2 5§ anpaala IRS 30/06/29 {319} -
TOTAL (87,597} 102,361)

(1) the balance of *he subject denvat.ve at 31 Decernber 2017 § positive and cassfied under inancial assets

Non-current financial liabilities for the purchase of equity investments

Theitem includes nan-currert financizl liabilities for foreign acquisitons of companies operating in the wind business

QOtker current financial receivables
ihese manly include amounts due from kUG - kuropéan Commodity Clearing, relating Lo the nitargin of fues

contracts stipulated (EUR 37 million)

Cash and cash equivalents

The itern consists of cash generated by group activities and non-recurring transactions of previols years, deposited
on a short-term basis at the banks with which the Group works.

The iterm includes the balance in the accounts of ERG Power Sr.l and the wind and solar investees of ERG Power
Generation S.p.A acgording to the restrictions on use sel forth in the relative project financing agreements

With regard to restricted liquidity, please refer tc Note 19 - Covenants and negative pledges.

it is not necessary to provide a reconciliation with the cash and cash equivalents presented in the statement of cash

flows, because the value is the same
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NOTE 17 - OTHER CURRENT LIABILITIES

31/12/2018 nz207
Tax payables 10,969 5862
Tax payables o parent company ERG S p.A for Tax consolidation and Group VAT 40,653 27724
Payables to employess 297 2,293
Payables to pensian and social secunty institu-tians 2777 2,587
Other current liabilities 10811 9,277
Total 68,182 47,743

NOTE 18 - GUARANTEES, COMMITMENTS AND RISKS AND FUTURE
MINIMUM PAYMENTS OF THE OPERATING LEASES

Sureties given (EUR 62,684 thousand)
These are mainly guarantees provided in favour of third parties, guarantees by the direct parent company ERG S.p A.
These are mainly counterparties wath which commercial dealings were carried out, as well as a guarantee in favour of

the Italian electricity market operator (GME) directed at allowing operations on said market.

Other Guarantees and commitments made (EUR 7,018 thousand)
The other guarantees and commitments made refer mainly t¢ comrmitments related to the Group's information

systems.

Future minimum payments - leases as lessee

The Group employs properties, warehouses, land, substations and vehicle pool held through operating leases. The
average term of the operating leases depends on the type of agreement (approximately 5 years for properties and
warehouses, 3 years for the vehicle pooi, 20 years for the substations and an average of 15 years for the land) with the
possibility of renewing the lease after these dates. Some leases provide for addibonal payments that depend on the
changes of the local price index

At the report.ng date, the future minimum payrments S for irrevocable operating leases were the fallowing:

(EUR thouzand) 2018
Future minimum payments

Within the year 6254
Between one and five years 21 841
Beyond Fve years 51.207
Total Future Minimum Payments 79.302

The amounts recognised in the profit for the year 2018 in refation to the abcve agreements are in ine with the future

minimum payments that will be incurred within the next year {EUR & rmullion).

5 Agreements with iess than 12 manths duration and of nen-significant amaunt were excluded from the computatian of future MirMum payments,
along with any renewals of the agreerments existing at the date of the present document
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NOTE 19 - COVENANTS AND NEGATIVE PLEDGES

The charactenstics of existing loans / project financing and of the related covenants.

At the reporting date, all the covenants on the Group's loans had been satisfied.

ERG Power S.r.1. Project Financing

In December 2009, the Company stipulated with a Group of international banks (Banca 1ML, BNP Paribas, Banco

Santander, Crédit Agricole Corporate and Investment Bank, Centrobanca, ING Bank, MPS Capital Services, UniCredit

Mediocredito Gentrale, West! B) a limited recourse Project Financing agreement for an amount of EUR 330 million

The Agent of the project 1s Un:Credit Mediocred'io Centrale.

The loan was issued in April 2010 fallowing fulfilment of all the conditions precedent prescribed by the agreement

itself.

The agreernent, directed at issuing a loan for the repowering of 2 CCGT plant, required the following guarantees for

payment of amounts and fulfilment of all obligations deriving from the loan agreement:

+ the establishment of a first mortgage in favour of the credit institutions disbursing, on the property owned by the
Company and on the real eslate on which a surface right thereof stands;

+ the estabishment of a specal lien on the plant, machinery, capital equipment, raw materals, work in progress,

finished goods, iInventories and receivables deriving from sales of such assets apave certain value thresholds,

the estaolishrment of a pledge an recewvables deriving from the mamn project coniracts and on the project current

acceounts of ERG Power;

the maritoring of the incorming and outgoing flows fram financial managernent by the lending banks
Theguarameesssued also include, inter alia, the pledge or 100% of the company's share capital and onthe company's
restricted bank accounts (EUR 10 6 million at 31 December 2018)

Lastly, the Project provides for a negative pledge. safeguarding the creditor's rights, on the assets pledged by the
debtor as guarantee for loan repayment. Therefore, in principle, ERG Power may not provide additional guarantees,
with the standard exceptions for this type of gperations. The duration of the guarantees is lied to the repayment of the
ioan agreement The loan is also subject to the following covenants:

- Historical and Prospective Annual Debt Service Coverage Ratio (DSCR): calculated, fo- each 12 month period
preceding and following each calculation date, as the ratio between the project's cash fiow after the VAT flows and
the total amount of debt repayment preseribed by the arnortisation schedule of the prncipal of the base credit hre
and of the sum of interest, feas, costs paid or to be paid in relation to the credit Yines and of the sums paid or to be
paid by the company to the hedging finarcial institutons ar by the hedging financial Institutions to the company
according to the hedging contracts. If the Historical and/or Prospective DSCR are 'ess than 115, ERG Power Sl
may not distribute dividends 1o the sharehbolders, nor may it repay subaordinated loans without prior authorisation by
the financial institut.ons. If the Ristorical DSCR is less than 105 and the campany does nat take any contractually
agreed remedy, the financial institutions may request termination of the financing agreerment and the calling n of

guarantees
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- The Loan Life Cover Ratio (LLCR) is calcu-ated as the ratio between the net present value - discounted at the
weighted average cost of capital = of operating cash flows expected by the company between the date of calculation
and the liability’s maturity year and the amount of the liability existing as of the calculation date If it Is less than
120, ERG Power S.rl. may not distribute dividends to the shareholders, nor may it repay subo-dinated loans without
prior authorisation by the financial institutions. If the value is less than 1.10 and the company dees not take any
contractually agreed remedy, the financial institutions may request termination of the financing agreement and the
calling in of guarantees
in relation to the Project Financing of ERG Power S.r.l, starbing from 30 June 2017, compliance with the following
covenants is required, to be calcutated every six months on the consalidated data of the ERG Group
- Ratio petween Consolidated Adjusted Net Financial Position and Consolidated Adjusted EBITDA (Adjusted NFP/

Adjusted EBITDA) if it1s higher than 4.0, the company may not distribute dividends to the shareholders, nor may
it repay subordinated loans without prior authorisation by the financial institutions.

- Ratio between Gonsolidated Adjusted EBITDA and Consolidated Adjusted Financial Income if 11 is lower than 3.0,
the campany may not distribute dividends to the sharehoiders, ner may it repay subordinated loans without prior
authorisation by the financial institutions

Failure to comply with the aforesaid covenants for three consecutive times entails the partial early repayment of the

loan for an amount equal to the excess cash fiow defined contractually and kept in restricted bank accounts in the

three previods periods

Loan entered into in June 2007 by the company ERG Eolica Faeto S.r.l. (farmerly Ecs 4 Faeto S.ri)

The quarantees issued entail the mortgage of real estate, a special lien on assets, a pledge on 100% of the company's

share capital and on the company’s restncted bark accounts (EUR 6.4 million at 31 December 2018) of the company

in addition to a letter of comfort of ERG Renew S ¢ A. The loan is also subject to the following covenants and negative
pledges:

« Histarical Debt Service Coverage Ratio (DSCR): caiculated as the ratio between the project’s cash flow after the
VAT flows for repayment of the principal amount of the VAT lire, for the current half-year and the preceding one and
the total amount of debt repayment prescribed by the amartisat:on schedule of the principal of the base credit line
and of the sum of interest, fees, costs paid or 1o be paid in relation to the credit lines and of the surms paud or to be
paid by the company to the hedging financial institutions or by the hedging finangial Institutions to the company
according 1o the hedging contracts f i s less than 1.10, ERG Eolica Faeto Sr.| may not distribute dividends to the
shareholders, nor may it repay subordinated loans without prior autharisation by the financial institutions. If the
value is less than 1.05 and the company does not take any contractually agreed remedy, the financizl institutions
may request termination of the financing agreement and the calling in of guarantees.

- The Project provides for a negative pledge, safeguarding the creditor’s rights, on the assets pledged by the debtor as
guarartee for loan repayment. Consequently, ERG Eolica Faeto S.ri. rnay not issue further guarantees on its assets

except in the event of guarantees required by law.
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The guarantees issued entait the rrortgage on surface rights, a special lien on properties, a pledge on 100% of share
capital, on the receivables and on the company's restricted bank acceunts (EUR & 8 million at 31 December 2078)

The loan is also subject to the following covenants ard negative pledges

Average Debt Service Coverage Ratic {ADSCRY): it is determined on 30 June and 31 December of each year and it
15 calculated as the ratio between the project’s cash flow after the VAT flows for the two previous half years and
the tatal amount of debt repaymen: prescribed by the amortisation schedule of the principal of the base credit line
and of the preferential loan, the surn of interest, fees, costs paid or to be paid in relation to the credit lines and of the
sums paid or to be paid by the company to the hedging financial institutions or by the hedging financial institutions
to the company accoraing to the hedging contracts.

Ifitis less than 1.10, Green Vicari S.rl. may not distribute dividends ta the sharehalders, nor may it repay subordinated
loans withaut priar authorisation by the financial institutions. If the value 1s Jess than 1.05 and the company does net
take any contractually agreed remedy, the financial institutions may request termination of the financing agreement
and the calling in of guarantees.

- The Project prawides for a negative pledge, safeguarding the creditar’s rights, on the assets pledged by the debtor

as quarantee far loan repayment. Consequently, Green Vicari Srl. may not issue further guarantees an its assets

Financing pertaining to the construction of the five wind farms situated in France. Parc Eolien de Lihus,

Hetormesnil, Bruyére, Carreau, Mardeaux

The guarantees issued entail the mortgage of real estate and a pledge on 100% of the company's share capital

and restricted bank accaunts {EUR 14 million at 31 December 2018). The loan is subject to the following financial

covenant wth regard to dividend distribution.

- Historical Debt Service Coverage Ratio (DSCR). calculated as the ratio between the project's cash fow after the
VAT flows for repayment of the principal amount of the VAT line, for the current half-year and the preceding one and
the total amount of debt repayment prescribed by the amortisation schedule of the principal of the base credit line
and of the sum of interest, fees, costs paid or to be paid in relation to the credit lines and of the sums paid or tc be
paid by the company to the hedging financial institutions or by the hedging financial institutions to the company
according to the hedging contracts If it is less than 110, the French companies may not distribute dividends to the

sharetolders, ror may it repay subcrdinated icans without prior authenisation by the financial institutions.

The Contract also provides for a negative pledge, safeguarding the creditor's rights, on the assets pledged by the
debtor as guarantee for loan repayment. Consequently, the French caompanies may nat issue further guarantees

on the assets

Loan entered into by the company Ecliennes du Vent Solaire § a.s for the construction of a wind farm
situated in France

The guaraniees issued entall the mortgage of real estate and a pledge on 10G% of the company’s share capital and
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restricted bank accounts {EUR 0.9 million at 31 Decemaoer 2018) The loan is also subject to the following covenants

and negative pledges:

Debt Service Coverage Ratio (DSCR): caleulated as the ratio between the project’s cash flow after the VAT flows
for repayment of the principal amount of the VAT line, for the current half-year and the preceding one and the tota:
arnount of debt repayment prescribed by the amartisation schedule of the principal of tne base credit line and of
the sum of interest, fees, costs paid or to be paid in relation to the credit lines. If it 1s less than 1.15, Ealiennes du
Vent Solaire S.a s. may not distribute dividends to the shareholders, nor may It repay subordinated loans without
prior authorisation by the financial institutions. If the value 1s less than 110 and the company does not take any
contractually agreed remedy. the financial nstitutions may request termination of the financing agreerment and the
calling in of guarantees.

The Project provides for a negative pledge, safequarding the crediter's rights, on the assets pledged by the debter
as guarantee for loan repayment. Therefore, Eoliennes du Vent Solaire S.a.s rmay not issue further guarantees on

its assets.

Loan entered into in January 2010 by the company ERG Eolica GinestraSrl.

The guarantees issued entail the martgage of real estate, a special lien on assets, a pledge on 100% of the company’s

share capital and on the company's restricted bank accounts {EUR 5.0 million at 31 December 2018). The loan is also

subject to the following covenants and negative pledges:

Historical and Prospective Debt Service Coverage Ratio {DSCR): calculated, for each 12 month period preceding
and foliowing each calculation date, as the ratic between the project's cash flow afier the VAT flows and the total
amount of debt repayment presenbed by the amortisation schedule of the principal of the base credit tine and of
the sum of interest, fees, costs paid or ta be paid in relation 1o the credit lines and of the sums paid or to be paid by
the cormpany to the hedging financial institutions or by the hedging financial institutions to the company according
to the hedging contracts. If the Historical and/or Prospective DSCR are less than 115, ERG Eclica Ginestra S.rl. may
not distribute dividends to the shareholders, nor may it repay subordinated Ioans without prior autherisation by
the financial institutions. If the Historical DSCR is fess than 1.05 and the company does not take any contractually
agreed remedy, the financial institutions may request termination of the financing agreement and the calling in of
guarantees.

The Loan Life Cover Ratio (LLCR) I1s calculated as the ratic between the net present value - discounted at the
weighted average cost of capital - of operating cash flows expected by the company between the date of caiculation
and the liability'’s maturity year and the amount of the liability existing as of the calcuiation date If it is less thar
1.20, ERG Eolica Ginestra S.r |. may not distribute dividends to the sharehclders, nor may it repay subordinated loans
without prior authorisation by the financial institutions. If the value is less than 1.10 anc the company does not take
any contractually agreed remedy, the financial institutions may request termination: of the financing agreement and

the calling n of guarantees.
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The Project provides for a negative pledge, safequarding the creditor’s rights, on the assets piedged by the debtor
as guarantee for loan repayrment. Conseguently, ERG Eclica Ginestra Srl may not issue further guarantees on its

assets except in the event of guarantees required by law

Loan entered into in October 2009 by ERG Eohca Adristica S+ (formerly IVPC POWER 55 p.A)

The loan was restructured on 29 June 2018.

The guarantees issued entail the mortgage of real estate, a special lien on assets, a pledge on 100% of the company's

share capital and on the ccmpany's restricted bank accounts (EUR 9.0 million at 31 December 2018).

The baseline of the loan 1s subject to the following covenants and negative pledges:

.

Historical and Prospective Debt Service Coverage Ratio (DSCRY: calculated, for each 12 month period preceding
and following each calculation date, as the ratio between the project’s cash flow after the VAT flows and the total
amount of debt repayment prescribed by the amaortisation schedule of the principal of the base credit kne ang of the
sum of interest, fees, costs paid of ta be paid in relation to the credit ines and of the sums paid or ta be paid by the
company to the hedging financial institutions or by the hedging financial Institutions to the company accurding 1o
the hedging contracts If the Historical and/or Prospective DSCR are less than 715, ERG Eaolica Adriatica S rl. may
not distribute dividends to the shareholders, nor may it repay subcrdinated ioans without prior authorisation by the
finaneial institutions If the Histoncal and/or Prospective DSCR are less than 1.05 and the company daes not take
any contraciually agreed remedy, the financial institutions may request termination of the financing agreemert and
the calling in of guarantees.

The Project provides for a negative pledge, safeguarding the creditor's nights, on the assels pledged by the debtor
as guarantee for loan repayment Conseguently, ERG Eolica Adnatica Sri may not issue further guarantees on its

assets except in the event of guarantees required by law

Loan enteredinto in October 2007 by the company ERG Eolica Campama (formerly IVPCPOWER 3S.p.A)

The guarantees 1ssued entail the mortgage of real estate, a special lien on assets, a pledge on 100% of the company’s

share capital and on the company’s restricted bank accounts (EUR 10.8 million at 31 December 2018) The loanis also

subject to the following covenants and negative pledges:

Historical and Prospective Debt Service Coverage Ratic (DSCR): calculated, for each 12 morth period preceding
and following each calculation date, as the ratio between the project’s cash flow after the VAT flows and the totai
amaount of debt repayment grescribed by the amortisation schedule of the principal of the base credit ine and of
tne surm of interest, fees, costs paid or to be pand in relation to the credit lines and of the sums paid or to be paid by
the company to the hedging financial institutions or by the hedging financial instwtions 1o the company accarding
to the hedging contracts. If the Historical and/or Prospective DSCR are less than 1.15, ERG Eolica Campania S.p.A.
may not distribute dividends to the sharghoiders, nor may it repay subordinated loans without prior authorisatior

by the financial instrtutions. if the Histarical and/or Praspective OSCR are less than 1.05 and the company does not
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take any contractua ly agreed remedy, the financia institutions may request termination of the financing agreement
and the calling in of guarantees.

The Project provides for a negative pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment Consequently, ERG Eolica Camparua §.p.A may not issue further guarantees on

its assets except in the event of guarantees required by law.

Loanissuedin March 2012 to the company ERG Eolica Fossa del Lupo S rl, in April 2013 1o the company

ERG Eolica Amaroni Srl and in 2014 to the company ERG Eolica Basilicata S.rl.

(nhereafter, the "Companies”} were jointly renegotiated as from 3Q June 2017

The guarantees 1ssued entail the mortgage of real estate, a special lien on assets, a pledge on 100% of the company's

share capital and restricted bank accounts (EUR 10.7 million at 31 December 2018). The loan is also subject 1o the

following covenants and negative pledges:

Historical and Praspective Debt Service Coverage Ratio (DSCRY: calculated, for each 12 month period preceding
and following each calculation date, as the ratio betweer the projects’ cash flow after the VAT flaws and the total
amount cf debt repayment (base line) prescribed by the amartisation schedule of the principal of the base credit
line and of the sum of interest, fees, costs paid or to be paid in relation to the credit lines and of the sums paid or
to be paid by the Companies to the hedging financial institutions or by the hedging financial institutions to the
company according to the hedging contracts. If the Historical and/or Prospective DSCR are less than 1.15, the
Companies may nat distribute dividends to the shareholders, nor may it repay subordinated loans without prior
authorisation by the financial institutions If the Historical DSCR is less than 105 and the Campanies do not take
any contractually agreed remedy, the financial institutions may request termnation of the fingncing agreement and
the calling in of guarantees.

The Loan Life Cover Ratio (LLCR) i1s calculated as the ratio between the net present value - discounted at the
we ghted average cost of capital - of aperating cash flows expected by the Company batween the date of calculation
and the liability's maturity year and the amount of the liability existing as of the calculaion date. If the value is less
than 1.05 and the Companies does not take any contractually agreed remedy, the financial institutions may request
termination of the financing agreement and the calling in of guarantees

The Project provides for a negative piedge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment. Censequently, the Companies may not issue further guarantees on their assets

except in the event of guarantees required by law.

Loan granted in 2008 to ERG Wind Investments Ltd.

The loan is subject to the following covenants and negative pledges:

Covenants

The main financial covenant is the HDSCR (Historical Debt Service Cover Raun), which is calculated with half-yearly
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peniodicity, with reference to the cash flows generated in the last 12 preceding months, with respect to the payment
of the financial debt (princ.pal, interest, fees and swaps) of that period.

A DSCR iower than 105 would constitute an event of defautt of the Project Finance For dividend distrbution, a
DSCR above 1.151s required.

Security Package

To guarantee the commitments made i accordance with the loan agreement, the execution of guarantee
agreements gaverned by regulations pertaimng to different jurisdictions is required.

The guarantee documents indicated in the loan agreement include, inter alia, pledges on shares, pledges on
stock, assignment of credits (also ralating to insurance credits), pledges on current accounts (EUR 30 million at 31

December 2018).

Loan issued in November 2015 to the company EW Qrmeta 28P. 2 0.0

The guarantees issued entail the martgage of real estate, a special lien on assets, a pledge on 100% of the share

capital of W Qrneta 2 SP. Z.0.0. and on 100% of the share capital of Blachy Pruszyriski - Energia SP. Z. 0 O and Hydro

Inwestycje SP. Z 0 0. acquired by EW Qrneta 2 SP. Z.0 0. on 24 May 20177 and on the restricted current accounts of

EW QOrneta 2 SP. ZO 0 {EUR 6 4 millicn at 31 Decermber 2018). Tre loan is also subject to the fallowing covenants

and negative pledges

Historical and Prospective Debt Service Coverage Ratio {DSCRY). calculated, for each 12 month period preceding
and following each calculation date, as the ravo between the project’s cash fiow after the VAT flows and the Lolgl
amount of debt repayment prescribed by the amortisation schedule of the principal of the base credit line and of
the sum of interest, fees. costs paid or 1o be patd in relation to the credit lines and of the sums paid or to be paid by
the cornpany to the hedging financial institutions or by the hedging financial institutions ta the company according
to the hedging contracts.

If the H.storical and/or Prospective Debt Service Coverage Ratic (DSCR) are less than 1.20, EW Orneta 2 SP. 2.0.0.
may not distribute dividends to the shareholders, no- may it repay subardinated loans without pnor authornisation
by the financial institutions.

if the Historical CSCR is less than 110 and the company does not take any contractually agreed remedy, the financial
institutions may request termination of the financing agreement and the calling in of guarantees.

The Loan Life Cover Ratio (LLCR) s calculated as the ratia between the net present value - discounted at the
weighted average cost of capital - of operating cash flows expected by the company between the date of calculation
and the liability’s maturity year and the amount of the liability existing as of the calculation date. f less than 115, EwW
Qrneta 2 SP. Z.0.Q. may not distribute dividends to the shareholders, nor may it repay subordinated loans without
prior authorisation by the financial Institutions. If the vaiue is less than 110 and the company does not take any
contractJally agreed remedy, the financial institutons may request termination of the financing agreement and the

caliing m of guarantees

195
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The guarantees issued ental the mortgage of real estate, a special lien on assets and a pledge on 100% af the

company's share capital and oh the company’s restricted bank accounts (EUR 2.2 milion at 31 December 2318} The

loan is also subject to the following covenants and negative pledges

Historical and Prospective Debt Service Coverage Ratio (DSCR}: calculated, for each 12 month period preceding
and foliowing each caiculation date, as the ratio between the project’s cash flow after the VAT flows and the total
amount of debt repayrment prescribed by the amortisation schedule of the principal of the base credit fine and of
the sum of interest, fees, costs paid or to be paid in relation to the credit lines and of the surms paid or to be paid by
the company to the hedging financial institutions or by the hedging financial institutions to the company according
to the hecging contracts If the Historical and/or Prospective DSCR are less than 1.20, ERG Wind Bulgana may
not distribute dividends 10 the shareholders, nor may it repay subordinated lcans without prior autharisation by
the financial institutions. If the Historical DSCR is less than 110 and the company does not take any contractually
agreed remedy, the financial institutions may request termination of the financing agreement and the calling in of
guarantees.

The Project pravides for a negative pledge, safequarding the creditor's rights, on tne assets pledged by the debtor
as guarantee for loan repayment, Consequently, ERG Wind Bulgaria may not issue further guarantees on its assets

except in the event of guarantees required by law.

Loan granted in August 2016 to ERG Wind France 1

The guarantees issued entail the mortgage of real estate, a special l'en an assets and a pledge on 100% of the

company's share capital and on the company's restricted bank accounts (EUR 8.4 million at 31 December 2078). The

loan s also subject to the following covenants and negative pledges:

- Historical and Prospective Debt Service Coverage Ratic (DSCR). calculated, for each 12 month period preceding

and following each calculation date, as the ratio between the project’s cash flow after the VAT flows and the total
amount of debt repayment grescribed by the amortisation schedule of the principal of the base credit line and of
the sum of interest, fees, costs paid or to be paid in relation to the credit lines ard of the sums paid or to be paid by
the company to the hedging financial institutions or by the hedging financial institutions to the cornpany according
to the hedging contracts If the Historical and Prospective DSCR are less than 1.20, ERG Wind France 1 may not
distribute dividends to the sharehoclders, nor may it repay subordinated loans without prior authorisation by the
financial institutions 1f the Historical DSCR is less than 110 and the company dces not take any contractually
agreed remedy, the financial institutions may request termination of the financing agreement and the calling in of
guarantees.

The Froject provides for a negative pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repaymerit Consequently, ERG Wind France 1 may notissue further guarantees an its assets

exceptin the event of guarantees required by law.
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Loans acauired through the Impax Asset Manacement Graup business combination

Loan taken out by Parc Eolien de Garcelles Secqueville S a.s. with Norddeutsche Landesbank on

18 March 2007 and exprring on 30 June 2023

« No specific financial covenant has been provided

+ The negauve pledges are those which are typical of project financing and they refer to the shares of the Company.
its assets and current accounts.

* Since no calculation of a specific financial covenant is provided, the saie condition to proceed with distribution is

that the DSRA - Debt Service Reserve Account - must be fully funded

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 1.1 million at

31 December 2018)

Loar taken out by Parc Eolien de la Chaude Vallée S ar.l. with Natixis and Bpfrance on 7 October 2011

and expiring on 30 Septermber 2027

* The man financial covenant is the DSCR {Cebt Service Coverage Ratio} which historically must exceed 1.05. Faiture
te comply with the minimum value of DSCR ig an event of default of the loan.

+ Tne negative pledges are those which are typical of project financing and they refer 1o the shares of the Gompany,
its assets and current accounts.

+ The main condition for distribution is that the DSCR must be higher than 115

The guarantee documents indicated in the loan agreement include pledges on current accounts {EUR 1.3 milion at

31 December 2018)

Loan taken out by Parc Eglien Hauts Moulins S arl with Landesbank Baden-Wurttemberg on 13 June
2072 and expinng on 30 Noavermnber 2028
- The main financial covenant is the DSCR (Debt Service Coverage Ratio) wrich historically must be 1.05
Failure to comply with the rminimum value of DSCR is an event of default of the Joan - The negative pledges are
those which are typical of project financing and they refer to the shares of the Company, its assets and current

accounts.

The man conditions for distribution are: DSCR ighers than 1.35; fully funded DSRA - Debt Service Reserve Account.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 12 miltion at

31 December 2018).
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+ The main financial covenants are:
- the DSCR (Debt Service Coverage Ratio) which historically must exceed 1.05;
- the Qutstanding debt/Equity ratio (with the denominator being equal to equity + shareholder loans) higher than or
equal to 4
Failure to comoly with one of the two cavenants is an event of default of the loan.
+ The negative pledges are those which are typical of project financing and they refer o the shares of the Company,
its assets and current accounts
The main conditions fer distribution are: DSCR higher than 1.15; fully funded DSRA - Debt Service Reserve Account
The guarantee docurments indicated in the loan agreement include pledges on current accounts (EUR 0.6 million at

31 Decemnber 2018).

Loan taken out by S.a.s. Societe d'Explaitation du Parc Eolien de La Souterraine with BP France on
11 October 2013 and expiring on 31 December 2028
+ The main financial covenants are:
- the DSCR {Debt Service Coverage Ratio) which historically must exceed 1.09;
- the Dutstanding debt/Equity ratic (with the denominator being equal to equrty + sharehalder loans) higher than or
equal to 82 35/1765
Failure to cormply with one of the two covenants is an event of default of the loan.
- The negative pledges are thgse which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts.
The main conditions far distribution are: DSCR higher than 115; fully funded DSRA - Debt Service Reserve Account.
The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 0.3 milion at

31 December 2018).

Loan taken out by Parc Eolien de Morvillers S.ar | with Natixis and Bpfrance on 23 August 2012 and

expiring an 30 November 2027

+ The main financial covenartis the DSCR (Debt Service Coverage Ratio) which historically must exceed 1.05. Failure
to comply with the minimum value of DSCR is an event of default of the loan

+ The negative pledges are thase which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts

+ The main conditicn for distribution is that the DSCR must be higher than 1.15.

The guarantee dacuments indicated in the loan agreerment include pledges on current accounts (EUR 1.2 mullion at

31 December 2018).
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« Themain financial cavenant is the DSCR (Defit Service Coverage Ratio) which histarically must exceed T05. Failure
to comply with the minimum value of DSCR is an event of default of the loan.

« The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts

« The main conditians for distribution are: DSCR higher than 1.15, fully funded DSRA - Debt Service Reserve Account

The guaraniee documents indicated in the loan agreement include piedges on current accounts {EUR 1 2 millicn at

31 Decembier 2018).

L.oan taken out by Parc Eclien de Oyré Saint Sauveur S.a s con Natixis an 24 April 72014 and expiring on
30 June 2029

The main financial covenants are:

- the DSCR (Debt Service Coverage Ratio) which historically must exceed 1 05;

- the Qutstanding debt/Equitly ratio (where the denominater is equal to equity + shareholder loan) which may not
exceed 85/15 until 1 June 2019, 90/10 between 1 June 2019 and 1 June 2024; 95/5 between 1 June 2024 and 1
June 2029

Failure to comply with one of the covenants 1s an event of default of the loan.

- The negative pledges are those which are typica!l of project finaneing and they refer to the shares of the Company,
its assets and current accounts

- The main condition for distribution is that the DSCR must be higher than *15.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 0.9 mill'on at

31 December 2018).

Loan taken cut by Parc Ealien de Saint Riguier 1 can Landesbank Saar an 31 Mareh 2009 and expiring

on 30 December 2027

+ The main financial covenant is the DSCR (Debt Service Coverage Ratio) which historical'y must exceed 1.4¢ for
distribution to taxe place. Distributions are in no case allowed i the years from 2014 to 2018 and from 2024 ta
2026.

+ The negative pledges are those which are typical of project financing and they refer to the shares of the Company,

its assets and current accourts

The guarantee documents indicated 'n the ioan agreement wnciuce ptedges on current accounts (EUR 4.7 miltion at

31 December 2018}
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expnng on 30 Cecerrber 2028

+ The main financiai coverant is the DSCR (Debt Service Coverage Ratio) which historically and prospectively must
exceed 105

- The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts

«+ The main conditions for distnbution are. DSCR nigher than 118; fully funded DSRA  Debt Service Reserve Account

The guarantee docurnents indicated in the loan agreement include pledges on current accounts (EUR 1.1 million at

31 December 2018).

t oan taken out by Parc Eolien de Saint Riquier 4 S a.s. with HSH Nordbank AG on 37 March 2014 and

expiring on 30 December 2028

+ The rmain financial covenant is the DSCR (Debt Service Coverage Ratio} which histarically and prospectively must
exceed 1.05

- The negative pledges are those which are typical of project financing and they refer to the shares of the Company.
its assets and current accounts

+ The main conditions for distribution are DSCR higher than 1.10; fully funded DSRA - Debt Service Reserve Account

The guarantee documents indicated n the loan agreement include pledges on current accounts (EUR 13 miliion at

31 Decernber 2018).

Loans taken out by Windpark Achmer Vinte GmbH & Co KG with DKB Deutsche Kreditbank on

14 February 2006 and 23 February 2006, expiring on 31 December 2021

+ No specific financiat covenant has been provided.

- The negatve pledges are these which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts.

- Since no calculation of a specific financial covenant is provided, the scle condition to proceed with distribution is
that the DSRA - Debt Service Reserve Account - must be fully funded. In additon, the lending bank has to expressly
approved the distribution request.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 2.3 million at

31 December 2018).

Loans taken out by Windpark Cottbuser Halde GmbH & Co KG with DKB Deutsche Kredithank on
27 October 2007 and 9 November 2006, expiring on 31 December 2025

- No specific financial covenart has been provided.

- The negative pledges are those which are typical of project financirg and they refer 1o the shares of the Company,

its assets and current accounts
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- Since no calcuiation of a specific financial covenant 1s provided, the sole condition to proceed with distributign is
that the DSRA - Debt Service Reserve Account - must be fully funded.
The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 3 8 million at

31 Decamber 2018).

Loan taken out by ERG Wind 117 GmbH & Co. KG with Commerzbank on 6 August 2013 and expiring on

30 December 2030

+ The main financial covenant is the DSCR (Debt Service Coverage Ratio) which must exceed 1.05 historically and
110 prospectively Failure to comply with the minimum values of DSCR 1s an event of defaull of the loan

- The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts

« The main conditions for distribution are. Histerical DSCR higher than 1.05, prospective DSCR higher than 1.10; fully

funded DSRA - Debt Service Reserve Account.

The guarantee docurments indicated in the loan agreement include pledges on current accounts (EUR 1.3 rmillion at

31 December 2018).
Loans acquired through the FarVei business combination

Loan granted in August 2016 to ERG Solar Holding S.rl (formerly FVH1 Srl)

The guarantees issued entail the mortgage of "eal estate, a special lien on 3ssets and a pledge on 100% of the

company's share capital and on the cormpany’s restricted bank accounts (EUR 11.2 million at 31 December 2018}, The

lnan is also subject to the following covenants and negative pledges.

- Histarical and Prospective Debt Service Coverage Ratia (DSCR): caicutated, for each 12 month period preceding
and following each calculation date, as the ratio between the project's cash flow after the VAT flows and the total
amount of debt repayment prescribed by the amortisation schedule of the principal of the base credit line and of
the sum of interest, fees, costs paid or to be paid in retatcn to the credit lines and of the sums paid or to be paid by
the corrpany to the hedging financia institutions or by the hedging financial institutions to the company accerding

to the hedging contracts.

The Loan Life Cover Ratio (LLCR) 15 calcutated as the ratio between the net present value - discounted at the
weighted average cost of capital — of ogerating cash flows expected by the company between the date of calculation

and the hability's maturity year and the amount of the liability existing as of the calculation date.

The Debt to Equity ratic (equity + shareholder loary), which may not exceed 80/20
if the Histarical and Prospective DSCR are less than 115, ERG Salar Halding Sl may not distribute deedends o
the shareholders, nor may It repay subord nated loans without prior authorisation by the financial institutions, if the

Historical or Praspective DSCR isfess thap 105 and/or the Loan Life Cover Ratio is less than 1.10 and the campany
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does not take any cortractually agreed remedy, the financial institutions may reguest termination of the financing
agreement and the calling in of guarantees.

+ The Praoject provides for a negative pledge, safeguarding the creditar’s rights, on the assets pledged by the debtor
as guarantee for loan repayment Consequently, ERG Salar Holding Sri may not issue further guarantees on 115
assets except in the event of guarantees required by law

The DSCRis calculated twice a year on the calculation dates of 31 December and 30 June, based on the previous 12

maonths.

Finance iease agreements of the companies ERG Solar Piemonte 1 S rl, ERG Solar Piemonte 2 S.r.1,,
ERG Solar Piemonte 3 Sr.l, ERG Sclar Piemonte 4 S.r.). and ERG Sclar Piemonte 5 S.r

Finance lease agreements of the photovoltaic plants with Mediccredito Italiano at a rate of 6 5% On 22 June 2018,
the early repayment of all leases was renegotiated with said bank and. at the same time, a corporate loan agreement
for EUR 70 million at the 6-month Euribor rate + a spread of 1.30% was stipulated. The agreement does not impose
any specific covenants. The only pravision is the commitment, as from 2020, to maintain the financial covenants (Net
Debt / Ebitda or similar) that the Group will agree when renegotiating the outstanding corporate loans.

The positive impact from early settlement of the loans and the negative impact of early settlement of the lease

contracts were recognised in the income staterment for 2018

Loans acquired through the Vend’Est business combination

Loan taker out by Parc Eolien de Vole Sacrée S.a.s. with Banco de Sabadell SA, Banco Santander Central Hispano,
Caixa d'Estalvis de Catalunya on 31 December 2016 and expiring on 2 August 2027 of EUR 4.6 million at the 30 June
2018.

The subject loan was repaid early in 2018,
Loans acquired through the EPURON business combination

Loan taken out by Parc Eolien de La Vallee De Torfou with Auxifip on 5 October 2017 and expiring an

28 February 2034 of EUR 15 million at 30 June 2018

« The main financial covenant is the DSCR {Debt Service Coverage Ratio) which historically and prospectively must
exceed 1.05

- The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assels and current accounts.

- The main conditions for distribution are CSCR higher than 1.15; fully constituted DSRA account - Deot Service
Reserve Account, Financial Leverage ratio less than or equal to 90/10 in event of repayment of the shareholder loan.

The guarantee documents indicated in the loan agreement inclucde pledges on current accounts (EUR 0.4 miflicn at

31 December 2018)
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* The main financial covenant is the DSCR {Debt Service Coverage Ratic) which historically and prospectively must

exceed 105
The negative pledges are those which are typical of project financing and they refer to the shares of the Company,

its assets and current accaunts.

The main conditions for distribution are. DSCR higher than 1.15; fully constituted DSRA account - Debt Service
Reserve Account, Financial Leverage ratio less than or equal to 85/15 in event that tne shareholder laan 1 repaid
within 4 years of the Consaolidation Date, gtherwise less than or equal to 90/10

The BSCR is caiculated once a year on the calculation date of 31 December. The latest DSCR at 371 December 2017
was submitied to the banks in March 2018.

The guarantee documents indicated m the loan agreement include pledges on current accounts (EUR 1.3 million at

31 Gecember 2018)
L oans acquired through the Linda business combination
Laan taken cut by Windpark Linda GmbH con HSH Nordbank AG on 18 December 2018 and expiring on

30 December 2038 of EUR 24 million at 31 December 2018

The man financial covenant is the DSCR (Debl Senvice Coverage Ratic) which historirally and praspectvely must

.

exceed 1.05

The negative pledges are those which are typical of project financing and they refer to the shares of the Company,

its assets and current accounts.

« The main conditions for distribution are: DSCR and FOSCR higher than 110, fully funded DSRA - Debt Service
Reserve Account - equal to the required Debt Service Reserve Amount; fuly constiuted Compensation Cbligation
Savings Account in accardance with contractual clauses no. 7and 13

The DSCRis calculated twice a year on the caiculation date of 30 June and 30 December

Tne gquaramtee documents indicated in the loan agreement include pledges on current accounts (EUR 18.% million at

31 December 20178).
Loans acquired through the DIF business combination

Loan taken out by ERG Wind Dobberkau GmbH with Norddeutsche Landesbank on 12 July 2006 and
expiring on 31 December 2025

« No specific financial covenant has been pravided.

» The negative pledges are those which are typical of project firancing and they refer to the shares of the Company,

its assetls and current accounts
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- Sirce no calculatian of a specific financial covenant is provided, the conditions to proceed with distribution are that

the operating/insurance/tax expenses be paid; payment of the Debt Service; DSRA funded

Loan taken out by ERG Wind Ober Kostenz GmbH with Sparkasse Bremen on 10 November 2016 and

expiring on 31 December 2024

» No specific financial covenant has been provided

- The negative pledges are those which are tymcal of project financing and they refer to the shares of the Company,
its assets and current accounis.

- Since no calculation of a specific financial covenant is provided, distribution can be carred out after the payment

of all cperating costs and the debt.

Loan taken out by ERG Wind Welchweller GmbH with Sparkasse Bremen on 10 November 2C16 and
expiring on 31 December 2024

- No specific financial covenant has been provided.

The negative pledges are those which are typical of project financing and they refer to the shares of the Company,

its assets and current accounts.

.

Since no calculatian of a specific financial covenant is pravided, distribution can be carried out after the payment

of all operating costs and the debt,

Loan taken out by ERG Wind Hermersherg GmbH with Sparkasse Bremen on 10 November 2016 and

expirnng on 31 December 2024

- No specific financial covenant has been provided

- The negative piedges are those which are typical of project financing and they refer to the shares of the Carmpany,
its assets and current accounts.

+ Since no calculation of a specific financial covenant is provided, distribution can be carried out after the payment

of all operating costs and the debt.

Loan taken out by ERG Wind Waldfischbach-Burgalben GmbH with Sparkasse Brermen on 10 November

2016 and expiring on 31 December 2024

- No specific financial covenant nas been provided.

« The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assets and current accounts.

+ Since no calculaticn of a specific financial covenant is provided, distribution can be carried out after the payment

of all operating costs and the debt.
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No specific financial covenant has been provided.
« The regative pledges are those which are typical of project financing and they refer to the shares cf the Company,

its assets and currert accounts

Since no calculation of a specific financial covenant is provided, distribution can be carried cut after the payment

of all operating costs and the debt
Loans acquired through the ISAB Energy Solare business combination

Loan taken out by Isab Energy Solare with Mediocredito ltaliane an 5 August 2011 and expiring on 30
June 2029

= No specific financial coverant has been provided.

- The negative pledges are those which are typical of project finarcing and they refer to the shares of the Company,

its assets and current accounts.

Since ne calculaticn of a specific francial covenant is provided, distributior can be carried out after the payment

of all operating costs and the debt
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NOTE 20 - CONTINGENT LIABILITIES AND DISPUTES

ERG Power Generation is a party in civil, administrative and tax proceedings and legal actions cennected with the
normal course of s operations However, on the basis of the available infarmation and considering the provisions for
risks accrued, it 1s deemed that these proceedings and actons will not determine significant negative effects on the

Group.

ERG Eolica Ginestra

In 2014 ERG Eolica Ginestra S.rl. was subjected to a tax audit for fiscal year 2010 for IRES, IRAP and VAT purposes by
the Genoa Provincial Division of the Italian Revenue Agency, which ended with the issuing of a preliminary assessment
report served to the Company an 13 November 2014. The Agency has assessed only one alteged unlawful usage of the
tax benefit provided under Article 5 of Law Decree no. 78/2009, converted with amendments into Law no. 102/2009
{"Tax exemptions for investrments in machinery”), the so-called Tremonti-ter, proposing that IRES taxation be applied
again for 2010 on 50% of the investments on which the cormpany had received a tax benefit.

On 30 March 2015, ERG Renew S.p.A {now ERG Power Generation S.p.A) in its role as the tax consclidator and ERG
Eolica Ginestra Srl as the consolidated company were served an assessment notice for IRES. 2010 tax year, confirming
the findings made during the audit regarding a tax loss that is lower hy approximately EUR 26 million.

On 5 June 2015, the company appealed to suspend collection which was accepted on 16 July 2015,

with its ruling filed on 14 January 2016, the Provincial Tax Commission of Genoa accepted the appeal submitted by ERG
Eolica Ginestra Srl.

On 24 May 2016, the Genoa Provincial Office of the ltalian Revenue Agency appealed to the Liguria Regional Tax
Commission against the first instance ruling.

The hearing was held on 19 June 2018 at the Liguria Regional Tax Commissian.

With its decision filed on 26 Qctober 2018, the Liguria Regional Tax Commission rejected the appeal filed by the Genoa
Pravineral Office of the Itaiian Revenue Agency and confirmed the decision of the Genoa Provincial Tax Commission,
favourable to ERG Eolica Ginestra Srl

The Genoa Pravincial Office of the Italian Revenue Agency may filte appeal with the Court of Cassation.

In consideration of the above, the Group does not consider that it wiltlose and therefore nofiabilities have been recegnised

to this end.

Law no 488/92 comiributions by ERG Wind

In the 2001-2005 time interval, thus befare the acquisition by ERG Renew S p.A {now ERG Power Generation Sp A)
of the companies belonging to the International Power Group, funds were assigned to these companies pursuant to
Law no. 488/1992, totalling EUR 53 6 millicn

In relation to the aiocation of these grants in the first half of 2007, an investigation was initiated by the Public Prosecutor
at the Court of Avelling in relation to alleged falseness of certain of the documents prowided upon request.

During 2007, the attachrment of the Law na. 488/1992 incentives still to be provided was ordered (EUR 21.9 millicn) and
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cn 30 Septernber 2008 e Public Prosecutor ordered the precautionary attachment of seven wind farms. Following
the deposit of an amount equal to EUR 31.6 million by the involved companies, in January 2010, the wind farms which
had been under precautionary atiachrment were released, upon attachrnem of the aferementioned amounts

These amounts were then fransferred to the Single Guarantee Fund.

The prefiminary investigation for the criminal proceedings at the Court of Avellina 15 underway and, at the hearing of
30 Novernber 2018, the Court informed the parties that the expert witness will start work on his report on 1 February
2019.

Despite the pending proceedings, in March and April 2014 the companies that were the recipients of the incentives
pursuam to Law no. 488/1992 received from the Ministry of Econgmic Development the orders communicating the
initiation of the procedures to revoke the aforementioned incentives

On 6 February 2015, extracordinary appeals were notified aganst iha min sterial cancellation decrees, with simultanegus
petition for the precautionary suspension of the enfercesgbility of the contested measures.

Qn 27 July 2015, the beneficiary companies were issued with payrment orders relating to the return of the iIncentives

Said orders were challenged with the submission of opposition proceedings befare the Court of Genoa.

As part of said praceedings, the Civit Judge ruled the tax assessments be suspended against the subrrission of bank
guarantees for the entire value of the latter {EUR 49 million). At the hearing of 23 October 2018, the Civil Judge, noting
the prejudicial nature of the preceeding initiated with the extraordinary appeal before the President of the Republic of
Italy, ordered the suspension of the civil proceedings while the administratve case is pending.

The proceedings subsequent to the filing of the extraordinary appeals to the Head uf Stale are atsa still pending and,
despite the reminders fi'ed by the applicants, the decision on the appeal and on the merits was not delivered during
2018. Ideally, the appeals wil! be decided upon in 2019.

In cansideration of (i} the guarantees issued by the sefler of the companies of the International Power Group to ERG
i the contract of transfer of the investments in these companies, (i) the settlement agreement concluded between
sald seller and ERG dated 19 December 2016, m which these guarantees were confirmed and further detalled, and
(i) taking into account that in the 2013 consclidated financial statements a liability for an amount corresponding
10 the nominal value of the incentives for which the Mimistry of Economic Development is requesting the return
(see definition of the purchase price allocation gs a potential adjustment to the acquisition price af the ERG Wind
Group (Note 14 - Other non-current liabilities) hac a.ready been allocated, further provisions are nat required in the

consolidated financial statements.

ERG Wind Investments Tax Audit

On 21 October 2015, the Tax Police - Special Income Unit - Investigation Group of Rome served to ERG Wind
investments Lirmited the fina! assessment report on findings (hereinafter the "PVC") upon compeetion of the audit
work which had begun on 17 June 2014

From the above mentioned audit, except for certain findings regarding an insignificant amount, the following issues

arose (i) failure to withhold an amount on the differences connected to Interest Rate Swaps during the 2010-2013 tax
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penad paid to foreign counterparts, as they were qualified as interest, amounting to EUR 8 7 million, {ii) Inappropriate
deduction during the 2010-2013 tax period of interest expense on an upstream loan fram foreign subsidiaries to ERG
Wind Investments Limited as it was not supported by valid economic reasons (abuse of the right provided under
article 10-tis of Law no. 272/2000) with consegquent higher taxes of EUR 8.8 million (ii} failure to apply, in the 2010-
2013 tax period, withhoiding taxes on interest paid to non-resident indivicuals as part of the existing prgject financing
of EUR 14 million

Regarding the aforementioned PVC of 28 December 2015, the Cempany has received (i) an assessment notice only
for the 2010 tax period for alleged failure to apply withholding on IRS differentials paid to foreign counterparties of
EUR 2.5 million, plus a penalty of EUR 3 million and interest at 22 Decenber 2015 of EUR 0.4 million, (i) an additional
assessment of penalties for the reason under (i) with separate quantification of the penalties due to failure to pay a
withholding amount of EUR 0.8 millian and (iii) a question regarding the alleged inappropriate deduction of the interest
expense on an upstream loan from foreign subsidiaries to0 ERG Wind investments Limited as it was nat supported by
a valid economec reasons {abuse of the right afferded under article 10-bis of Law no. 212/2000) for the 2010-2013
tax periad

Following the proceedings nitiated against Provincial Division | of Rome and the documentation produced, the finding
made within the PVC regarding failure to apply, during the 2010-2013 tax periods, withholding tax on interest paid to
non-resident individuals as part of the existing project financing of EUR for 14 million was removed.

QOn 29 January 2016, the Italian Revenue Agency - Provincial Division { of Rome was presented with a mutually-agreed
assessment settlement procedure, and defence briefs against the tax assessment.

As the aforementioned settlement proposal was no: successful, 01 26 May 2016, because the company was able to
formulate valid arguments in its defence, it appealed and concurrently requested the court to issue a stay against the
collection pursuant to the assessment notice served on 28 December 2015

On 16 Novernber 2016, the Rome Provincial Tax Commission ordered the judicial suspension of the tax collection and
fixed the hearing for 6 February 2017,

0On 5 April 2017 the Rome Provincial Tax Commission accepted the appeal brought by the company.

On 27 October 2017 the Italian Revenue Agency appealed to the competent Regional Tax Commission.

The merit hearing was held an 19 Decermber 2018 at the Lazio Regional Tax Commission and we are awaiting the
decision.

withholding taxes on the IRS differentials, 2011 tax period: on 8 October 2016, ERG Wind Investments Limited received
an assessment notice for the 2011 tax period for alleged failure to apply withhalding on IRS dif‘erentials paid tc foreign
counterparties for EUR 1.8 million, plus a penaity of EUR 2 million and interest at 14 Getober 2016 of EUR 0.3 million,
An appeal and an application for judicial suspensian of the tax collection within the terms prescribed by law have
been filed Following the failure to discuss the aplication for judicial suspension in good time, the company put
forward a request to the Italian tax collection agency for payment by instaiments in order to divide the amounts due
into Instalments. The request for payment by instalments was acceptec with payment being fixed over 72 monthly

instalments.
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The merit hearing was neid on 27 Septernber 2017 at the campetent Provincial Tax Commission and we are awarting
the decision

On 11 September 2018, the Rome Provincial Tax Commission accepted the appeal brought by the company

On 18 Septermier 2018, the company filed a petitron for disenrollment from the regrster and repayment of the
amounts paid while the decisior was pending {14 monthly installments were faid, amounting to EUR 0.2 million) On
11 Novernber 2018, the company was informed of the allowance issued by the Revenue Agency for the amounts due
On 7 January 2019, the ltalian tax callection agency reimbursed the amounts paid while the decision was pending
Qn 29 October 2018, the Italan Revenue Agenrcy appealed ta the competent Regional Tax Cornmission and we are
waiting for the hearing to be set

Withholdings taxes on the IRS differentials, tax period 2012 on 31 October 2017 ERG Wind Investments Limited
received an assessment notice for the 2012 tax period for alleged failure to apply withhalding on IRS differentizls pad
to foreign courterparties for EUR 1.9 miflion, pius a penalty of EUR 2.1 millan and interest of EUR 0.3 million at 20
October 2017, An appeal and ar appiicaton for judicial suspension of the tax collection within the terms prescribed
by law have been filed.

Qn 7 May 2018, the mertt hearing was held before the competent Tax Commissicn and an 2+ August 2078 the Rome
Provincial Tax Commussion accepted the appea. filed by the company

Gn 29 October 2018, the Itahan Revenue Agency appealed 1o the competent Regional Tax Commission and we are
waitng for the hearing te be set.

Withholdings taxes on the IRS ditterentials, tax period 2013 on 1 Ocluber 2018, CRG Wind Investments Limited
received an assessment notice for the 2013 tax period for alleged failure to apply withholding on IRS differentials
paid to forergn counterparties for EUR 2.4 million, plus a penalty of EUR 2 7 miion and mnterest of EUR 0 4 million at
1 October 2018.

Cr 15 November 2018, an appeal and an application were filed for judicial suspension of the tax coliection: the merit
hearing 1s set for 21 March 2019

The Group does not deem it likely that 1t wil lose the disputes in question and therefore no Irabilities have been
racognised to this end

In addinon, in view of the charge ir question, ERG Renew S.g.A (now ERG Power Generatian S$.p A} has activated
the guarantees under the Share and Purchase Agreement stipulated with Engie {farmerly Gaz de France Suez)
concurrently witn the acquisition of the ERG Wind Group against the tax assessment in question Engie deciared that
the assessment can be considered as a “Selier Driven Matter™ anly for the 2019 and 2011 tax periods.

On 9 March 2016, an arbitration was nitiated in orderec 1o request/prove the liability of Engie {formerly Gaz de Frarce
Suez) also for the subsequent tax perod (in particular the 2012 tax period).

ERG Renew SpA (now ERG Power Generation Sp.A) at end-2016 decided not to pursue the artwtration, while

reiterating Engie's responsibilities far subsequent tax periods.

6 enge formally recogrises ts labiity based an the aforemertiored Share and Purchase Agreement,
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As a result of the assessment notice dated 31 QOctober 2017 for the 2012 tax perioc, ERG Power Generation took
actior: against Engie and obtained the qualification of "Seller Driven Matter® for said dispute (imited to this case and

for the 2012 tax period)

ERG Wind Holdings (ltaly) S r.l. Tax audit

0On 3 December 2015, the Tax Police - Rome Unit served to ERG Wind Holdings (Italy) S.r.i. the final assessment report
on findings (hereinafter the "PVC") upon completion of the audit work which had begun on & August 2074

From the aferementioned investigation, except for certain findings of an insignificant amount, only one finding
emerged regarding registration tax referring to a non-recurring transaction that took place in 2012 relative to tne
transfer of business units cons+sting af electricity production plants (helc on the basis of business leases) from 16 UK
LLPs to ERG Wind Energy S.rl. and subsequent assignment to the two shareholders (lwo UK LTD cermpanies) of the
equity investrment in ERG Wind Energy Srl.

The abovementiored fnding, based on the qualification of the company sale, wouid result in a higher registration tax
of approximately EUR 9.5 millicn plus fines.

ERG wWind Holdings (Italy) S.rl. would be jointly and severally liable to pay the afcremertioned registration tax as an
merging entity during 2013 of the two UK shareholders of 16 UK LLPs {that is, the two UK LTD companies).
Regarding the aforementioned PVC, on 14 December 2015, the italian Revenue Agency Provincial Division 3 of Rome
served to ERG Wind Holdings (Italy) Srl. a notice for payment order for the registration tax and fines

The higher taxes requested total EUR 9 S million pius interest (EUR 0. million} and fines (EUR 11 4 million), for a total
of EUR 27 8 millien

On 10 February 2016 ERG Wind Haldings (italy) Srl appealed the aforementioned payment orders, in its belief that
the company is able to put forth valid arguments in its defence.

The merit hearing was held on 12 July 2017 at the Rome Provincial Tax Commission.

On 31 January 2018, the Rome Provincial Tax Commission rejected the appeal presented by the company.

On 27 March 2018, ERG Wind Haoldings (Italy) S.r.l. filed an appeal and an application for judicial suspension of the tax
collection to the Rome Regional Tax Commission within the terms prescribed by law.

The mer't hearing was held on 18 October 2018 at the Rome Regional Tax Commission.

0On 6 Decernber 2018, the Rome Regional Tax Commission {CTR) rejected the appeal! filed by the company

On 4 September 2018, the Revenue Agency-Callectian served the company with the Payment Netice bearing the
enrollment in the register of 2/3 of the registration fee, penalties and interest - tatalling EUR 14 6 mallion - as a resuit of
the unfavourable first degree decision.

The company, deeming the dacument to be formally defective, filed appesi and petition for judic'al suspension of the
tax collection.

0On 12 Qctober 2018, the Genea Provincial Tax Commission ardered the judicial suspension of the cellection, subject

to the issuance of a bank guarantee At the hearing of 4 December 2018, the judicial suspension of the collection was
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confirmea untit the date of publication of the first degree decision. The ment hearing was held an 5 February 201%
and we are awaiting the decision.

In this regard, itis pointed out that the 2019 Budget Law (lialian Law no 145 of 30 Decernber 2018) clarified that Article
1, paragraph 87, letter a)) of Law no. 205 of 27 December 2017 (2018 Budget Law), is the authentic interpretation
(hence with retroactive effect} of Article 20, paragraph 1 of the consclidated law per Presidential Decree ng 131 of
26 April 1986. Therefore, the requalification of the extracrdinary company sale for the purposes of the registration
fee, confirmed in the first and in the second degree of the proceedings - albeit not applicable, in the cpinion of the
company, to the case at hand - will have to be disallowed by the appeal court.

The Group does not deem it fikely that it will lose and therefare no liabilities have been recagnised to this end

In addition, in view of the charge in question, ERG Renew Sp.A. (now ERG Power Generation Sp.A) has actvated
the guarantees under the Share and Purchase Agreement stipulated with Engie {formerly Gaz de France Suez)
coneurrently with the acquisition of the ERG Wind Group. Engie has confirmed that the assessment can be consigered

to be a "Seller Driven Matter”

Notice of settlement of registration tax for the purchase of the ERG Hydro Sr.l equity Investrnent

Or 3 July 2017, ERG Pawer Generation 5.p.A. and EOn Italia were notified by the Genoa Provincial Office of the Italian
Revenue Agency of the intention to reclassify the sale of all the shares iIn Hydro Temi S -| (now ERG Hydre S ri), carried
aut an 30 Novernber 2015, from sale of an equity investment (following the partial dernerger of the hydro busmess by
£.0n Produzione S p.A) to sale of a company and, conseguently, Liylihyliting non payment of the rolated proportional
registratton tax on the declared price {approximately EUR 95G millicn).

Cn 27 July 2017, the companies met inspectors with officials from the Genoa Revenue Agency in order to provide ther first
cbservations. As agreed with the Office, on 21 September 2017, the companies submitted to the tatian Revenue Agency
a detailed note describing the intentions of the parties, the technical and legal peculiarities underlying the statutory lawsuit
for the sale of the eguity investment with respect ta he “impractical’ sale of the carmpany, as well as the man regulatory
aspects at the basis of the Company’s unfounded conduct.

In this regard, recall that on the ERG s.0e, following the technical-legal analyses conducted at the time, acquisition of the
investrment in ERG Hydrc Sr. (following the partial demerger of the hydro business by E.On Preduzione $.0.A) was the only
concretely possible transaction within the terms and methods aimed at keeping the investrnent ecoromically sustarable,
Specifically, the issues that prevented a different transacticn from being possible (i.e. transter of a compary) were: (1} the
complexity and uncertain timing of obtaining authonsation from the authorities in regard to the transfer of concessions,
(i) planning/land discrepancies far some hydroelecinc assets, and (i} the incormpatibility of an acquistion of a business
unit of the company with the structure of the ERG Group, within wiich each indivdual business is manzaged by a specific
company appointed for said purpose.

Despite presentation of the detailed note oy ERG Powe’ Generation and E On Italia (supplemented by further preduction on
26 October 2017) and the meeting with officials of the Genoa Revenue Agency on 17 October 2017, on 27 October 2017,

FAR
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the Genoa Provincial Office of the ltahan Revenue Agency served notice of payment aof an additional registration tax of
approximately EUR 28.8 million pius interest of EUR 1.9 million (no penalties were applied)

On 24 Novemnber 2017, an appeal and an application for judicial suspension of the tax collection were filed.

On 14 December 2017, the judicial suspersion of the tax collection was ordered.

The merit hearing was held an 14 March 2018,

On 7 Novernber 2018, the decision no 1256/6/18 of 14 March 2018 was filed, with it, the Genoa Provingial Tax Commission
rejected the appeal filed by ERG Power Generation S.p.A.

On 15 January 2019, the company appealed and applied for judicial suspension of the tax collection

On 26 February 2019, ERG Power Generaton S p A received - following the first decree decision - a payment notice bearing
the enrollment in the register of appraximately EUR 41.8 million: (amourt including tax, penalties, interest and collection
premiums) The Company filed a petition to abtain the previous!ly requested judicial suspension of the collection.

In this regard, it is pointed out that the 2019 Budget Law {ltalian Law no 145 of 30 December 2018) clarified that Article
1. paragraph 87, letter a)) of Law no. 205 of 27 Decernber 2017 (2018 Budget Law), is the authentic interpretation (hence
with retroactive effect) of Article 20, paragraph 1 of the consolidated law per Presidential Decree no. 137 of 26 April 1986.
Therefore, requalification of the extracrdinary cormpany sale for the purposes of the registraton fee, confirmed in the
first degree of the proceedings - albeit not applicable, in the opinion of the company, to the case at hand - will have to be
disallowed by the second degree court.

Al the approval date of this report, the Directors confirm the risk assessment adopted in previous reports, considering the

risk unlikely, and therefore have not recognised a related liability.
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NOTE 27 - DISCONTINUED OPERATIONS
The comparative Staterent of Financial Position at 31 Decernber 2017 is presented in accordance with IFRS 5, with
regard 1o the assels and liabiites of subsidiary Brockaghboy Windfarm Ltd The impacts of the aforementioned

exception are irdicated separately under the itemn “Assets held for saie” and "Liabilities held for sale™

31272007
(EUR thousand) m t:.l:;. Ja"::;’&?"mi Total
Intang:ble assets 6,998 - §998
Goodwill - - -
Property, plant and equipment 70,329 - 70329
Equity -nvestrments - - -
Other nor-current financial assets - - -
Deferred tax assets 67 - &7
QOther non-current assets - - -
Nor-current assets 77,394 - 77394
Invenicnes - - -
Trade recevables 1,940 - 1940
Other current assets 899 - 899
Current financial assets - - -
Cash and cash equivalents 1,293 - 1.293
Current assets 4,132 - 4132
TOTAL ASSETS HELD FOR SALE 81,526 - 81,526
Equity - - _
Non-controlling interests - - -
Equity - - -
Post-ermnployment benefits - -
Deferred tax liapiibes 67 - 67
Provisions for non-current risks and charges 1381 - 1381
Non-currert financral sabilities - - -
Qther non-current liabilities - -
Non-current Habilities 1,314 - 1,314
Prowistons for current nsks and charges - - -
Trade payables 703 - 703
Current financial liabilities 56,088 (56,088) Q)
Qther current iabilities 139 - 139
Current liabilities 56,930 (56,088) 842

TOTAL LIABILITIES HELD FOR SALE 568,244 {56,088) 2,156
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INCOME STATEMENT ANALYSIS

Note that the Group has applied IFRS 15 retrospectively, with cumulative effect at the date of first time adoption
{ie 1 January 2018) Cansequently, the 2017 figures were not restated
For the representation of comparison data for 2017, restated in accordance with [FRS 15, please see the description

in the Directars’ Repart

NOTE 22 - REVENUE

2018 2017
Revenue from sales 736770 762,269
Revenues for ncentives 2785929 278.365
Revenue from services B,093 11,803
Total 1,023,792 1,052,437

The breakdown of revenue by operating segment and geographic area in accordance with IFRS 8 is provided under

Note 34 - Disclosure by operating segment and geographic area

Revenue from sales consists mainly of

- sales af electricity produced by wind farms, thermoelectric instalations and hydroelectric plants, and, from January
2018, by solar installations, as well as by sales on organised markets and through physical bilateral agreements.
The electricity is sold on wholesale channels to industria: operatars of the Priolo Site and to customers via bilateral
agreements.
Specifically, electricity sold wholesale includes sales on the IPEX electricity exchange, both on the “day before
market” (MGP) and on the "intraday market” (MI), as well as the "dispatching services market” (MSD). inadd'tien to
sales to the main operators of the sector on the “cver the counter® (OTC) platform

The Group also sells water and stearmn suppiied to industrial operators at the Priola site.

incentives related to the cutput in the year of the wind farms and photovoltaic piants in operation, and the
hydroelectric plants of ERG Hydre In particular, the valuation of the incent ves in italy was calculated at the price
of 98.95 EUR/MWh determined on the basis of the expected realisable value. With reference to the regulations

pertaining to incentives, please refer 1o the sect on Basis of preparation.

Far further details regarding the prices and guantities sold please see the comment in the Directors’ Report.
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The breakdown of revenue from sales to third parties and to Group companies not consolidated line by line is as

follows:

2018 m7
Sales to third parties 1,011,784 1,020,575
Sales 10 Group companies not consohdated line by line 12.008 11,862
Total 1,023,792 1,052,437

Sales to third parties includes EUR 188 mifllicn (EUR 170 milhon in 2017} of prices by way of feed-in tanff callected by

215

the companies operating in [taly in the wind, salar and hydroelectric segments.
A single custemer has revenues exceeding 10% of the total revenue of the Group

The breakdown of revenue by type and operating segment is presented belaw:

{EUR milfian) wind Ther | ic  Hydroslectric Saolar Corporate Yotai
Revenue from sales
Electricity to the market 122 213 114 8 - 458
Electricity to end cusiomers - a5 - - - 85
Transport and third-party - 6 - - - 6
Stearn - Gas and other utilites - 67 - - - &7
Feed-in Prermiam 754 80 3c 354
White Certificates - 25 - - - 25
Green cerlificates abroad 10 - - = 10
Total Revenue from sales a6 398 194 38 - 1,016
Revenue from services
Other - Services - 8 - - - 8
Total Revenue from services - 8 - - - 8
TOTAL REVENUE 386 405 194 38 - 1,024
The details of reverue by operating segment and by geographic area are presented below:
:‘EE: E-an) 2018 2017
Wind 386 442
Thenmoelectne 405 473
Hydreglecing 194 "37
Scelar 38 -
Total 1.024 1,082
2018 27
ltaly 903 827
France 49 44
Germany 33 37
Poland 14 12
Bulgaria 13 13
Romania 12 19
Total 1,024 1,052
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The timeframe for the collecticn of receivables related to revenue depends on the type of revenue Receivables for
energy sold to the market have average realisation times of less than three months, far contracts with end custorners
and for transport revenues the timeframe varies according to the counterparty

Collection of the receivables correlated to feed-in tanff revenue takes place on average Ao later than six months from

the accrual date of the price, while white certificates are generally collected within the following year

NOTE 23 - OTHER INCOME

2018 2017
Indernnities 2038 1,590
Reimbursement of expenses 515 126
Capital gains on disposals 33 1
Norn-recurting income 8,297 241
Cther revenue and income 7,466 6,904
Total 18,349 8,863

The item mainly includes smaller chargebacks to third parties and grants related 1o income and the chargebacks to
Group companies not cansolidated line by line.

The increase is due to the recognition of priar year income dernving frem the closure of prior year items.

NOTE 24 - PURCHASES
The 2078 amount is equal to EUR 327 million (EUR 356 million in 2017} and refers mainly to the purchase of

electricity from GME and gas from Edison and Gazprom S.p A The decrease relates mainly to lower electricity

costs.
Purchase casts include the net negative impact of EUR 7.3 million (EUR 7.7 million in 2017) of commodity hedging

derivatives, described in detail below.

2018 2017

Purchases of electricity from trird parties 135,835 190955
Purchases of gas from third parties 149,365 132,666
Purchases of raw materfals and utilities 35732 23727
Purchases from Group companies not consahdated Iine by line ) 172
Increases in nan-current assets for internal work (484) (277)
Cifferential of denvatives on EBITDA 7.266 7729
Change in inventones (728) 624
326,985 355,590

Total
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(EUR thousand) 2018
Income frorn derrvatives realised at Fair Value to Profit ar Loss 8,326
Income From derivatives unrealised at Fair Vatue to Profit or Loss -
Income of cash flow hedge dervatives 17.475
Inceme deriving from ineffectiveness of cash flow hedge derivatives -
Total income from commodity derivatives 25,801
Expense from denvatives realised at Faw Value to Profit or Loss !B.337)
Expense from derivatives unrealised at Farr Value to Profit or Loss -
Expense on cash fow hedge dervatives (24,730}
Expense cenving from ineffectweness of cash flow hedge dervatives -
Totat costs from commodity derivative contracts {33,067)
Total {7.266)
of whicn cash flow hedge derwvatives (7,255}
Cash flow hedge derivatives - objective of the hedge

Income of cash flow hedge derivatives with Power sa es hedge cbjectives 1.896
Expense of cash flow hedge denvatwves with Power sales hedge ohjectives (24,300)
Income of cash flow hedge derivatives with Power purchases hedge cbjectives 3443
Expense of cash flow hedge dervatives with Fower purchases hedge obiectives (258)
Income of cash flow hedge derivatives with Gas sales hedge objectives 23
Expense of cash flow hedge denvatives with Gas sales hedge objectives (112)
Income of cash flow hedge derivatives with Gas purchases hedge objectives 12114
Expense of cash flow hedge derivatives with Gas purchases hedge objectives (60}
Tntal {7,255)
Cash flow hedge derivatives - objective of the hedge

Total of cash flow hedge dervatives with sales hedge objectives {22,494}
Total of cash flow hedge gervatves wilk purchases hedge object ves 15,238
TOTAL (7.255)

NOTE 25- SERVICES AND OTHER OPERATING COSTS
2018 2m7

Service costs 1435561 143,576
Rental, lease and hire expenses 16211 17.014
Impairment of recevables (27€) 1481
Allacations for nsks and charges 36/0 9.047
Taxes and duties 9,707 9,926
CGther operatirg expertses 2,481 2,489
Total 177353 183,533
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208 2017
Costs for electricity transpor: 9095 13,435
Carmmercial, disinbulion and transport cosis 354 762
Royatties and land nghts 11,440 9759
Maintenance and repairs 37933 25826
Utdimes and supples 3.584 3,597
Insurance 8056 8019
Consultancy services 13,652 11,508
Advertising and pramotions 48 70
Costs for servces from Group companies not consolidated line by line 43917 46,987
Other services 22931 23614
Total 145,561 143,576

Costs for services are broken down as follows:

- Commercial, distribution and transportation costs refer to ancillary costs relative to the distribution of electricity;
* Repairs and maintenance mainly consist of the costs for routine maintenance of electricity generation plants;

+ Other services comporise banking charges, overhead costs and persannel transaction costs

Duties and taxes refer mainiy to the municipal taxes for the ERG Power CCGT plant and the wind farms, and cther

taxes and duties.

NOTE 26 - PERSONNEL EXPENSE

2018 2017
Wages and salanes 27811 25424
Sacial security expenses 8282 7.766
Post-employmert benefits 1,604 1,505
Other personnel costs 3,31 1,943
Total 41,009 36,639

The increase 1s mainly due to the increase in personnel of the foreign companies, fellowing acquisitions during the
year

The following table shows the breakdowr: of the ERG Power Generation Group persannel (average headcount during

the year):
2018 2017
Executives 15 12
Managers 30 66
white-coflar staff 228 238
Blue callar staff - Intermediate 179 175
Tatal 512 439

At 37 Decermnber 2018, the total number of employees was 512.
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NOTE 27 - AMORTISATION DEPRECIATION AND IMPAIRMENT OF

NON-CURRENI ASSES

2018 2017
Amortisatior of intangible non-current assets 51,902 45,482
Depreciation of property, plant and equipmert 216,721 200,613
Impairment of non-turrent assels 609 (30)
Total 269,232 246,065

The increase in the value of the depreciation/amortisation is mainly due to the change in the consclidation scope

commented above, following acquisition of the salar plants and of the new French wind farms.

NOTE 28 - NET FINANCIAL INCOME (EXPENSE)

2018 2017
Income
Positive foreign exchange differences 1,502 587
Effect cof loan renegohiations (IFRS 9 gain) 5527 -
Bank interest recevable &7 53
Derivative financial instrurments on rates 1B,795 17,902
Other financial 1ncarme 134 307
26,024 18,849
Expense
Negatrve foreign exchange differerces {1.355) (849)
Effect of foan renegatiations {IFRS 9 loss) (2470) -
Bark irterest payable (21.979) (20,897)
Dernative financial mstruments on rates {35,728) (34.448)
Arnortised cosl on mortgages, loans and project financing 19753 {19.889)
Qther financigl expense {4.134) (3.416)
(85,418) (79,597)
Total (59,394) (60,748)

The total effect of the renegotiatian of loans, equal to EUR 5.5 million, relates to the positive net incarne component

generated as a result of the application of IFRS 9 curing non-substantial modifications of financial liakilwes, partially

offset by the portion of cost of the year (EUR 2.5 mifiion).

NOTE 29 - NET GAINS (LOSSES) ON EQUITY INVESTMENTS

Net loss on equity investments of EUR -408 thousand (net losses of EUR 11,105 thousard in 2017) refers.
+ to the Group's pertion of the result of Prialo Servizi SC p A. (EUR 143 thousand),

+ to allocations to provisions for rnsks on equily investmenis (EUR -550 thousend} pertairing 1o cormpanies nat

consolidated line by line.
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NOTE 3C - INCOME TAXES

income taxes
2013 2017
Current income taxes {57.851) (46,824)
Previous years taxes {282) [GYAD]
Deferred tax assets and habibties 6922 5743
Total (45212) (41,752)

Income taxes for the year were calculated taking into account the expected tax rate to be applied to the taxable profit

of companies in the energy industry

"Deferred tax assets and liabilites® originate from the temporary differences derving from adjustments made to the

consolidated companies’ separate financial staterments to compiy with the Group's uniform acceunting pelicies, from

the temporary differences between the carrying amount of recognised assets and fiabilities and their tax base and

fram tax losses that can be carried forward.

Additionally, deferred tax labilities amounting to EUR 18 million {EUR 11 8 million in 2017), calculated an the fair value

of the derivatives that qualified for hedge accounting, were recognised directly in equity.

The rate used far the calculation of the deferred tax assets is the same as the nominal IRES rate of 24%, increased,

where applicable, by the IRAP rate.
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Racangiliation hetwaen effartive and theoratizzl tax experse
IRES
Profit before taxes 167,759
Theoretical IRES 24% 40,262
Impact of consalidation adjustments that are not relevant for tax calculation purposes 44
Impact of ACE {(Aid ‘o Econcmic Growth) (8027
Impact of permanent tax changes 314y
Currant, deferred and advance IRES {Corparate Income Tax) 31,465
IRAP
Net Operating Inceme (ERIT) 227,562
Impairment of receivables (275)
Total 227,837
Theoretical IRAP 5% 11,392
Effect of ligher IRAP rate for some companies {1970}
mpact of perrmanent tax changes and consclidation adustments that 3415
are not selevant for tax calculation purposes i
Current, deferred and advance (RAP 13,391
Total theoretical taxes 51,654
Total IRES and IRAP in the financial statements 44,856
Previous year taxes 282
Substitute taxes 3
Total taxes in financial statements 45212
Breckaghboy Windfarm Ltd taxes 248
TOTAL TAXES (INCLUDING IFRS 5 EFFECT) 45455
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NOTE 37 - PROF!IT FROM DISCONTINUED OPERATIONS

The income staterment for 2018 is represented in accordance with IFRS 5, with the exclusion of the results of the
company Brockaghboy Windfarm Ltd - for additional details, please refer to the section Sale of Brockaghboy

The income statement for 2017 1s presented in accordance with [FRS 5, with the exclusion of the resuits of subsidiary

Brockaghboy Windfarm Ltd., which is consolidated on a line-by-line basis

2018
{EUR thousand) mm
Ravenue 2937
(ther iIncome 848G
Purchases (@)
Services and other costs (551)
Personnel expense -
Grass Operating Income (EBITDA) 327s
Depreciation, amertisation and impairment losses (7024)
Net financial Income (expense) (605)
Net income (loss) an equity investments 26714
PROFIT BEFORE TAXES 28,680
{ncorne taxes (248;
Peofit from discontinued operations 28,432
2417
Brockaghboy
{EUR thousand) Windfarm Ltd.
Reverue 2910
Qther income -
Purchases -
Services and other costs (573)
Personnel expense -
Gross Operating Income (EBITDA) 23N
Depreciation, amartisanon and imparrment losses (1.261)
Net financial income (expense) 317
Net income (loss) on equity nvestments -
PROFIT BEFORE TAXES 753
Income taxes (129}

Profit from discontinyad operations 629



NOTE 32 - NON-RECURRING ITEMS

The table below shows the significant incaorne and expenses ansing from non-recurring fransactions or events that

do not occur frequently in the ordinary course of business are presented below

CONSOUDATED FINANCIAL STATEMENTS

SINAR Al S

STEREN

2018 2017
Revenue from sales and services - -
Other revenye - -
Purchases - -
Change it invertaries - -
Services and other costs .775) (398)
Personnel expense {1.732) -
Amortisation, depreciation and impairment of nor-current assets - -
Nel financial income (expense) 4012 -
Net income {l0ss) an equity Investments - -
Income taxes (97} 5
Prafit from non-recurring items continuing operations 408 (393)
Profit from non-recurring iterns discontinued operations 26170 -
Profit from non-recurring iterns 26,578 {393)
Non-centroling interests - 0
Group Prgfit from non-recurring items 26,578 (393)

in 2418

1 services and other costs refer to ancillary costs relating to non-recurring transactions and to ancillary costs related

to the ERG Groug's 80th anmiversary celebrations;

2 personnel expenses relate 1o bonuses 1o employees related to the ERG Group's 80th anniversary celebrations;

3 net financial Income (expense) recagnised, on the bas.s of IFRS 9, in reference to refinancing operations completed

during the period {EUR 6 miliion), net of the reversal effect related te refinancing operations performed in previous

years and in the current period (EUR -2 million);

4 income taxes refer to the tax effect of the items commented above;

S the net profit ar loss of discontinued operations refers to the sale of Brockaghboy Windfarm Ltd.

In2m7

1 services and other costs refer 10 other ancillary costs for extracrdinary transactions.

223
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NOTE 33 - RELATED PARTIES

The transactions carried out by ERG Power Generation with related parties sertain mainly tor
- the exchange of goods, the performance of services, the provision and use of financing;

- the provision and use of financing with respect o parent company ERG S.p.A.

The impact of related party cash fiows is indicated in the following summary tahle.

Income Statement

: Services and Financial Financiat
Revenue Others income Purchases ather costs income expense
ERGSp 4 76 1 R {35818) 3 (2.244)
Priglo Serviz SCp A 11,932 - - (8.099) - -
Total 12,008 1 - (43,917) 9 (2.244)
Statement of Financial Position
Othar Othar Trade  Othescuent DUMENt  Nomcurem  Other Trade Current Cther
finaneial PON-CLATEt recaivables assets financial fnancial  non-ewrent sbles financial current
as-sets assets  Habililes  Habilities P liabiities  liabilities
ERGSpPA - - 1156 27673 3 72467 - - - 40,654
Friolo Serviz ST pA - - 25878 - - - - 30 - -
Qtres eunar items - - 32 - - - - - -
TOTAL - - 4167 27,673 3 72467 - 30 - 40,654

NOTE 34 - DISCLOSURE BY OPERATING SEGMENT
AND GEOGRAPHIC AREA

Reporting by business and geographical segment is presented in accordance with IFRS 8 - Operating segments

The results at market value are indicators that are not defined in the IFRS. Management considers that these indicators
are significant parameters for the presentation of the performance of the ERG Power Generation Group.

To enhance understandability of the individual business segments’ performance, the operating results are shown
adjusted, net of nen-recurring items.

Operating results are presented and commented on with reference to the various production technologies, in line with
the Group's internal perforrmance measurement methods.

The results by business also reflect the energy sales on markets by Group Energy Management, in addition 1o the
adopticn of effective hedges of the generation margin The abave mentioned hedges include, inter alia, the use of
instruments by the Energy Management department to hedge the price risk. In order to give a clearer representatcn
of the businesses in terms of technology, the wind and hydroelectric power results include the hedges carried out in

relation to renewable sources ("RES”) and the thermoelectric results include the hedges on the “spark spread”.
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Raporting by brisiness sagment
Tatal
Therma- Total Non-recurring Tatst Discontinued
Wind Hydroslectric  Solar Corporate
Eun illion) slectric Adiusted ftemns P operations
2018
Total revenue 3894 d0a g 1841 384 - 10266 - 10268 - 10266
Intra-segment revenue - - - - - - - -
Revenue 3194 4048 1941 3R - 1.0266 - 10288 2.9} 1.023.7
Gross Operatng income (EBITCA) 27349 512 146 2 323 - 536 33 500 1 [ek)] 4568
Amorti i
and .mi“;mm?; - (574 Ben (sa1) (238 - (2699) - (2699) a7 2692
Net Qperating Income (EBIT) 1ed 205 232 45 - 336 3.9 2301 (2.8) 2276
BGains (losses) an aquity _ - - .
Investrments (o equty Qe G (L] %7 263 (26 7) 04
Investmants in associstes gnd _ - ~ - - - - - - -
foint ventures
Capital expenditiors in _ - -
Rof-cument ssawis ALLN 41 87 3452 504.5 5065 5085
: otal
Torad Nom-racurring Tatal Dizeominued Total
Wing Thermoeiectric  Hydrmelectric Soler Lorporate : continuing
(EUR rrishon) Adhrsted tems Reported operations Blvniemis
2017
Tolal revenue 44524 4733 1366 - 10552 - 10552 - 105852
fnt-a segment revenue - - - - - - - - -
Revenue 445.4 4733 136.6 - 10552 - 1.035.2 (2.9} 1.052.3
Gross Qperating Income (EB 10A) g2 TR d 936 4283 (04) 4374 23 485§
oot 0sen £ {58 4) - (2473) - (2473 13 2461)
Net Operating Incame ([EBIT) 1582 6 35.1 - 2409 (0.4 240.5 {1.1) 239.5
( " 1 .
vy Vel o 01 - - ¢ - ao - no
Lwrstments i associaten ard _ - _ - - - _ -
joint ventures
Capilal axpendtture in non- 7 29 63 - %09 - s - %9

current asnets
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Repo~tng by gecarachizal segmant

Revenue from foreign countries relate to the revenue of the mdividual foreign Group companies present in the specific
countries

A single custome- has revenues exceeding 10% of the total revenue of the Group

For the details on non-recurring nems, please refer to Note 31 - Non-recurring items.

Total

[EUR miltian) tealy France Germany Poland Bulgaria Romania UK recaing
2018

Revenue from sales and services 9031 489 327 1339 1z6 123 29 10266
Gross Operating ncome (EBITDA) 424.7 301 21.6 36 79 6.6 29 503.6
mnsamon, deprecialian ang Impairmen( @116 233 (190} 60 @ (52) ©7n (2699)
Net Operating Income (EBIT) at fair value 213.1 6.8 2.7 k4 | 32 1.3 22 2336
Capital expenditure in non-current assets 367.7 98.7 17.1 [T 00 0.3 26 506.5
007

Revenue from sales and services 9273 42 368 18 129 194 29 10552
Groas Operating Income (EBITDA) 412.6 296 24.8 47 690 8.3 23 4883
I»‘\Jr:gshsatlon‘ deprecation and impairment (190 2) (213) 1499 61 21 (53) (13} (247.3)
Net Dparating Income (EBIT) at falr valug 2223 a3 59 [Wl)] 1.7 29 1.1 2409
Capital expenditure in non-current assets 19.1 24 395 11 0.0 02 8.7 90.9

NOTE 35 - ALTERNATIVE PERFORMANCE INDICATORS

Some of the APIs used in the Directors’ Report are different from the financial indicatars expressly provided for by the
IFRS adopied by the Group.

These alternative indicaters are used by the Group in order to facilitate the cormmurucation of information or its
business performance as weil as its net financial indebtedness

Finally, in crder to enhance understanding of the business segments’ performance, the operating results are shown
excluding special income itemy these results are indicated with the term "Adjusted resuits”

Since the compasition of these indicators is not regulated by the applicable accounting reporting standards, the
method used by the Group to determine these indicators may nct be consistent with the method used by other

operators and so these might not be fully comparable.

Definitions of the AP s used by the G-oup and a reconciiiation with the items of the financial staterents templates

adopted are as follows:

- Adjusted revenue 1s revenue, as indicated in the Financial Statements, with the exclusion of significart spectal
incorme compenents (special iterms);

- EBITDA is ar indicator of ope-aung performance calculated by adding "Amartisation, depreciation and impairment”

to the net operating profit. EBITDA is explicitly indicated as a subtetal in the financial statements,
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Adjusted EBITDA is the gross operating margin, as defined above, vath the exclusion of significant special ncome
components (special items);

Adjusted EBIT is the net operating profit, expicitly indicated as a subtotal in the Financial Staterments, wilh the
exclusion of significant special income companents (special items);

EBITDA margin is an indicatar of the operating performance calculated by comparing the adjusted EBITDA 10 the
Revenue from sales and services af each individual business segment;

The Adjusted tax rate s calculated by comparing the adjusted values of taxes and profit before tax;

Adjusted profit attributable to the owners of the parent is the profit attributable to the owners of the parent, with

the exclusion of significant special prefit or loss components (special items), net of the related tax effects;

* Investments are obtained from the sum of investments in property, ptant and equipment and intangible assets.

Starting from the interim Report at 31 March 2018, they alsa include the carrying amaunt of the acquisttions of net
assets within the scope of M&A transactions,

Net working capital is the sum of Inventones, Trade Receivables and Trade Payables;

Net invested capital is the algebraic sum of Nan-current Assets, Net Working Capital, Liabilities related to Post-
employment Benefits, Other Assets and Other Ligbilities.

Net financial indebtedness is an irdicator of financia! structure and includes the non-current partion of assets
relating to derivative instruments;

Financial leverage is calculateg by caomparing total net financial ligbilities (inciuding Project Financing) to the net

invested capital.

+ The gpecial items include significant atypical income items. These include:

- ncome and expenses connected to events whose ocCUrrence is Non-recurring, i.e. those transactions or events
that do not frequently re-occur over the normal course of business;

- Income and expenses related 1o events that are not typical of normal business activities, such as rest-ucturing
and enviranmental costs;

- capital gains and losses linked to the disposal of assets;

- significant wrie-downs recorded on assets following impairment tests:

- Incorne and the associated reversals recognised in application of IFRS 9, in relation to the restructuring of loans

in place
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Fv 20°8

Econom s andgicatars

ncome Contribution Exciusion E of Adjusted
Staternent from anciltary charges  of ERG 80 of gain on impact of gain income
Discontinued  on axtraordinary Charges o '] on
operations operations the UX aquity IFRS 9

(EUR thousand) W’ F 3 4 5

Reverye 1023732 2,937 - - - 1626729
Cther .(ncome 18349 889 - - - - 19,238
Furchases (326985} [} - - - - {326,585
Servces and other operating costs (177393) (551) 1775 - - - (176,129}
Personne expense {41.009; - 1,732 - - 138.277)
Gross Dpereting Income (EBITDA) 496,794 1275 1,778 1,732 - - 503,575
Amorisanan, deprmator and mparment {265.232) 1704) - - (265.936)
Net Opavating Inconw (EBIT) 227,542 z57 1,775 1,732 - - 233,640
Finarcial exoense {95.478) {1802} - 226 2,465 (94.526)
Frarcial ncarre 26024 1138 - - - (&.481) 20,740
Net financial income (expanse) (59.394) {605) - - 226 {#.012) {63,785)
Ner gains on equity-accounted investmen's t43 - - - - - 143
at\’};esrwr;e'l.'ﬁzms (losses) on egquity (551) 26,714 - - 267" 4) {851
Gaine (losses) on equity itvestmens {408) 26,714 - - (26,714) - {Acs)
PROFIT BEFORE TAXES 167.75% 28,680 1,775 1,732 (26,488) 402) 169 446
'ncome axes (452°2) [248) {320} 502) a7 320 (45,045)
PROFIT FROM CONTINUING OPERATIONS 122,548 28,432 1,455 1,230 (26,170) (3.092) 124421
Profit from giscontinued sperations 28,432 {28,432) -
PROFIT FOR THE YEAR 150,980 - 1,455 1,230 (26.170) {3.092) 124,401
Nori-contiedling interests {133) {153)
PROFIT ATTRIBUTABLE TO THE OWNERS 150,847 _ 1,455 1,230 (28.170) (2,092) 124,268

OF THE PARENT

—

The results of Brockaghboy, the subsidiary sold on 7 March 2018, are subject to the requirements of IFRS 5

in the Directors’ Report, to facilitate understanding of the figures, the results achieved in the period 1 January 2018

1o 7 March 2018 by he assets sold are shown and commented on ip ordinary aperations. in line with the approach

already adopted in the Directors’ Report on the 2017 Financial Statements.

2 ancillary charges relating to other operations of a non-recurrent nmature and capitalised charges on haoldings
ranaged as ancillary charges on Group consclidated.

3 Charges related to the ERG Group’s BOth anniversary celebrations.

4 The afcremertioned sale of Brockaghboy resulted in the recognition of a capital gain of EUR 26 million, net of the
related tax effects and other ancillary components, which for the purposes of this Report is considered a special
item.

5 The Group renegotiated a number of loans during the year IFRS 9 does not allow for the deferment of the economic

effects of the renegatiation of loans on the resdual life of the liability: this -esulted in a net gain of approximately

FUR 4 million being accountad for in 2018, For the ourposes of clearer disclosure of the cost of net financial

indebtedness, It was considered appropriate to show in the adjusted income statement financial expense refated
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to the debt service payment, deferring the recognition of benefits of the renegotiation over the remaining term of

the hability and not recognising therm afl in one immediate entry at the time af the amendment. The adjustment

cormmented herein relates primarily Lo the reversal of the aforementioned benefit net of the effects linked to the

reversal of similar income relating to re-financing operations of previous years.

Fy 2017
+
Econamic indicators
Income from of FRS 15 Ad|usted income
-y sncillary chargea L
(EUR thousand) aghoy) 2 i
Reveaue 1057437 2510 - (8.307) 1.046.440
Other income BB63 - - - B8&3
Pyrcnases [355.590) - - - {355,550}
Servicas and other Opefatng costs (183533} [ 38 8907 (374897
Personnel expense (In.639) - - - {36,639} ‘
Grass Gperating Income (EBITDA) Apss3z 2an 298 - 488,267 ‘
:;n;gsa(m_ depretiation and iImpaiment of nan-current (246,065) 1261 (247.326) ,
Nel Operating income {(ERIT) 230473 1070 9% - 240,941
Financig) sxpense {79.597) 348} (50,144}
Financial imcome 18849 Fral 19.079
Net financial inconte (expense) (80,748} h7 - - (81.065)
Net gaing 0f equiry accounted investments g - - - 19
Other net gams {losses] on sgudy Investments 124 - - - (1.124)
Galhs {losses) on equity investmants {1,008) - - - ,005)
PROFIT BEFORE TAXES 17,720 73 T T mam
Incorne taxes {41.752) 129) i5) - (4,886}
PROFIT FROM CONTINUING DPERATIONS 135,947 €25 392 - 134,985
Srofit from discon(inued operatons 625 (525) -
PROFIT FOR THE YEAR 136,592 (0] 393 - 136,985
Norrgontraoling interesls - -
PROFIT ATTRISUTABLE TD THE OWNERS DF THE PARENT 130592 0] 93 ~ 136,985

1 The results of Brockaghboy, the subsidiary sold on 7 March 2018, are subject 1o the requirements of IFRS 5

In the Directors’ Report, te facilitate understanding of the figures, the results achieved in the period 1 January 2018

to 7 March 2018 by the assets sold are shown and commented an in ordinary operations. in line with the apgroach

already adooted in the Directors’' Report on the 2017 Financial Statements

managed as ancillary charges on Group consolidated

2 Ancillary charges relating to other operations of a nen-recurrent nature and capitalised charges on holdirgs
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NOTE 36 - FINANCIAL INSTRUMENTS

For information on the effects deriving from the first application of ‘FRS 9 to financial instruments, please refer to

the section Accounting standards, amendments and IFRS intarpretauons applied starting on 1 January 2018 in

accordance with the selected method of first application of IFRS 9, the cormparative information was not restated to

reflect the new provisions.

3/12/2018

The following table shows, for each financial asset and fiability, the carrying amount and the fair value. Information

on the fair value of financial assets and liabiities not measured at fair value are excluded, when the carrying amount

represents a reasonable approximatian of fair value.

{1} the calumn “Finaneial assets measured at amortised cos!’ incluces £UR 34,670 thausand of the guarantee margins related 1o the futures denval ves hedging the electr oty
price nsk This amounr 15 "eparted net of the fair values of these contracts at 3° December 2018 negative by a total amount of EUR 24,014 thousand

31/12/200
e Fair value FyTPL Fvoc o e e Fair
i B t d edat  poilivies Amout value
amaovtised cost

Equity mvestments - 67 - - - 617 617
Other non-current financial recerva-bles - - - 40152 - 40152 na
Crerivative instruments — - - - _ _ na
Other current financial recevables ™ - - 37216 - 37218 na
Trade “ecaivables - - - 251192 - 251102 na
Financiai insteimants i working capntal - - 446 - - 445 a46
Other -ecewables - - - 158 346 - 158945 na
Cash and cash aqu.valents - - 176654 175654 na
Total asams - 617 445 563.15% = 564,222

Loans and Borrowings - - - - - -
No recourse project financing - - - 1177 552 1177552 1367 848
Other financial expense - - G3 985 989835 96612
Detivative mg1eyrments 83250 - - - 83250 83250
Trade payables - - - B83.926 B3 926 na
Other payattas - - 100.798 100 298 na
Total Rabilitieg B83.250 - - -  1.46D.781 1.544.011

Instruments measured at Fair value to profit or loss (FVTPL) relate exclusively to instruments which must be measured

at FVTPL in accordance with IFRS 9.

With the exception of derivative instruments, the other financial liabilies are measured at amartised cost.

The most important items to be considerad parts of the net financial position refate to:

Derivative instruments
Financial raceivables

Cash and cash equivalents
-0ans and borrowings

No recourse project financirg
Current bank borrowings

Financial payables



With regard 1o the most important stems for the purposes of the income statement, the fallowing are pointed out:
+ Derivative instrurments
+ Loans and borrowings

+ No recourse project financing

The following table provides an analysis of the fair value measurement of financial instruments, grouped as levels 1

to 3 based on the degree to which their fair value can be cbserved:

- level 1, the fair value is determined frorn prices guoted on active markets;

- level 2, the fair value is determined using valuation techniques based on variables wrich are directly {or indirectly)
observable on the market;

- level 3, the fair value is determmned using valuatian techmiques based on significant variables that cannot be

observed on the market

Level 1 Leval 2 Leval 3

Financial asseis
- Faw value - Hedging inslruments - - -
- FVTPL instrumnents - 617

FVOC! instruments 4246 - -
- F nancial assets measured at amortised cost - - -
Toral 445 617 -
Financial liabilities
- Fair value - hedging instruments " 24014 83 250 -
- Other finarcial liabilties - 1 464,460 -
Total 24,014 2,442 671 -

1) “Far value - Hedging Inst-uments” NG ugdes the postive fair values of the futures contracts tecging the commndity Ofice sk, amounting to ELR 24014 Thousang, Said
amount s reparted In the presert Regort 35 a direc! deduction of the value of “inanmi2l assels measured at amorused cost

The financial instruments classified in level 1 relate to the fair value of future derivative contracts on commedities for

an amount equal to EUR 24,014 thousand and bonds for an amount equal to EUR 446 thousand.

Project financing and financial instrumerts on interest rates and commaodities are mainly classified in level 2

Itis also noted that the Group adopted IFRS 9 as from 1 January 2018. Based on the first apphication methods chosen,

the comparative information was not restated

23N
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Classificaticn of the financial instruments at 31 December 2017 s provided below.

nnz207 FVTPL™ LaR® AFS™ ’m Bririne Total of which o Eair skt
Equity mvestments - - 10 - - 10 - -
£ nancal recevanles - 392313 - - - 39,233 35233 -
Benvative msirumen:s - - - Trna wa2'a - 17270
Trace recanables - 256,080 - - 256,050 - -
F nancial nstruments In working caona! - o - - 0 .

Ctrer recewvables - 241,340 - - - 241340 162.026 -
Cash and cash eguivalents - 181,022 - - 1514022 - 151,022
Total sssats - 687,685 10 17210 - 704,905 201,259 168,232
Loans ard bomcwings - - - - - -

No recourse project finarcing - - - - 1,14 706 1,114 706 970,891 -
Current bank borrowings - - - Al el - -
Financial payables - - - 2107 FAL - -
Deyrvative rigtruments - - - "02.503 - 102,503 102,367 102,503
Trage payables - - - - 71002 1N.co2 - -
Qrer payables - - - - B1.606 81,606 J0.662 81,606
Total abilities - - - 102,503 1269492 1371995 1,103,914 184,109

(1) FVTAL farr value Through profit or loss
(?) LA Loans and receivables
(3) AFS Avalable for sale firancigl investments

The following table pravides an analysis of the financial instruments measured at fair value, grouped as levels 1 to 3

based on the degree to which therr fair value can be observed:

- level 1, the fair value is determined from prices quoted on active markets;

- level 2, the fair value 15 determined using valuahon techniques based on vanables which are directly (or indirectly)
observable on the market;

« level 3, the farr value is determined using valuation techniques based on significant variables that cannot be

observed on the market.

Leval 1 Lavel 2 Level 3

Financial assets

-FVTPL - - -
-AFS - _ _

- Hedging dervatives 16,647 564 -
Total 16,647 S64 -
Financial liabitities

-FVYTPL - - -

- Hedging derivatives - 1Q2,503 -
Total - 102,503 -

A131 December 2017, the Group had nc financial instruments classifiable under level 3
Financial instruments classified m level 1 relate to commodities {electricity and gas). whese value is quaoted daily.

Project financing and financial instruments on interest rates and commod-ties are mainly classified in level 2.
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To determine the market value of the financial instruments, ERG Power Generation uses vanous maodels for measuring

and valuation, as summarised below:

- Data IFRS 7
Type tnstiument Pricing modet Market data used provider Hierarchy
Interest rate Interest Rate Swap  Discounted - Depesit rates (Euribor) - Reuters Level 2
derivatives Cash Flow - Swap rates
Interest Rate Option  Black & Scholes - Deposit rates (Eunber) -Reuters  Level 2
(Cap. Floor) - Swap rates - Reuters
- imphed valatihty of rates
Foreign FX Forward Discounted - Zero coupon curves of the reference - Reuters Level 2
exchange Cash Flow currencies
derlvatives - ECB spot exchange rates
FX Option Black & Scholes Zero coupon curves of the reference - Reuters Level 2
currencies
Edgeworth - ECB spot exchange rates
Expansion
Monte Carlo - implicit exchange rate volatility
Simulaticn
Derlvatives on Commaodity Swap Discounted - Official spot prices of reference commodites - Platt's Level 2
commodities Cash Flow
Gas formulas - ECB spat exchange rates - Reulers
Commaodity Future  Listed - Dfficial settlement prces - Source. FEX -EEX via Level 1
instrument Reuters
Contract for Discouried Forward PUN quoted on the OTC market EEX via Level 2
Dufference (CfD) Cash Flaw Reuters
- Zero coupon curve on the Euro - Reurers

NOTE 37 - DISCLOSURE ON RISKS

The main risks identified and actively managed by the ERG Group are the following:

- credit risk, which highlights the possibility of default of a counterparty or any impairmment of the assigned credit
rating,

- market risk, derwving from exposure 10 excrange rate fluctuations, mainly between Euro and US Dollar, to interest
rate fluctuatiors, and to the change in the prices of the products scld and of the purchases of raw materals

{commodity price volatility nsk),

liquidity risk, which expresses the risk that available financial resources are insufficient to maintain payment

commitments.

The ERG Group attributes a great deal of importance to the identification and measurement of the risks and to the
connected control systems, in order to assure an efficient management of the assumed risks. Censistently with this
obiective, an advanced Risk Management system was adopted that assures, in compliance with the existing policies
an the matter, the idantification, measurement and central level control for the entire Groug of the degree of exposure

to ndividual risks.
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The Group Risk Management & Corporate Finance function ensures consistency with the assigned risk limits and
provides adequate sugport with its own analyses, both to individual subsidiaries and to the Risk Committee and Top

Management of the Parent Company, for strategic decisions

Credit risk

Exposure to credi risk, inherent in the prooability that a determined counterparty wit not be able tomeet its contractual
abligations, 1s managed through appropriate analyses and assessments also supported by pnmary providers on
the analysis of the credit nsk, attnbuting to each counterparty an internal rating (Internal Rating Based, summary
irdicator of creditworthiness assessment). The rating class provides an estimate cf the probability of default of a
determined counterparty from which the assigned degree of credit facdity, which is monitored punctually and which
must never be exceeded. The chaice of the counterparties in relation both to the industrial business and to financial
trades depends on the decisiors of the Credit Committee whaose choices are supported by the credit rating analyses.
Concentration risk, both by custormer and by sector, is also monitored continuously but without ever presenting alert

situations.

At 31 December 2018, max:murm exposure to credit risk on trade receivables, braken down by geographic region, is

as follows:

31/12/2018 3112/2017
Italy 208473 208,897
France 7,352 9793
Germany 4235 8422
Bulgaria 5574 3,891
Poland 3484 2,084
Romania 22073 21062
UK - 1,940
Total 251,192 256,050

The carry'ng amourt of the receivables includes an amournt of EUR 156 million relating to the two main customers of

the Group, operators of the market and of electrical services in Italy.

The underlying table provides informaticn about the exposure of the ERG Power Generation Group to credit risk at
year end, by classification in receivables not past due {(see Note 9 - Trade Receivables) according to the credit rating

correspanding to the ratings assigned by the information provider and assigned internally
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2018 2017
AAA Rating ~ G
AA+/AA- Rating 20,201 5,402
A+/A- Rating 19,469 -
BEBB+/RBB- Rating 183013 151,580
B8+/BR- Rating 251 21,840
B8+/8- Ratng 2,374 -
CCC Ratng 448 -
Receivables from Group companies that are nat consolicated Une by ine 4,167 4903
Unassigned 2684 57,435
Total 239,864 241170

In relation 10 the receivables that were not impaired, the Group assigns 1o each exposure a credit rating that provides
a forecast of the risk of loss and considers proven experience In rating credit quality. Credit ratings are defined using
qualitative and quantitative factors indicating the risk of breach.

The following table shows credit risk exposure and expected losses on trade receivables not past due at 31 December
2018 (with respect to the ahove tabie, the carrying amount 15 recorded net of items included under 1abilites to adjust

recewvables and of receivables already collected on the date of tne present document).

Carrying Weighted average

At lass percentage Lass allowance

AAA Rating 4,482 001% L]
AA=/AA-Rating 14157 0.04% 6
A+/A:- Rating 18,156 002% 4
BBB+/BBB- Rating 181431 028% 5§14
BB+/8B- Rating 1.824 0.60% "
B+/B- Rating 1436 279% 40
CCC Rating 235 503% 12
Total 221,721 0.26% 537
Liquidity Risk

Liquidity risk 1s the risk that financial resaurces may not be sufficient to cover all obligations fa'ing due. To date, the
ERG Group guarantees with the generation of cash flows and with the availability of credit facilities, made availanle by

different counterpartes, the adeguate coverage of its financial requirements.

The followirg tables summarise the ime orofile of the financial liabilibes of the Group at 31 December 2018 and at 37

Decernber 2017 on the basis of non-discounted contractual payrrents
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3 7208 Maturity of payables
less than 3 from3ta12 from tto 5
5
{EUR thousand) On request maonths months years over 5 years
Loans and borrowings - - - - -
No recourse project financing - 7425 172,598 827,741 350,084
Cur-ent bank borrawings - - - - -
Dertvgtive INstruments - 414 45738 60,456 724
Trade payables 20940 €2,986
Total liabilities 20,940 70,825 219,336 888,237 359,360
2207 Maturity of payables
less than 3 from3to 12 from1105
(EUR thousand) On request meonths months years over 5 years
Loang and barrowings - - - - -
Na recourse project financing - 5651 159318 910,388 222629
Current bank borrowings 39 - - - -
Cerivative instruments - 142 3C.a5° 76769 840
Trade payables 34,761 36,247 - - -
Total kabilities 34,800 42,033 189,469 981,157 223,469
Market risk

it comprises exchange rate risk, interest rate risk and commodity price risk. The management of these risks is
regutated by the guidelines provided in the Group Policy and by internal procedures in the Finance area.

Morecver, specific risk management policies and procedures have been developed, based on the best pracuices of
the industry, for the continuous measurement of exposure levels with respect to a Risk Capital value allocated by the

parent company.

Interest Rate Rigk

Itidentifies the change the future trends of interest rates that could determine higher costs for the Group. Containment
of the interest rate risk is pursued by using derivative contracts such as Interest Rate Swaps and Interest Rate Options
{plain vanilla)

The following table represents the impact on profit before taxes {(because of changes to the fair value of financial
assets and liabilities) and on the equity of the Group {due tc changes to the fair value of the derivative instruments in

cash flow hedges) of the +/-1% change of the interest rate, maintaining all other variables fixed.

Impact on Income Statement

(EUR million) 2018 2017
Shock-up (*1% change i interest rate} 80 29
Shoek-tdown (-T% change in interest rate) (2.0) {a3)
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Impact on Equity
{EUR milion) 2014 2017
Sheck-up (+1% change in interest rate) 158 259
Shock-dowr (1% change in interest rate) (22.2} {288}
Commodity risk

Commadity price risk consists of the unexpected change in commodity prices, In the procyrement of services,
finished goods and services marketed for sale.

The Group implernents all risk management strategies necessary to avoid the economic damages deriving from the
volatility of the price for the sale and purchase of Electricity and from fluctuations in the Clean Spark Spread.

The following table considers the derivative financialinstruments tied to different types of commadities and represents
a source of reasonable price cnanges, maintaining all other variables fixed, the impact an the changes of profit before
tax (because of changes in the fair value of the financial assets and liabilities) ard of Group equity (due to changes of

the fair value of cash flow hedge derivative instruments) of a +/-25% change in the price of the commaodities.

mpact ont Income Staternent

(EUR milllon) 2018 2017

Shock-up (change 'n price of commodities +25%) - 29

Shock-tdown (change in peice of commodities -25%) - (20)
Impact oa Equity

(EUR mtign) 2018 207
Shock-up {change in price of commodities +25%) n9g B0)
Shock-down (change in price of commodities -25%) 19.8 81

Derivative instruments used

The main types of derivative instruments adopted in the management of financial risks, with the sole purpose of
hedging, are the following:

Options: contract whereby one of the parties, paying a price (premium) to the other, acguires the right to purchase
(cail option) or sell (put cption), at a future date, a certain quantity of financial instruments (underlying assets) at a set
price {exercise price);

Forward contracts they provide for the purchase or sale between two parties of a given asset (underlying asset) at a
future date and at a price pre-set at the time of execution of the contract; this category also ncludes future contracts,
which unlike forward contracts, are standardised, traded in lots and for predetermined maturity dates within regulated
markets

Swap: contract that determines between two parties the exchange of payment flows on certain dates, Payments
can be expressed in the same currency or in different currencies and their amount is determ.ned in relation to an

undertying asset.
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The derivatives entered into by ERG Power Generation and designed to hedge the exposure to financial risks existing

at 31 Decernber 2018 are’

Interest rate derivatives

relating to Indexed loans at a variable rate;

agreed previously.

Derivatives on commodities

Interest Rate Optioninstrurments that allow to set upper imits {cap) and lower imits (floor) to interest rate fluctuations

Interest Rate Swap instruments ta bring bank loans with fixed and variable rate to the risk profile deemed most
appropriate IRS contracts provide that the counterparties, with reference to a defined notional value and to pre-

set maturities, mutually exchange interest flows caleulated in relation to fixed rates or to variable rate parameters

» CfD (Contract for Difference) instruments, used to manage the risk of volatility of the price of electricity; this

Summary of derivatives used

differential between the agreed price and the market price recorded in the reference pericd.

instrument zllows to purchase or to sell quantities of electricity synthetically, iguidating upon expiration the

The derivatives enteredinta by FRG Power Generation, designed to hedge its exposure to commodities price, exchange

rate and interest rate nisks, were as follows at 31 December 2018:

31/12/2018

Type Hedged risk R:;z‘:::f Fair Value
{EUR thousand)

Cash Flow Hedge instrumants

Interest Rate Swap and Interest Rate Cap im;’;g??;gcnsk EURgr?E:\Iion {81.597)

Gas price nsk hedging swaps Tmnsawor?siommww thcusa%g; :f MWwh (1.654)

i i ?

Electricity price risk hedging futures Transacllc:'?s;‘;ommOdﬂ)’ thousaiggof MWh (22.808)

Electnenty price fisk hedging CFD Transaction commadity thousands of MWh N

Total Cash Flow Hedge instruments {107,059)

Non Hedge Actounting Instruments

Gas price risk hedging swaps Transac“or?siommocmy thuusand_s of MWh B

Electricity price risk hedging CFD Transactlor?siommodlty thousand_s of MWh -

Electrieity price nsk hedging futures Transacln:)r?siommodlty thousanad?of MWh (208)

Total non Hedge Accounting instruments {206)

TOTAL DERIVATIVE INSTRUUMENTS (107,265)
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Type Hedged nisk R:;:‘:;’:IE Fair value
[EUR thousand)
Gash Flow Hedge instruments
A Interest Rate Swap and Interest Rate Czp mleEr(;g??aTelcrisk EU;%“‘:rzll:Iiun (192367)
B Gos price fisk hedging swaps AT MY nousands af Mwm 509
€ Electricity orice risk hedging futures Transacno:sﬁmnmodi(y thnusan%[;guf Mwh (1474)
. O 1
Efectrenty price nsk hedgihg CFC Transactlorll'isﬁ casty thousand.'sgof MWh (142}
Total Cash Flow Hedge instruments (103.458)
Nan Hedge Accounting (nstruments
Gas price risk hedging swaps Transacuori;lsiommodaly Ihousangg of MWh 17
i 1
Electncity price r.sk hedging CFR T ansarmo:szommoduty rhousand6s40f Mwh 38
C  Electricity price nsk hedging futures Transamlonlj\siommoduy rhousariiizof MWh 753
Total non Hedge Accounting instruments 808
TOTAL DERIVATIVE INSTRUMENTS (102.660)

A nterest rate swaps and interest rate caps and floors.
Transactions for hedging the “interest rate” economic risk tied to fluctuations in interest rates on loans.
The reference notiona: values of the hedges refer to the following companies:
+ ERG PowerSrl.,
» wind and solar power business cormganies
Al 31 December 2018, there was a negative totat fair value of EUR 82 million. The change is recogrused in the Cash
Flow Hedge reserve,

B Gas price risk swaps
Swaps used to hedge the risk of price fluctuations in gas formulas for provision and supply agreements. Ir these
contracts, the parties undertake to pay or collect at an agreed future date the difference between the estabhsned
price and the price ohaerved curing the period multiplied by the quantities indicated in the contract.
At 31 December 2018, there was a negative total fair value of EUR 1.7 million.

C Electricity price risk hedging futures
Forward contract in which two parties agree to exchange af a future date a certain asset at a price fixed at the time
of conclLding the contract
At 31 December 2018, there was a negative total fair value of EUR 24 million.

with reference to the impact of hedging derivatives on the stateément of comprehiénsive Income, piease refer to Other

comprehensive income.
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NOTE 38 - SIGNIFICANT EVENTS AFTER THE REPORTING DATE

Date Sector Significant events Press release

11 January 2019 Salar Acquisitian by Soles Montalto GmbH of 78.5% of Persec
S.r.)., owner of 100% of Andromeda PV Sri which in turn
manages two photovoltaic plants with a total instailed
capacity of 51.4 MW.
1t was also agreed that Scoies Montalto GmbH will remain
minority shareholder, on the basis of sharehoiders’
agreements that will guarantee ERG fullindustrial contrel of
the asset and 115 ine-by-line cansolidation
The transaction’s closing date was 12 February 2019

15 January 2019 wind Completion of the commissioning phase for Parc Eclien
France de la Vallée de Torfou (176 MW with an estimated average
annual output of 47 GWh), a wind farm forming part of the
768 MW of assets under censtruction and being developed
by Epuron, acquired last year (see press release of
6/4/2018), and Parc Ealien vallée de 1'Aa 2 (13 2 MW with an
estimated average annual output of 29 Gwh), corresponding
to an overall total of around 45,000 tonnes of avoided CO,
ermissians per annum.

NOTE 39 - AUDIT COMPENSATION

The preparation of the prospectus is in line with the “Procedure for audit engagements in the compan es of the ERG
Power Generation Group and monitaring an additional services”.

Audit services comprise the complete audit of the separate and Consclidated financial staterments and the audit of
the reporting package of the company far the purooses of the preparation of the consolidated financial statements

of the parent company.

Type of service Party that performed the service Recipient compensiglg
(EUR thausand)

External auditing Auditer of the parent company Parent company 0
Auditor of the parent company Subsidiaries -

Network of the parent company au-ditor Subsidianes 56

Total Audit Services 886
Services other than auditing Tax adwisory services Subsidiares -
Auditor of the parent company Parent company -

Network of the parent company au-ditor Farent company -

Netwark of the parent company au-diter Subsidraries -

Auditor of the parent gompany Subsidares -

Total Services Other than Auditing -

Total 886
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NOTE 40 - OTHER INFORMATION

During the year, no atypical and/or unusual transactions took piace. Atypical and/or unusual transactions are those
transactions that by significance/relevance, nature of the counterparties, subject of the transaction, procedures for
determining the transfer price and timeframe of the event (proximity to the end of the year) can give rise 1o doubts with
regard to: the correctness/completeness of the nformation in the financial statements, conflict of interest, wealth
preservation, the protection of minerity shareholders

No advances were provided and there are no receivables from directors and statutory auditors of the parent company

for the performance of these functians also in other campanies included in the consolidation scope.

Genoa, 5 March 2019

on behalf of the Board of Directors

The Chuef Fxecutive Officer

Pietro Titton?
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AUDITORS’ REPORT
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KPMG S.p.A.

Revisione e organizzazione contabile
Piazza defla Vittoria, 15 int. 11

16121 GENOVA GE

Telefana +38 010 564992

Email it-fmauditaty@kpmg it

PEC kpmgspa@pec.kpmg.it

{Transiation from tha hallan original which remains the definitive versian)

Independent auditors’ report pursuant to article 14 of
l.egislative decree no. 39 of 27 January 2010

To the solae sharehoider of
ERG Power Generation 5.p A.

Report on the audit of the consolidated financial stataments

Opinion

We have audited the consolidated financial statemants of the ERG Power Genemtion
Group {the "Group™). which comprise the statement of financial position as at

31 Decainber 2018, the incorne siatement and the statements of comprehensive
income, changes in equity and cash flows for the year then anded and notas thareto,
which include a summary of the significant accounting policies.

in our opinion, the consolidated financial stalemeants give a true and fair view of the
financial posilion of the ERG Power Generation Group as al 31 December 2018 and
of its financial performance and cash flows for the year then ended n accordance with
the intermational Financial Reporting Standards endorsed by the Europsan Union.

Basis for opinion

We conducted our audit n accordance with international Standards on Audring [ISA
Italia). Dur responsitiiities under those standards are further descnbed in the
Audilors’ responsibilities for the audit of the consolideted financial siatements” sechon
of aur report. We are independent of ERG Power Generation 5.p.A. (the “parent’) in
accordance with the sthics and independenca rules and standards applicable in ltaly
to audits of financial statemants. We believe that the audit evidence we have obtained
is sufficient and appropriata tc provide a basis for our opinion.

Other matters

The Group's 2017 consoclidated financial statements were audited by ather auditors,
who expressed thair unqualifled opinion thereon on 26 March 2018.
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ERG Power Ganwretion Group
Indepandent
21 Dwcember 2018

Responstbmdea of the parent's drrectws ;nd board of sbtm‘ory auditors
{'u'— n-| on L "fﬂl’ﬂlﬂ s

The directors are respansible for the preparation of i fi ial

that give a true and fair view 1n accordance with the Intemational Financial Raporting
Standards andorsed by tha Eurapaan Union and, within the terns astablished by the
ftafian law, for such intamal control as they determine is necessary 10 enable the
preparation of financial siatements that are free from material misatatement, whether
due to fraud or error.

The directars are responsibie for assessing he Group's abifity o continue as a going
concem and for the appropriate use of the going concern basis in the preparation of
thas consolidatad financial staternents and for the adequacy of the related disclosures.
The use of this basis of accounting is appropriata unlass the dirsctors balieve that the
conditions tor liquidating the parent or CEasing operations exis!, or have no realisiic
alternaltive but to de sa.

The Coliegio Sindacake is resporsible for oversaeing, within the terms eslablished by
the ltalian law, the Group's financial reporting process.

Auditors’ responsibiiities for tha audit of the consolidated financial
Statements

Qur obiactives ara to optain reasoriable assurance about whether the cansolidated
financial statements as a wnole are fiee from nalerial disslatenoel, whether duc to
fraud or erter, and to issye an auditors’ report that includes our ppinion, Reasonable
assurance is a high leval of assurance. but is not a guarantee that an audit conducted
in accordance with ISA ltalia will ahways detect a material misstalemant when i axists.
Misstaternents can arise from fraud or error and are considered malerial o, iIndividually
or in the aggregate, they could reasonably be expected to influence the ecoromic

decisions of users taken on the basis of these consoll d financial its.

As part of an audit in accordance with ISA ltalia, we wonal judg t
and maintaim professional sceplicism throughout the audit Wa alsg:

— identify and assess the risks of malenal misst; vent of the ¢onsolidated financial

statements, whether due to fraud or em:r design and perform audit procedures
responsive 1@ hosa riskd, and obtain audit evidenga that is sufficent and
appropriate 10 provige & basis for our opinion. The risk of not detecting a material
misstatement resufting from fraud Is highar than for ane rasulting from arror, as
fraud may involva collusion, fogery. Intentional cmissions, misrepresentalions, or
the ovesride of internal control;

~— obtain an understanding of intemal control relevant to the audit in order ta deskin
audit procedures that are appropriate in the circumstances, but ot for the purpose
of Bxptessing an gpinion on the eflactiveness of the Group's intemal control;

— evaluate the appropriateness of accounting podices used and the reasonableness
of accaunting estimatas and related disclosures made by the directors;

LIGATEG FINANCIAL STATLMENTS [ T R T
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ERG Power Generation Growp
independent puditors’
31 Dacamber 2018

— conclude on the appropriateness of tha directors’ use of the going concem basis
of accounting and, based on the audit evidence obtained, whather a matenat
uncertainty sxists related to avents or conditions that may cast significant doubt on
the Group's ability 1o continue a5 a going cancem. If we conclude that a material
uncertainly exisis, we are required ta draw attention in our auditors’ report 1o the
relaled disciosures in the consolidated financial statements or, if such disclosures
are inadequete, to modify aur opinian. Our conclusions are basad on the audit
ewvidence obtained up to the date of cur auditors’ report. However, future events or
conditians may cause the Group to cease to continue as a going concem;

— evaluate the averall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consalidated
financial stataments represent the underying fransactions and events in a manner
that achievas fair presentation;

— obtain sufficient appropriate audit evidence ragarding the financial information of
the entities or business activities within the Group to express an opwnion on the
consalidated financal statements. We are responsible for the direction,
supervision and performance of the Group audit. We remain solely responaible for
our audit opinign.

We communicate with those charged with govemnance, identified at the appropriate

level required by |SA Halia, regarding, among other matiers, e plannad scope and

timing of the audit and significant audit findings, including any significant deficiencies
in intemal control that we identfy during our audit.

Report on other legal and regulatory requirements

Opinion pursuant (o article 14.2.e) of Legisiative decree no. 39/10

The directors of ERG Power Ganeratlon S_p.A. are respansible for the prepacation of
the directors’ repart at 3t December 2018 and for the cansistency of such report with
the related consalidated financial staterments and its compliance with the appiicabie
kaw.

We have performed the proceduras required by Standard on Auditing (SA italia) 720B
in ordar to axprass an opinion on the consistency af tha directors’ report with the
Group's consolidated financial stataments at 31 Decamber 2018 and Its compliance
with the applicabie law and ta state whether we have identified matarial
misstatements.

in our opinion, the directors’ report is consistent with the Group's consolidated
financial statements at 31 December 2018 and has been prapared in compllance with
the apglicable law.
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ERG Powsr Generation
Sesditgex’
21 Decempar 2018

With reference to the above statement regquirad by avticke 14.2.e] of Legisiative decree
no. 3910, based on our dedge and . Wing of the enlity and its
anvirohment obtained through our audit, we have nothing to report.

Genoa, 32 March 2019

KPMG S.p.A.
{sighed on the original}

Luisa Palignana
Director of Audit
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FINANCIAL STATEMENTS

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

ASSETS
(EUR) 3111272018 31122017
A) SUBSCRIBED CAPITAL, UNPAID - -
B) NON-CURRENT ASSETS
1. Intangibie assets
1) Start-up and expansion costs - 482
2} Deveiopment costs - -
3) Industrial patents and inteitectual property nghts 1,369,764 1258784
4} Concessions, licerces, radernarks and sirmilar 8,666 9,167
§]  Goodwill 3062835 3.378257
6) Assets under developrment and advances 1007133 £25,588
7)  Qther 4225 208,167
Toral 5,392,683 5,400,445
. Property, plant and equipment
1) Land and buildings 495178 465293
2) Plant and mactunery 237,071 247 A6&
A1 Industral and commerc.al ecupment 1,314,141 1,168,862
4) QOther assets 525021 510,626
5) Assets under construction and advances 287,373 355085
Total 2,858,184 2,747,332
1il. Financial assets
1) Equity investments
a) subsidiaries 1,659,503,362 1,524,295,303
b} associatas - -
c] parant companies - -
d} companies subject to control by parent corpanies 235893 235863
dws) other companies - -
1,659,739,255 1.524,531,796
2) Recewvalales
a)  from subsidianes 435,459 456 376,349,406
by from associales - -
c) from parent companies - -
d) from companies subject Ic control by the parent N -
companies
d-oy from gthers 2,665,224 1,964,215
438,113,680 328,213,621
3} Other securites - -
4)  Denwative financial nstruments - -
Total 2,097,857,935 1.852,845417
TOTAL NON-CURRENT ASSETS (B) 2,106,109,403 1,861,073,194
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(EUR) 322018 31/12/2017
C) CURRENT ASSETS = =
I. Invertories
1} Raw, ancillary ard consumable materials 9.263.802 9517276
2} Work in progress and semi-finished products - -
3} Contract work in progress 252557 -
4} Finished products anc goods - -
5) Advances - -
Total 11,795,420 9,917,276
of which beyond of which beyond
II. Receivableg 12 months: 12 months:
1) Fram customers - 93,457,658 - 103,865,868
2) From subsidiaries - 21,568,746 57454 81,995,468
3) From assaciates - 1.324630 - 1,534,832
4} From parent companies - 16,881,788 - 26,918,388
5) From comparies subject to control - - _ -
by parent companies
Sty Tax recevables 1,735,237 22,073,447 1.256,394 3,645,749
Sen  Deferred tax assets €,028,740 11,421,324 5102244 5423928
S-quae From others 10,559,369 42323846 12429144 31,695,108
Total 215,445,440 255,179,338
lit. Short-term financial assets
1) Equity invesiments in subsidiaries - 26,328,506
2)  Equity investments in associatas - B
3)  Equity investments in parent compan es - -
3-um EQuity Investments in cempanies subject to control _ _
by parent companies
4)  Dther investments - -
5)  Derivative financial nstrurments - 563,677
6) Other securties - -
7} :-;:r:g;ggla:fsg;?;ol{ Eg[r:;a;ins:d treasury management - 49,180,761
Total - 76,072,944
V. Cash and cash equivalents
1} Bank and postal deposits 1014,799 3.21C,063
2} Cheques - -
3) Cashand notes on hand 69 69
Total 1,074,868 3210,162
TOTAL CURRENT ASSETS () 228255728 344,379,720
D)} ACCRUALS AND DEFERRALS 10,866,518 9,533,178
TOTAL ASSETS 2.345,251,649 2,214,9856,091
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LIABILITIES
(EuR) 3171272018 NNnym7
A) SHAREHOLDERS EQUITY
1) Capnal 1£0.000,000 100,000,000
H} SHAre goevTiurTT résarves 7,006,002 7000000
IIl} Revaluation reserves 36829 36,839
V) Legaf resarve 8.962.581 5038323
V) Statutary reserves - -
Vi) Other reserves, ntlicated separately - -
Reserves for contributions by sharehalders 961,732,646 961,732.645
Reserve for operatng grants - -
Extragrdinary reserve 5829878 5829878
Legal reserve, additional VAT deduction 642 642
Reserve pursuant o Law no 308/82 363 363
Operating granis 861 861
Merger surplus 5855286 5,855,286
Merger surplus 2077 606,980,447 607,050,294
Vil}  Reserve for ransactions 10 hedge expected cash flows (18,124,883} (788.834)
VIIf) Retained profits ((osses) 128,064,491 73433745
X)) Profit for the yeat 60,686,815 78,485157
X} Negatve reserve for t-easury shares in partfolio - -
TOTAL 1,867,025,966 1,843,675,200
3} PROVISIONS FOR RISKS AND CHARGES
1) Provision fof pensions and similar obligations - -
2) Prowviswon for taxes, ncluding deferred - -
3) Derivative financiat nstruments payable 14563879 141969
4] Murer 4.727.883 g1 1:].}'3_8__
TOTAL 6,381,762 9,252,707
€] EMPLOYEES SEVERANCE INDEMNITIES 3,463,249 3,199,048
D) PAYABLES
of which of which
beyord arid
12 months. 12 manths.
1) Bonds - - - -
2}  Converuble honds - - - -
3)  Sharehcidar loan payables - - - -
4) Bank payables - 28 - 6
S Payables to other lenders - - - -
6)  Advances - - - -
7} Payables to suppliers - 36.319,738 - 40263821
8)  Payables rapresented by secunties - - - -
9)  Payables to subsidiaries - 403.402,18% - 310,362,820
10) Payables to associates - - - -
11) Payables to parent comparues - 8168388 - 50,865
1109 Payables to comipanies subject 1o control _ - - 49075
by parent companies .
12) Tax payables - 2165872 ~ 1,554,266
13) Payables to social security and pension Institutions - 2.63527 ~ 1929455
14) Other payables - 16.550.346 ~ 4,421,479
TOTAL 468,541,828 358,631,786
E} ACCRUALS AND DEFERRALS 198,844 227,350
TOTAL LIABILITIES 2,345,251,64%9 2,214,986,091
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INCOME STATEMENT

{EUR) 208 2017
A) VALUE OF PRODUCTION
1) Revenue from sales and services 675,756,524 727,932,451
2) Changes in inventories of work in progress. semi-finished products .
and fimished products
3) Changes in contract work in progress 2525617 -
4) Increases in non-curent assets forinternal wark - -
5) Cther revenues ard income
- other 8,580,166 8.206.763
. - pperating subsidies - -
TOTAL 686,862,307 730,139,214
B) COSTS OF PRODUCTION
6] Forraw, ancillary a~d consumable materials and goods (518,063,194) {507,735.086)
7 Forservices (179.616.644) {197064,872)
8) For leased goods (1.828,708) (2.057,269)
9]  For emplayees
a) salaries and wages (20,185,138) (19.364,112)
b) social security contrbutions (6,180.561) (6,037,535)
c) employees’ severance indemnities (1,275,084) (1,247573)
d) prowvision for pensians and similar obligations - -
€) other costs (1,906,200) (1,286,417)
(29,545,983} (27.929,638)
10} Amaortisation, depreciation and wnie-downs'
a) amortisation of intangible assets (1,272.045) {1.318713)
b) depreciation of property, plant and equiprment {491,215} {449,9G94)
c} other write-downs of nan-current assets - -
d) write-downs of recevabies included in the eurrent assets _ _
andg cash and cash equivalents
(1.763,260) (1,768,707}
11} Costs fer raw, ancillary and consumable materials and goods 923274 2.529,030
12} Prowisions for nsks - (5.991.336)
13} Cther provisions - -
14) Management experses {2.084.262) (1,505,719)
TQTAL (732.049,875) (741,123,597)
DIFFERENCE BETWEEN PROOUCTION VALUE AND COSTS (A-B) (45,187,568) {10,384,383)
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(EUR) 2018 207
C) FINANCIAL INCOME AND EXPENSES
15) Income from equity investrments.,
- from subsidiaries 56,396,829 68,204,063
- from assoeciates - -
- fromm parent comganies - -
- fror companies subyect 1o control by the parent cormpanies - -
- fram others 26,867,453 -
83,264,282 68,204,063
16} Other financial income:
a) from recevabies recorded under hon-Current assets
- from subsidianes 11,297 551 9.318,945
- from associales - -
frorm parent companies - -
- from companes subject to controt by the parent companies - -
- from others - -
11,297,551 9,318,945
b)) from secLrities recorded under non current assels _
that are not equty investmments
c} from securites recorded under current assets that aré not equity iInvestments - -
d) other types of income
- from subsidiaries 336,337 6955,805
from associates - -
- fram parent companies 8,543 19772
from companies subject to controf by the parent companies - -
- from others 88,737 176,3c8
433,617 7,151,385
11,731,168 16,470,830
17} Interest and otrer financial expenses
- 0 subsidianes {602.614) (884,388)
- assocates - -
1o parent cormpanes (649,582} {964,872)
- 10 coMmpanies subject to control by parent companies - -
- 10 others {68,116) (102,777}
- (1,320,312) {1,952.037)
17 wsy Ganns and losses on foregn exchange 145840 {7,445
TOTAL 93,820,978 82715411
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{EUR) 2018 2017
{D) VALUE ADJUSTMENTS TO FINANCIAL ASSETS AND LIABILITIES
18) Adjustments:
a) of equity investments - -
b) of financial assets that are not eguity investments - -
c) of securtties recorded under gurrent assets that are nol equity investments - -
d) of derivative financial instruments 9963,272 1,284,442
9,963,272 1,284,442
19) wrte-downs
a) of equity investments (550,000) (996,237)
b) of financial assets that are not equity investrments - -
¢) of secunties recorded under curent assets that are not equety investments - -
d) of derivative financial instruments {10,987,717) (488,146}
(11,537, 711) {1,484 383)
TOTAL ADJUSTMENTS (18-19) (D) {1.574,439) (199.941)
PROFIT (LOSS) BEFORE TAXES {A - B +/- C +/- D} 47,058,971 71,531,087
29) income taxes for the year: current, deferred and prepaid 13,627,844 6,954,070
21} PROFIT (LOSS) FOR THE YEAR 60,686,815 78,485,157
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(EUR) 2018 2017
A CASH FLOW FROM DPERATING ACTIVITIES {INDIRECT METHOD)

Prafit for the year 60686815 78485157
Income taxes 136273844 {6.954,070)
Interest expense/(interest Income) {10.410,856) {9.551.113)
{Dvidends} {56,396,829) (68,204.063)
(Capital gains)/capital losses from transfer of assets (26,867,453) (4.960,235)

1 m‘(;m)qum tl;‘eoy'::rs bf:;?“re‘::::fn:s tax, interast, dividends (19.360,479) (11.184.324)
Provisiors 1,926,00 816850
Amortisation/depreciabon of nan-current assets 1,763,261 1,768,707
Write-dawns for imparment 550,000 996.237
Other adiustrmems for non-ronetary elements
Value adjustments to financial assets and liabities of financi2l denvatives that do 1,024,600 (796.297)
nat nvolve financial movermnents

2. Cash flaw before changes i net working capital 5263867 10,137,557
Decreases/(increases) in Nventores (1.874,143) (3.853.000)
Decreases/(increases) n trade receivables 19.660482 46,638,000
Increases/{decreases) in trade payaliles 7 198 6B6) (24,725,000)
Decreases/(increases) in accrued income and prapaig Expenses (1.354.320) {2.045,000)
increases/(decreases) n accrued expenses and deferred incame (28.506) 28000}
Cther changes 11 net working capial (25411,423) 18,818,143

3. Cash faw after changes in net working capital (11,209,616) 34,795,143
Interest recesved/{paid} 10,410,856 7168918
(Income taxes paid) - (55.366)
Bividends recerved 54,396,829 68,204,063
(Use of employees’ severance inderrnities provision) {1.571,838) (1,422,573)
(Use of the provisions) {4.932,856} {4,883336)
Other collectiors and payments

4. Cash Row after other adjustments 58,302,991 69,011,706

CASH FLOW FROM OPERATING ACTIVITIES (A) 32,996,757 102,760,082
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(EUR) 2018 2017
B8 CASH FLOW FROM INVESTING ACTIVITIES

Property, plant and equipment

(Capital expenditure) (736.959) (673,994)

Divestments - -

Intangible assets

{Capital expenditure) (1,218,234} (484.714)

Divestments

Financial assets

(Capitat expenditure) (133,156,246) {42,365,766)

Diwvestments 60,759,639

Short-termn financial assetg

{Capital expenditure) 49,180,761 (51.051,000)

Divestments
CASH FLOW FROM INVESTING ACTIVITIES (8) (85,930,678) (33.815,835)
€ CASHFLOW FROM LOAN ACTIVITIES

Borrowings

Increase (decrease) of short-term borrowings rom banks (6,712.417) (17,694)

increase (decrease) of short-term payables/receivabies to/from group companies 94,787.071 (69,268,306)

Loans taken out

Loans paid back 22 -

Sharehoiders' equity

Paid share capital increasss

{Repayrent of capital)

Sale (purchase) of treasury shares

Qther changes in Sharehalders’ Equity (17.336,049) 2,314,000

Divdends {and advances on dividends) paid (20,000,000) -
CASH FLOW FROM LOAN ACTIVITIES (C) 50,738,627 (66,972,000}
Increase (decrease) of cash and cash equivatents (A B+ C) {2,195,294) 1,972,247
Cash and cash equivalents of merged companies - 1237846
Qpening cash and cash egquivialents 3,210,162 89
CLOSING CASH AND CASH EQUIVALENTS 1,014,868 3,210,162
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EXPLANATORY NOTES TO THE FINANCIAL
STATEMENTS AT 31 DECEMBER 2018

The financial staterments of ERG Pawer Generation S.p.A {hereinafter also ‘Company’}, drawn up in accordance with
the requlations comtained in Articles 2423 et seq of the alian Civil Code, mtarpreted and added to the accounting
standards issued by the italian Accounting Body (the '0IC accounting standards’), cormngrise the following decuments:
Statement of Financial Position, Income Statement, Statement of Cash Flows and Explanatory Notes

For each tem of the Statement of Financial Position, Income Statemert and Statement of Cash Flows, the
corresponding values at 31 December 2017 are also provided If the items are not comparable, those of the prior year
were adapted, providing the relative comments on the circumstances in question in the Explanatory Notes.

The Statement of Cash Flows shows the positive or negative variations in cash and cash equivalents during the year
and was drawn up using the irdirect methad, based on the farmat pravided by accounting standard OIC 10.

The Statement of Financial Pasition, Incorme Statement and Statement of Cash Flows were drawn up in Euro, without
decimals, while the values in tne Explanatory Notes are expressed in thousands of Eur, unless otherwise specified
In application of the principle of matenality, as setout in Art 2423, paragraph 4, of the halian Civii Code. the Explanatary
Notes ormit the comments on the rterms in the financial statements, even if specificaily envisaged by Art. 2427 of the
Italian Civil Code or by cther provisions, in cases where the armount of sad iterns and the refative information are
irrelevant in providing a true and accurate representation of the Company's economic and financial position and
operating results,

If the information required by specific legal provisions is not sufficient in providing a true and accurate representation,
tne supplementary infarmation deemed necessary for this purpose is provided

With regard to the Campany’s activities and transactions with subsidiaries, associates, parent companies and
companies subject to jont control, please refer to the Directors’ Report, drawn up by the Directors and included with
these financial statements.

The significant events after year-end, the proposal for aflocation of the profit for the year and the total amount of
commitments, guarantees and contingent fiabilities not indicated ia the Statement of Financial Pasition are stated in
the refative paragraphs of these Notes.

Nate that, pursuant to Art. 2497 et seq of the ialan Civil Code, the Company s subject to management and
coardination by ERG S p. A ; therefore, the Explanatory Notes include a summary staternent of the key data from the
latest financial statements of sa'd company

ERG Power Generation S p A. is controlled directy by ERG S.p A, with registered office at Via De Marini 1,1n Genoa,
and indirectly by San Quinco S p A, with registered office in Via Ciovasso 4, in Mitan, which respectively draw up the
consolidated financial staterments of the smallest groun of companies and the largest group of companies to which

the Company heiongs as subsidiary The consolidated financial statements of ERG S.p A. are available on the internet
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site of ERG S.p.A, at www erg eu, while the consolidated financial statements of San Quirico S.p.A are available at

the company's registered office.

THE COMPANY

The company 1s currently a wholly-owned subsidiary of ERGSp A

Management of the industrial and commercial processes of the ERG Group is entrusted 1o the subsidiary ERG Power

Generation S.p A which carries out:

centralised Energy Management actwities for all the generation technologies in which the ERG Group operates;
the Operation & Maintenance activities of its Italian wind farms and part of the plants in France and Germany, as
well as the plants at the Terni Hydroelectric Complex and the CCGT plant. It provides technical and administrative

services in France and Germany for group companies and third parties through its foreign subsidiaries.

Therefore, ERG Pawer Generation SpA. is assigned responsibity for the Group's industral and commercial

processes, organised inta:

- Wind. Thermo, Hydro and, since 2018, Solar generation technologies, which in turn are organised into production

units on a geographicat basis,

Energy Management, as a single entry point to the organised markets;

a commnercial structure dedicated to Key Accounts;

a centre of techrological excellence, responsible for the Engineenng & Construction processes;

a specialised centre of excellence n reguiatory, planning and performance control matters, transversal across all
industrial processes,

a structure dedicated to managermnen: of health and safety issues and to protection of the environment for the entire

Group.

ERG Pawer Generation Sp A also aperales, directly or through its subsidiaries, in the Electric power generation

sectors, in particylar:

- inthe generation of electricity from wind sources, with 1,822 MW of installed power at 37 December 2018. ERG is

tne leading wind power operator in Italy and one of the top ten in Europe The wind farms are manly concentrated in
italy (1,093 MW), but with a significant and rising presence also abroad (729 MW operational), in particular in France

(307 MW), Germany (216 MW), Poland (82 MW), Romania (70 MW) and Bulgaria (54 MW),

- as from January 2018, in the generation of electricity from solar sources, with an instalied capacity of 90 MW,

thraugh 31 phatoveltaic plants which became operative between 2010 and 2011 and are located in 8 regions
between the Narth and the South of Italy; in January 2016, ERG furtherincreased its presence in the sector following

the acquisition of two phatovoltaic plants in the Lazio region with an installed capacity of 51.4 Mw;
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- inthe sector of electricity generation frormn hydroelectric sources through an integrated portfolio of assets consisting
of 19 plants, 7 dams, 3 reservoirs and ore pumping station, geographically located throughout Umbria, Marche and

Lazio, with a capacity of 527 MW,

in the generation of electricity from thermagelectric socurces through the CCGT “Centrale Nord” plant (480 MW}
at the industrial site in Priolo Gargalio (SR), Sicly. This is a high-efficiency co-generation plant (C AR, based on
combined cycle technology fuellea with natural gas, which carme into stream commercially in Aprit 2070 along with

other ancillary plants for the production of steamn and, to a tlesser extent, of ather utilities.

During the course of the year, the Cornpany mainly carried oul activities.

a) in the electnicity sector, including the purchase, generation, import, export and sale including to end customers)
of electricity and related products such as, for example, securities and instrurments reiated to those activities;

b) inthe energy sector in general, including the purchase. impert and sale (including to end customers) of fuels and
other utlities;

¢} inother sectors that are related or close to the activities carried out in the above-mentioned sectors which allow
for belter use of the structures, resources and skills used, allowing the goods produced and services provided in

the above-mentioned sectors to pe used more effectively.

The foliowing actwvities aiso form part of the Corrpany business purposes (i) the design, construction, maintenance
and managernent of plants; {ii) production and sale of equiprnienl, (i) research, consultancy services and assistance,
and (iv) the purchase, sale and markeung of goads and services referred to in the sectors described under letters a),
b) and ¢} of the preceding paragraph (including, by way of example, marketing and management services, as well as

performance monitoring).

GENERAL PRINCIPLES IN THE PREPARATION OF THE FINANCIAL
STATEMENTS

Iterns in the financial statements were valued based on the general criteria of pruoence and accrual, on a going concern
basis; the items were recognised and stated by taking into account the substance of the transaction or contract, where
compatible with the provisions of the ltalian Civil Code and of the OIC accounting standards.

Application of the principle of prudence resulted in individual valuation of the iterns making up the individual assets or
irabifities, m order to avaid offsetting between losses that shoyld have been recognised and income that should not
be recognised gince it has not been reglised In particular, profits were inciuded only If they were realised by the end of
the financial year, while the risks and iogses pertaining to the financial year were taxen into account even if they were

recorded after the end of the financial year
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In accordance with the accrual principle, transactions were recorded in and assigned to the year to which such

transactions refer, and not to the year in which the relative collections and payments were made

The measurement criteria did nat change with respect ta the prior year, in order to enable comparability of the Company's

financial statements over time.

No exceptional cases occurred during the year which required recourse to derogation fram the valuation eriteria,

pursuant to Art 2423, paragraph 5, of the talian Civil Code, as 3 result of being incompatible with a true and fair view of

the Company’s economic and financial position and operating results. No revaluations of assets were carried out during
the year pursuant to special laws on the subject.

Preparation of the financial statermnents requires estimates that affect the values of assets and liabilities and the relative

financial statements. The final results may differ from these estimates. Estimates are reviewed pericdically, and the

effects of changes in estimates, where not arising from efrors in the estimates, are stated in the income staterment in the
year in which the changes occur, if they only affect that year, and even in subseguent years if the changes impact both
the current year ax well as 'ater years.

The main estimates for which the use of subjective assessments is mare heavily required were used, inter alia, for:

« determination of the useful life of the assets, the relative depreciation/amortisation rates and any write-downs for
impawment,

+ provisions far risks for labilities related to legal and tax disputes for which a financial outlay (s deermed likely and the
amount of the resulting charges can be reasonably estimated,

- deferred tax assets, recognised on the basis of the future taxability of expected profits generated in accordance
with business plans as well as of the expected renewal of 1ax consolidation regimes,

+ the estimate of revenues from ordinary operations pertaining to the energy business, 1n relation to determination of
the fair value of the energy efficiency certificates;

- the impasrrnent test for intangible and tangible assets and fer other equity investments, described in detail in the
impairment test paragraph, which implies - in estimating the value in use — the utilisation of the investee compantes’
Business Plans, based on a set of assurmptions and hypotheses relating to future events and actions by the investee
companies’ governing bodies, which may not necessarily occur. Similar estimation procedures are necessary when
reference is made to the estimated fair value {net of disposal costs) cormporent due to the uncertainty inherent in

any negotiatior,

For clearer disclosure, it was deermed prefarable to show all amounts rounded off to the nearest EUR thousand in the
Explaratory Nates; consequently, in sorme staterments, totals rmay differ slightly from the sum of the amounts that

comprise them.
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ACCOUNTING POLICIES

Intangible assets

Intangible assets are recognised, upon approval by the Board of Statutary Auditors where envisaged, at their historic
acquisition cost, net of amortisation applied over the years and of any write-dawns attributed directly to the individual
iterns. The cost includes anciliary charges and direct and indirect costs for the portion reasonably attributable to the
asset, with respect 10 the period of construction and up until the moment in which the asset may be used. and the
financial charges incurred to finance construction (internal or through third parties) unti! use of the asset is passible,

These armounts are reduced an an annual basis and recegnised in the income statement using an amortisation
process, on a straight-line basis in accordance with their useful lives and atso considering any residual possibility of
use.

The start-up and expansion costs are amortised on a straight-line basis over five years

Leasehold impravements are capitalised and recognised under “other intangibie assets” If they cannot be separated
from the assets themselves (atherwise they are recagnised under the specific itemn of “property, plant and equipment”),
and amorhsed on a straight-line basis at the lower of the penod of expected future utlity and the residual Jease, laking
into account any renewal periad, if dependent on the Company.

If, regardiess of any amaortisation already recognised, there proves to be wmpairment, the assel 1s written down
accordingly. If in later years the reason for the write-down no fonger anplies, the original value is restored 1o the extent
of the value the asset would have nad if the write-dowrn hed never becn made, with the excentinn of "Deferred charges®
pursuant ta number 5 under Article 2425 of the Italian Civil Code

The amortisation rate on software is 33%, while leasshold iImpravements are amortised at 20%.

In general, intangible assets are amortised over a maximum period of five years

Goodwill includes armounts paid with regard to company purchase transactions or other corporate transactions and
is amortised based on useful life. The useful life figure is estimated upen initial recegnition of goodwill and 18 not
changed in subsequent years. if it 1s not possible to estimate useful life, goodwil' is amortised over a penod of 10
years.

Intangible assets are revalued, up 1o their recoverable vaiue, only in cases envisaged or permitted by law.

Property, pfant and equipment

These are recognised al purchase cost, incluging girectly attributable ancillary charges and costs incurred to use the
asser, net of any commercial discounts and cash discounts of a significant armount

The values recorded are adjusted annually based on the correspending accumulated depreciation. The depreciation
amounts recogrised In the incorme statement are calculated on a straight-line basis, using rates considered to be
representative of the estimated economic-technical useful life of the assets to which they refer.

Depreciaticn begins at the morment in which the asset 1s available and reacy for use. In apolcaticn of the pnnciple of

materiality, pussuant to Art 2423, paragragh 4, of the Itahan Civil Code and the provisions of the relative accounting
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standard, the depreciation rates were reduced by half during the first year of depreciation.

Froperty, plant and equipment recorded in the financial statements were revalued exclusively in accordance with the:
legal provisions and within the lirruts of the higher of current value and value in use

Rates of depreciation are determined in accordance with prudential critena and the estimated residual possibility of
use of each asset in accordance with rates of use in previous years

if, at year-end, regardless of the depreciation already recegrised, impairment occurs, the fixed asset is written down
acecordingly |f the reascns for impairment cease to exist in subsequent years, the or ginal value is restored, adjusted
solely based on the depreciation.

italian Legislative Decree 139/2015 replaced the principle of economic function with the principle of economic
substance. In this respect, the OIC 16 Italian accounting standard specified that non-current assets are initially
recognised on the date in which the risks and benefits connected with the acquired asset are transferred, further
specifying that said transfer of risks and benefits usually occurs when the ownership title is transferred. In any case,
it states that "if, by virtue of specific contractual clauses, the date in which the nsks and benefits are transferred and
the date in which cwnership title is transferred are not the same, the date in which risks and benefits were transferred

shall prevail” and that “in carrying out said analyses, all contractual clauses must be examined”.

wWrite-downs for impairment of property, plant and equipment and intangible assets ("Impasrment")
Onthe basis of OIC 9, the Company subjects its tangible and intangible fixed assets toimpairment testing to determine
whether there are indications that they may have suffered impairment at the dates of the financial statements If such
an indication exists, it Is necessary 1o eslimate the recoverable value of the asset to determine the amount of any
write-downs

When itis not possible to estimate the recoverable value of an ind vidual asset, the Company estimates the recoverable
value of the cash-generating unit to which the asset belongs

The recoverable amcount of an asset is the higher between its fair value, less the costs of the sale, and its value in use
determined as the present value of expected future cash flows.

Future cash flows are estimated with reference to the current conditions of non-current assets and therefore do not
include cash inflows or outflows that are expected to arise from future restructunng to which the Company has not
yet committed, ar from improverment ar optimisation of return on the asset.

Impairment is recognised if the recoverable value is less than the carrying value. Should the impairment of a fixed
asset, other than goodwill and deferred charges, subseguently no longer apply or be reduced, the carrying value of
the asset or cash-generating uni: 1s increased up ta the new estimate of the recaverable value, without exceeding the
value that would have been determined if no impairment had been recognised.

At each reporting date, the Company assesses the existence of any indication that an asset may have undergone
impairment, If such an indication exists, the Company astimates the recoverable value of the asset and writes it down

only if the latter is lower than the cerrespending carrying amount.
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Equity investments financial receivables and securities

Financial assets inciude equity investments, financial receivables and securities.

Equity investrments and debt securities recagnised as non-cufrent assets are due lo be held permanently among the
Company's assets. Equity investments are measwed using the cost method, adjusted for impairment losses. The
cost method assumes that the recognition value is calculated on the basis of the purchase or subscriphon price,
including ancillary costs When imparment is detected, the carrying value of the investment is written down to its
lowest recoverable value, calculated on the basis of future benefits expected as inflows by the investor. The original
value of the equity investment is written back in later years if the reasons for the write-down should no longer apply.
For the 2018 financial statements, as in previous years, the recoverability of the carrying values of the equity
Investments in subsidares and in joint ventures was tested.

With regard to the above investments, no imparrment was recorded during preparation of the 2018 financial

staternents.

inventories

Inveniories of ancillary and consumable materials and spare parts are recognised using the weighted average cost
method per period on an annual basis. These are measured at the lower between the cost and estimated realisable
value as deduced from market trends (Article 2426, paragraph 9, ltalian Civil Code).

To determine the estimated realisable value from market trends, the replacernent cost is normally taken as reference
or, where available, the net realisable value of the assets.

In the event of obsolescence or slow lurnaver of the materials, the carrying amount 1s written down accordingly with
a provis on used to directly cut the inventory value.

Work in progress reflects the actual progress of the works and services performed by the Company in favour of its

Subsidiaries in prajects regarding Repowering and Reblading, in accordance witr the provisions of OIC 23

Receivables

Recewables are recorded in the financial statements based on the amortised cost method, taking into account
the time factor and the estimated realisable value. The amortised cost method is not applied when the effects are
immaterial, or when the transaction costs, comemissions paid by the parties and any ather difference between initial
and final value are of limnted significance, or if the receivables are short term (with maturity of 'ess than 12 manths)
Moreover, pursuant to Art 12, paragraph 2 of lalian Legislative Decree no 139/2015, the Carrpany exercised the
option net to apply the amartised cast criterion and discount all receivables that arose prior to 1 January 2016

Trade receivables with expiry beyond 12 months from initial recogrition, without payment of interest, or with inferest
significantly different from the market interest rates, and the relative revenues, are ritially recagnised at the value
determined by discounting the future cash flows at the market interest rate. The difference between initial recagnition
value af the receivable determined in this manner and the final vaiue 1s recorded in the income staterment as financial

income throughoust the duration of the receivable, using the effective interest rate method
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The trade receivables in the financial staterments all have expiries of less than 12 months and are therefore recogmsed
at nrominal value. Moreover, the receivables are recognised at estimated realisable value. The value of recevables 1s
adjusted to the estimated realisable value through the allocation of an appropriate loss allowance, established by
taking 1nto account the country risk and the economic conditions in general and wrthin the specific sector The loss
allowance is estimated through an analysis of the significant receivables individually and at the pertfalio levet for the
remaining ones, calculating the presumed losses on receivables as at the reporting date.

Recelvable operations carried in foreign currencies are converted into Euros at the exchange rate on the date of the
operation, and the difference between the amount and the amount actually received 15 recognised under the income
staterment under financial charges and income.

The exchange rate differences resulting from adjustment of the recervables in foreign currency to the exchange rate

at year-end with respect to the date of the operation are recognised in the income statement.

Financial assets

Asindicated in OIC 14, receivables generated by centralised managermnent of treasury (i.e. cash pooiing) are recognised,
if permitted by the terms of collection, under “Short-term financial assets”, as "Financial assets for centralised treasury
management”, indicating the counterparty (for exarnple, parent company or subsidiary). If the shart-term caoilection

termms are not satisfied, these receivables are recorded under financial assets.

Cash and cash equivatlents
These are recorded at nominal value with 3 separate indication for bank and postal deposits and cash and notes on

hand.

Accruals and Deferrals

The item accruals and deferrals includes the portions of costs and revenues accrued during the year but collectible
in subsequent years, and the portions of costs and revenues incurred within the end of the year but relating to
subsequent years, based an the accrual principle

At the end of each year, the conditions that determined initial recogniticn are verified and, f necessary. the required
value adjustments are made. In particuiar, in addition to the passage of time, accrued income is considered to be the
estimated realisable value, while prepaid expenses are considered 1o be the existence of a future economic benefit

related to deferred costs.

Shareholders' equity

Transactions between the Company and shareholders {acting as shareholders) may give rise to receivables from or
payables to sharehalders The Company recognises a receivable from shareholders when the shareholders take on a
commitment with respect to the Cermpany, and 1t recognises a payable when 1t takes on a commitment with respect

{0 shareholders.
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Payments made by shareholders that do not envisage a repayment obligation are recorded under the relevant item
of shareholders’ equity, while loans received from sharehoiders that envisage a repayment obligation are recorded
under payables

Treasury shares are recorded at a value corresponding to their purchase cost in a negalbve shareholders’ reserve,
upon purchase of the shares themselves.

The negative reserve is reversed, following a shareholders’ resalution to cancel treasury shares, and the share capilat
1s simultaneously reduced by the nominal value of the shares cancelled. Any difference between the carrying vatue of
the reserve and the nominal value of the cancelled shares is recognised as an increase or decrease to shareholders’
equity

in the event of disposal of treasury shares, any difference between the carrying value of the negative reserve and the
realisable value of the disposed shares is recognised as an increase or decrease to another item of sharehalders’
equity.

Should the company purchase shares from the parent company, within the limits set out by Art. 2359-bis, paragraph

3 of the italian Civil Code, a specific Unavailable reserve is created under shareholders’ equity for an equat amount

The effecis on shareholders' equity of apphcation of the cther accounting standards are commented on in the

respective sections.

Provisions for risks and charges

Provisions for risks and charges are allocated against liabilities of a calculable nature, certain or probable, for which
nevertheless at year end the total of contngency date is not yet known.

Potential habilities are recognised in the finarcial statements and registered under the provisions when their realisation
has becorme probable and when the amount of the relative charge can be reasonably estimated.

The general principles of prudence and economic accrual are employed when measuring the charge; on the other
hand, these principles do not permit the establishment of generic risk provisions or provisions that cannot be
financially justified

If the occurrence of a liability is arly possible for certain risks or if an objective forecast cannat be made of the
originating charge, they wil! be ind:cated in the Explanatory Notes without allocation to provisions far risks and charges.
If tne possibility of realisation of a risk is considered to be remote, it will not be taken into account

Following the changes introduced by Legislative Decree 139/2015, a specific item was added under the item
provisions for risks and charges™ fortne fair value of derivatives.

Provisions for msks and charges are recognised as a priofity in the income statement iterns of the relevant classes,
with the criteria of classification of costs by nature prevailing. The amount of allocat.onto the provisions is determined
hased on the best estimate of costs, including legal fees, at each reporting date. Moreover, if there 1s a provision
for expenses, the estmate may aiso take into consideration the time horizon in question, if it is possible to make a

reascnably reliable estimate of the putlay connected to the abligation and the date of occurrence, and if the latter s
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so far ahead (n tirme as to rrake the present value of the obligation and the estimated hability at the moment of outlay

significantly different.

Employee henefits

Based on cantracts stipulated with a number of employees, the Company has certain obligations with regard to
additional monthly pay and electricity discounts

The amoum of the benefit provided to the employee is guantifiable only after termination of the employment
relationship and 1s iinked to one or more factors, such as age, years of service, and remuneration. Therefore, the
relative cast is recognised in the income statement on an actuarial basis The liability is recognised in the financial

statements at the present vakse of the obligation at the reparting date

Derivative instruments

Derivative financia’ instrumnents are financial assets and liabilities recognised at farr value at each reporting date.

Fair value is the price that would be received for the sale of an asset or that would be paid for the transfer of a liability

In a regular transaction between market operators at the valuabon date and, in the case of unlisted denvatives, 1s

determined by the Company using the appropriate valuation techniques, through assumptions, parameters and fair

value hierarchy levels envisaged by the reference accounting standard.

Derivatives are classified as hedging instruments cnly when, at the beginning of the hedge, there is a close and

decumented caorrelation between the characteristics of the hedged asset and those af the derivative, and the hedge

itself is formally documented and its effectiveness, verified periodically, is fugh.

Cerivative financial instruments may be designated as hedging transactions when:

a) the hedging relationship solely consists of allowable hedging instruments and allowatle hedged items;

b} at the beginning of the hedging relaticnship, there is a designation and formal documentation on the hedging

relationship, of the objectives of the Company with regard 1o risk managernent and of the hedging strategy.

c) the hedging relaticnship satisfies the qualitative and quantitative requirernents of effectiveness of the hedge.

When derivatives hedge against the risk of changes in future cash flows of the hedged asset, the effective portion of

profits or Josses on the derivative instrument is suspended in sharehalders’ equity. The profits and losses associated

with a hedge are recognised in the incame staternent as regards the ineffective portion Cumnulative profits and losses
recagnisec in shareholders’ equity up to that moment are recognised in the income statement when the relative
transaction oceurs (adjusting or integrating the income staternent iterns impacted by the hedged cash flows).

Therefore, the changes in relative fair value of hecging derivatives are recognised:

- inthe Income statement uncer items D18 or D19 In the event of fair value hedging of an asset or llability recognised
in the financial statements, as well as changes in the fair value of hedged items (if the change in fair value of the
hedged asset is higher in absalute terms than the change in fair value of the hedging instrument, the difference is
recagnised under the relative Incame staternent item of the hedged iter);

« in a specific sharehalders’ equity reserve (under the item AVIl “Reserve for transactions to hedge expected cash
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flaws") in the event of hedging of cash flows using methods to offset the effects of the hedged flows (the ineffective
companent, as well as the change in time value of the options and forwards, 1s classified under tems D18 and D19),
For derivative financial instruments classified as trading, which do nat satisfy the requirements to be handled in hedge
accounting, the changes in fair value are recognised 1n the statement of financial position and posted to the income
statemment under iterms 018 and D19 upon subsequent measurement and when the derivative is eliminated from the

accoupts

Employees' severance indemnities

Recorded within the item employees’ severance indemnities are the amounts that empioyees wauld be entitied to
recerve In the event of termination of the employment relationship as at the reporting date. The seniority indemnities
comprising this item, namely the provisians ailocated for the year and the annual revaluation of the pre-existing fund,
are calculated in accordance with the regulations in effect. The ernplayees’ severance indermnities are recognised
under item C of liahilities and the relative pravision under iterm B9 of the income staternent.

Following the introduction of the prowisions of the 2007 Financial Act and relative implermentation decrees, starting
from 1 January 2607, the accrued Employees' severance indemnities have been designated to pension funds or to
the treasury fund established with INPS (the Italian National Social Security Institute). The accounting treatment of
amounts accrued from 1 January 2007 is therefore considered as equivalent 1o contributions of other nature, with
regard to the supplementary pension option as well as in the case of designation to the Treasury Fund established
with INIS. The tem therefore includes contributions accrued by employees prior Lo e dule ndicated and not yet

paid, net of any advances received ir accordance with the reguiatians in effect

Payables

Payables are liab#ities of a specified nature and certain existence that represent obligations to pay fixed or determinable
amounts of cash ta lenders, suppiiers and ather parties The classification af payables amang the various debt iterns
is made on the basis of their nature (or origin) with respect to ordinary operations, regardless of the period of time
within which the liabilities must be settled.

Payables arising from the purchase of assets are recognised when the production drocess for the assets has been
cormpleted and the awnership has beer transferred, using the transfer of risks and benefits as the reference parameter

Payables for services are recognised when the services have been received.

Payables are recorded based on the amortised cost method, taking 1Into account the time factor. The amortised
cost method 1s not applicable to payables if its effects are wrelevant The effects are considered irrelevant for short-
term payables (namely those due in less than 12 months). For the amortised cost methad, see the description for
receivables. Payable transactions in foreign currency cartied out dunng the year are converted into Euras at the
exchange rate in effect on the date of the transaction, and the difference between this amourt ang the amount

actually paid is recognised in the incomne statement under financial charges and income.
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The exchange rate differences resulting from alignment of the payables in foreign currency 1o the exchange rate at

year-and with respect ta the date of the transaction are recognised in the income statement.

Statement of Cash Flaws

The statement of cash flows includes all cash inflows and outflows during the year.

The single cash flows are presented individually in the following categornes of the statement of cash flows
a operating activities;

b. investing activities,

¢ loan activities.

The categories of cash flows are presented in the order shawn above.

The cash flow from operating activities is calculated using the indirect method, i.e. by adjusting the profit or loss for
the year shown in the income statement.

The algebraic sumn of the cash flows of each category mentioned abave represents the net change (increase or
decrease) of the cash and cash equivalents during the year.

The statement of cash flows is presented in scaled format

The OIC 10 accounting principle ntroduced the following amendments:

- interest paid and collected is presented separately amang cash flows from operating activities, except for specific
cases in which it refers directly to investrments (investing actiwities) or financing {loan activities);

- dividends received and paid are presented separately under operating activ:ties or loan activities, respectively,

- cash flows relating to income tax are presented separately and classified under operating activities

Revenues and costs for the year

Revenues and income from the sale of goods, costs and charges are recognised, net of returns, discounts and rebates,
as well as the taxes directly connecied to the sale of the products and to the provisian of the services, when the actual
and not merely formal transfer of the title of ownership, assumned as the reference parameter, for substantial transfer
of risks and benefits has taken place, in accardance with the accrual principle and with the principle of prudence,
regardless of the date of collection and payment.

Revenues from the sale of products, goods or services with respect to ordinaty operations are recorded nhet of returns,
discounts, rebates and premiums, and of the taxes directly connected to the sale of procucts and provision of services.
Revenues for the performance of services are recognised upon completion and/or accrual.

White certificates (Energy Efficiency Certficates) are recognised by the GSE upon achievernent of energy savings
achieved in end uses through the use of appropriate technologies and the implementation of efficient systems
White certificates are accounted for on an accrual basis among revenues for the year, based on one certificate for

every TOE (Tonnes of Oil Eguivalent) actually saved during the year.



A P e L N L T L R RS FINAMCIAL STATEMENTS

Their value is measured on the basis of the price agreed in the bilateral agreement for the sale of the Energy Efficiency
Certificates (TEF) or in the trading sessions of the GME (Electncity Market Manager) platform, taking into account that
the certificates are made avaifable in the aperator's account during the year subsequent to the reference year. in the
event of non-sale during the year, the measurement takes place based on the Final Tariff Cantribution calculated, with
reference ta the period carresponding ta the Mandatary Year (definred as the period between June of the reference
year and May of the subsequent calendar year), according o the weighted mean of TEE prices recorded on the
Electricity Market Manager's platform and the monthly averages of the TEE sale prices achieved through bilateral
negohations.

in relation ta the regulatory abligations ariging from the CO, emissions, the Company mainly uses emission quotas to
meet its own requirements duting the year (own use). Purchased certificates are recognised at the specific cost on
an acecrual basis If the purchased certificates, net of those assigned without charge, exceed the amount necessary
to meet the regulatory obligations, this excess is recognised under prepaid expenses.

Operations with the parent company and other ERG group companies are carried out on an arrm's length basis.
Costs are accounted for based on the acerual principle, regardless of the date of collection and payment, net of

returns, discounts, rebates and prermiums.

Dividends
Dividends are recorded in the year in which they are resolved by the Shareheoiders’ Meeting. Dividends are recognised

as financial income regardiess of the nature of the reserves to be distnbuted

Financial income and expenses

Financial income and expenses are recognised on an accrual basis Costsrelating to receivables factoring transactions
for any reason (with or without recourse) and of any nature {irade, financia. or other) are recogrised in the year in
wtich they arose.

Financial expenses are recogrised for an amourt equal to the amount accrued duning the year.

Foreign currency items

Non-manetary assets and liabilities originally stated in foreign currency are recognised in the statement of financial
pasition at the excharnige rate in effect upon their purchase, or at the initial recagnition cost.

Monetary assets and liabilities originally stated in foreign currency are converted in the financiai staternents at the
spot exchange rate as at the end of the year; the relative exchange rate gains and losses arerecognised in the income

staternent and any net profit 15 allocated to a specific non-distributable reserve until realisation.

Current and deferred taxes
Current taxes are calculated onthe basis of a realistic forecast of taxable inceme for the year, determined in accordance

with tax legislation and by applying the tax rates in effect as al the reporting date The relative tax payable s recorded
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in the batance sheet net of advances paid, withholdings and tax credits that can be offset and not requested as
reimbursement; ‘f the advances paid, withholdings and credits exceed the taxes due, the related tax credit is recorded
Tax receivables and payables are measured using the amortised cost method, except for cases where they are
coilectible within 12 months

The Company participates in the national tax consolidation scheme of parent company ERG S p.A. for IRES purposes.
The tax cansolidation agreement requires each company adopting the tax consolidation to transfer its taxable
income (or tax loss) to the consalidator. The consolidator then records a receivable equal to the IRES payable (the
consolidated entity instead records a payable due to the consolidator). Conversely, for companies recording a tax
lass, the conselidator recognises an IRES tax payable on the portion of the loss actually offset at Group level {the
consolidated entity recording a tax rece vable due from the consolidator).

The balance sheet therefore includes the receivables and payables due frarm and to the consolidator as a result of
quantification of the tax advantages granted and received.

Tax payments are arranged by the Consolidator.

Deferred tax assets and liabilities are calculated and allocated on the basis of temporary differences between the value
assigned to a given asset or hability in accordance with statutory provisions and the value assigned for tax purposes,
in compliance with the principles of prudence and accrual accounting. They are rmeasured by taking into account the
presumed tax rate that the Company expects to apply in the year in which the differences will be considered in foerming
the tax result, considering the rates in force or already confirmed at the reporting date and allocated respectively to the
"deferred tax provision” as part of the provisions for risks and charges under {iabilities and tem 5-ter), or ta "deferred
tax assets” under current assets

Deferred tax assets are recogrised for all deductible temporary differences in compliance with the principle of prudent
accounting, if there is reasonable certainty of taxable income not less than the total differences to be offset in the year
in which they will be reversed.

Vice versa, deferred tax liabilities are recognised on all taxable temporary differences.

in compliance with the provisions of Article 2424 of the Italian Civil Code, deferred tax assets are indicated in the
Staternert of Financial Position in the item "Deferred tax assets” under current assets, whilst deferred tax liabilities are
indicated under “Provisions for risks and charges” in the item "Deferred tax provision”.

Tax payments are arranged by the Consolidatar

The Explanatory Notes include a statement of the temporary differences that led to the recognition of deferred and
prepaid taxes, specifying the rate applied and the changes compared to the previous year, the amounts debited or
credited to the income statement or ta shareholgers’ equity and the items excluded from the calcutation, as well as
the amount of prepaid taxes recorded in the financial statements relating to losses for the year or previous years and
the amount of taxes not yet recorded

The rate used to caiculate deferred tax assets is the nominal IRES (corporate tax) rate of 24% and the IRAR {regional

tax} rate of 4.82%, where envisaged.
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Intrg groun refations and ralations with related parties
Please refer to the relevant chapter at the end of these Explanatory Notes for the disclosure relating to intra-group
relations and relations with rejated parties

Operatians with the parent company and other ERG group companies are carried out on an arm's length basis.

Company drawing up the consolidated financial statements
Startng from the year 2077 Management has decided to draw up Consaolidated IAS Financial Statements,
representative of the new graup, which includes companies that were under the scope of consolidation of ERG Power

Generahan S p A, as wel' as those that are part of the ERG Renew Group,

Other informatian

Effectve 1 Jamnuary 2818, the assets that were part of the french branch of ERG Power Generation S.p.A. were
transferred to CSO Energy S.arl, which, on the same date, consequertly increased its shate capital 1o EUR
2,000,000 00 anc cnanged its company name to ERG France S.a.rl;

Mareover, effective 1 January 2018, the assets that were par of the German branch of ERG Power Generation S p.A.

were sold to CSQO Energy Gmbh, which, on the same date, changed its company name to ERG Germany, GmbH

For complete disclosure, the follow:ng tables provide the balance sheet items of the two branches that were reflected
in the financial statements of ERG Power Generation S.p.A. at 31 Decernber U1/ and wrich wete rermioved o the

balances of the Company as from 1 January 2078
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French German Tatal
(EUR thousand) branch branch 31 December 2017
NON-CURRENT ASSETS
Goadwil -
intangible asgets 34 - 34
Property, plant a~d aguipinent 74 61 134
Financial assets 4 0 13
TOTAL NON-CURRENT ASSETS 111 70 182
CURRENT ASSETS
Inventories 813 757 1.571
Receivables 1,112 337 1,449
Financial assets - -
Cash and cash equwalents 624 114 737
TOTAL CURRENT ASSETS 2,550 1,208 3,757
Accruals and deferrals - - -
TOTAL ASSETS 2,661 1278 3,939
LIABILITIES
Sharehalders' equity
Profits/losses from previous years 126 (156} (70}
2017 Profit/Lass (474) 230 (244)
TOTAL SHAREHOLDERS EQUITY (348) 34 (314)
Prowisicns for risks and charges - B -
Employees’ severance indemnities - - -
Payables 2,969 1244 4,212
Accruals and geferrals 41 - 41
TQTAL LIABILITIES 3,009 1,244 4,253

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 2,661 1,278 3,939
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STATEMENT OF FINANCIAL POSITION
ANALYSIS

ASSETS
NON-CURRENT ASSETS (EUR 2,106,109 THOUSAND)

Intangible assets (EUR 5,393 thousand)

Hans,

Strt-up and  Industrial patents licences, Aggaty urder
i and i | ademahgand GO0t development Tther Total
costs property ights  * orvitar rights and advances
Histoncal cost 1 4035 €16 3,754 626 6,001 15031
Amortisation {1} (2,776} (607} {375} - (5,753} 3.551)
BALANCE AT 31/12/2017 - 1259 9 3378 626 208 5,480
Changes during the year:
Acquistions - 328 - - 890 - 1218
Capitalisations/reclassifications - 509 - - {539) - -
Disoosals and divesiments - (34) - - ~ - (34}
Amortzation - (692) [ (375 - (204) 27
Write-downs - - - - - - -
Other changes - - - - - - -
Historical cost 1 4,838 616 3,754 1.007 6,001 16217
Amertisanon ) {3.468) (607) {751) - {5,997) {10824
BALANCE AT 31/12/2018 - 1,370 9 3,003 1,007 4 5393

At 31 Decernber 2018, intangible assets amourt 10 EUR 5,393 thousand and refer mainly to the software used for
the sale of electricity, intended for long-term use, currently being used ar which will be used when completed During
the course of the year, the sale of the German branch was comrpleted, along with the transfer of the French branch to
other companies of the group. The deal involved the disposal of assets for a net carrying amount of EUR 34 thousand
The item also includes EUR 3,003 thousand regarding tne residual value at 31 December 2018 of the goodwill
generated by the merger, completed with effective date 1 January 2017,

For greater comprehension, changes during the petiod refating to reclassifications, disposals and divestments are

shown net of the related accumulated amortsation.
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B-gnerty p'ant 3~d equioment ‘'EUR 2 859 thousand?

Landand  Plamtand TS0l omorassets comstueton  Tota
equipment and advances
Historrcal cost 970 I 3.467 2,278 355 7391
Revaluations - - - - - -
970 3 3,467 2,278 355 7.3n

Depreciation {29) (74) {2,298) (1.767} - (4,168)
Write-downs (476) - - - - {478)
BALANCE AT 31/12/2017 465 247 1,169 511 ass 2,747
Changes during the year:

Acqursitions 31 - 336 218 155 737
Capitalisations/-eclassifications 8 - 212 ~ (220) -

Disposals and dvestments - - (119) 12) (3) {(134)
Depreciation &3] o) (284) {188) - (491)
Write-downs - - - -~ - -

Qther changes - - - ~ - -

Historical cast 1,008 322 3,897 2,480 287 7.994

Revaluations - - - - - -

1,008 322 3,897 2,480 287 7.994

Depreciation 37 (85) (2.582) (1,955) - (4,659)
Wirite downs (476) - - - - (476)
BALANCE AT 31/12/2018 495 237 1,315 525 287 2,859

As of 31 December 2018, property, plant and equipment amounted tc EUR 2,859 thousand.

The item “Industrial and commerciai equipment” includes the metallic structures used in the work warehouses. The
itern alsoincludes varicus equipment for maintenance of the wind farms of subsidiaries.

The item "Other assets” mainly refers to furniture, fittings, electronic machinery and light vehicles, as well as hardware
(videowall) installed in the Energy Management Control and Bidding Centre for the market supply of all assets of the
ERG Group, integrated and dynamic management of the electricity portfolio and implementation of dispatching.
During the course of the year, the sale of the German branch was completed, along with the transfer of the French
branch to other companies of the group. The deal involved the disposal of industrial and commercial equipment and
cther assets for a net carrying amount of EUR 134 thousand.

For greater comprehension, charges during the period relating to reclassifications, disposals and divestments are

shown net of the related accumulated degreciation.
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Financial assets
Equity investments (EUR 1,659,739 thousand)
. Direct Group Share Shareholders’ 5.,
Registered office inman %h;:nmt (l:”mm m sheet vaive

Subsidiaries

Eolico Troina Srt ir guidation Palerma 99% 99% 20 250 25
ERG Eolica Adniatica Sl Genova 100% 100% 1Q 29895 63 817
ERG Ealca 5 Vincenzo Sl Genova 100% 100% 3500 16.428 IRRa
ERG Eodica S Cirea Sri Genova 100% 100% 3500 20918 10550
ERG Eolica Faeta Sri Genova 100% 100% G 7 450 5322
ERG Eolica Tirrena Sl Camporeale 100% 100% 18 30 106
ERG Eohca Ginestra Sl Genove 100% 100% 10 (522 12828
ERG Eclica Basilicata Srl. Genova 100% 100% 38 6198 210
ERG Eofice Calabra Sr | Catanzaro 100% 100% 19 117 153
ERG Eolica Fossa del Lupa Sri Catanzaro 100% T00% 5C 31 386 13707
GreenVican Sl Camporeale 100% 100% 13 21734 18970
ERG Eolica Campania §.p.A Genova 100% 100% 120 66 589 100104
ERG Eolicz Amaront Srl Catanzaro 100% 100% 10 4770 2103
ERG Wind Bu'ganaSp A Ganaova 100% 100% 50 76 447 32178
ERG Wind Investments Lid Gibilterra 100% 100% 112993 114155 22.792
EW Orneta 22.00 Varsavia (Poleria) 100% 100% 164.698 136750 35720
Comi Eghan S A Cestanza {Romania) 100% 100% 152.000 47212 27 202
torgbum Wind Farm fL1g Seebeck House (UK) 100% 100% [4] - 3
Sandy Knove Wind Farrm Lid Seebeck House UK} 100% 100% 0 {64) 398
tvishagaran Wind Farm Ltd Belfast (UK) 10C% 100% Q 24 3802
ERG France Sar| # =arg {Eranri) 100% 160% 1415 1,748 5.0C1
ERG Eovienne France Sa s Pang! (Francia) 10€% 100% 21 625 25998 713
WP France 6 Sas Puteaux (Francia) 100% 100% [} 42) 2986
ERG Wind France 1 S.as Pangj (Francia) 100% 100% T 097 1698 9479
ERG Wind French Haldings Sa s Pang (Francia} 100% 100% 1410 (504) 36834
ERG Germany GmbH® Hamburg {Germania) 100% 100% 21c 598 an
ERG Wind 105 GmbH Leismg (Germania} 100% 100% 1 (527 5618
ERG Wind Neunte GmbH Harburg {Germania) 100% 100% 25 94 88
ERG Wind RE Betedigungs GmbH Hamburg (Germania) 100% 100% i5 18 23
ERG Wind Fark Beteiligungs GmbH Hamburg {Germania) 100% 100% 25 545 11328
ERG Power 5.1 Gerova 100% 100% 5000 186 503 301¢5
ERG Hydro Srl Genova 100% 100% 50 000 778751 10264156
I15AB Energy Solare 5r) Genova 100% 100% 100 (118) -
Creag Rizbhach Wind Farm Ltd Edimburgh (UK) 100% 4 4 21 402
ERG UK Haldings Ltd Edinturgh (UK) 100% s} - -
ERG Solar Holding 1 5rl Geraova 100% 20 20707 71.278
Tolal equity investments in aubsidiaries 1.659.503
Joint ventures

Riggll Wind Farm Limmted Seebeck House (UK) 5C% 50% - - 236
TOTAL EQUITY INVESTMENTS 1.659.739

(1) gata refernng to the last approved financial staterments

(2} amounts are reparted 0 EUR thousand

¢3) the Share Capiia: and Sharehalders Equity of the companies EW Ormeta 2 2 00, Covre Eolian SA and Brockaghboy Windfarm Ltd are reperted in GBP
thousand

(4] the company C8Q Ene-gy Sarl changed its name 10 ERG France S ar!

{5) the compdny CSJ Energy GmbH changed itg name to FRG Germany GmbH in Decernber 2018, the comparny transferred its egistered office from Lersnig
1o Hamburg



274

ERG Power Generation .~ 2-70wT 00 =

In 2018, the main transactions carried out an the equity investments held directly by Company were:

Effective 1 January 2018, the assets that were part of the French branch of ERG Power Generation S p A, were
transferred to CSO Energy Sarl, which, on the same date, consequently increased its share capital to EUR
2,000,000.00 and changed its company name to ERG France Sar.l;

Effective 1 January 2018, the assets that were part of the German branch of ERG Power Generation S p A. were

sold to CSO Energy Gmbh, which, on the same date, changed its company name to ERG Germany, GmbH

* On 12 January 2018, ERG Power Generation S p.A completed the acquisition from VEI Green Srl, investment

holding contralled by PFH S.p.A. and comprising leading Italian institutional investors, of 100% of ForVei Sr.l, ninth

largest photovoltaic operater in Italy, with an installed capacity of 89 MW. The deal marks ERG’s introduction into

the solar sector and represents a further important step in its strategy of technological diversification in oroduction

from renewatile sources. The deal generated the recognition of an investment value for the project of EUR 71,278

thousand. On 12 January 2018, the change in company name to ERG Solar Holding 1 S.rl. was resolved.

On 6 April 2018, ERG Power Generation S.p A. entered inte an agreement with Impax New Energy Holding

Cooperatief WA, a Dutch company owned by Impax New Energy Investors |l, to acquire:

- Parc Eolien du Melier S .a.s., owner of an 8-MW wind farm with expected output of approximately 23 GWh. The
wind farm 15 entitied to benefit from the 2014 feed-in-tariff {FIT) for a period of 15 years failowing its coming on
stream, which took place in November 2016;

Parc Eoken de la Vallée de Torfou S.a.s., owner of an 18-MW wind farm currently uncer construction with

estimated average output of 48 GWh, scheduted to come on stream by the end of 2018 The wind farm is entitled
t0 benefit from the 2014 feed-in-tariff (FIT) for a period of 15 years,
- Epuron Energies Renouvelables S.a s., which owns a pipeline of appraximately 750 MW
On 27 April 2018 ERG Power Generation S.p.A. finalised an agreement with Global Wind Power France, a company
owned by Global Winc Pawer Furope and Fred Olsen Renewables, to acquire from Wind 1019 GrmbH 100% of WP
France 10 S.a s, the holder of rights, permits and authorisations for a 6.9-MW wind farm project. The project has
already obtained all the necessary building autharisations; connection to the network is scheduled during the fourth

quarter of 2021 and the coming on stream by December 2021

+ On 1 August 2018, acquisit:on of the investment in Scottish project Creag for acquisition of 100% of the equity

interest in Creag Riabhach Wind Farm Ltd, a company incorporated under Scotush law and holder of authorisations
for the canstruction of a wind “arm in Scotlard, which generated the recognition of an investment value for the
project of EUR 21,402 thousand

On 30 November 2018 an increase in share capital for subsidiary ERG Eolienne France S a.s. was resolved, for EUR
39,517 thousand

On 10 December 2018, the English company ERG UK Hoiding Ltd was established, with share capital subscribed
by ERG Power Generaticn S.p.A.

Or 19 December 2018, the financial receivable from ERG Eolica Tirreno S.rl. was waived, for a value of EUR 30

thousand, assigned entirely to an increase in the carrying amount of the samre investment.
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The separate financial staterments of the Company reflect the effects brought atiout by these acquisitions on 1t
financial and income situatian, as well as the performance of all investees controlled by the Comparny

I particular, note that the difference between the value of the consideration paid for the acquisition of the equity
investrnent n ERG Hydro Srl. and the value of the company's shareholders’ equity upon acguisition had been
allocated to the 2016 consolidated financial staterments of the ERG Group primarify under “intangble fixed assets”
and "Property, plant and equipment” as required

by IFRS 3 Business Combinations.

Any higher carrying values according 1o the historical cost criterion with respect to the shareholders’ equity belonging
to the Cormpany are justified by the future income expectations of the investees, which confirm their recoverability,

even taking into account the uncertainties indicated in the section “Use of estimates®

For the purposes of the 2018 Financial Statements, the Company verified the presence of any indicators ¢f impairment.

Ta this end, the following were considered:

both internal and external sources of infarmation, including indicators of physical obsolescence and accident rates,
changes in the estimated residual useful life, actual trends with respect to forecasts, technological, economic or

market penalties, regulatory penalties, increase In rates,

the distribution of dividends in 2018 by the subsidiaries to ERG Power Gereration Sp A and, mare generally, the

change in respective net financ:al positions compared to the prior year

This analysis revealed elements of attention only with regard to the equity investment in ERG Eolica Ginestra S.rithe

Company therefore proceeded to determine the recoverable value (equity value) of this investee company

The recoverable value was determined as the value in use through discounting of the cash flows from operating

activities (discounted cash flow method), based on the following assumptions:

+ to determine the value in use, the present vaiue of cash flows from operating activities for the residual years of
aperation of the farms with respect 1o the ariginal useful life, assumed to De twenly years, was esumated;

- aterminal value was consigered, estimated as an extension of the exphcit pencd of ten years,

+ expected changes in sale prices and trends 1n direct costs during the period used far the calculation were determinad
on the basis of past experience, adjusted for future market expectaticns;

- adiscount rate equal to the industry WACC (5.0%} was used to caiculate the present value of expected cash flows

The Group adopted an after-tax discount rate that reflects the market's current assessment of the cost of money and

the specific risk asscaiated with the CGUs. Instead, the cost af equity (ke) includes the rate of return of rigk-free assets

and it 1s icentified as the average returr of ten-year German government bonds.

Group management deemed the assumptions used to identify the recoverable value to be reasonable and, on the

basis of the aforementioned assumgptions, no impairment has emerged

Note that no anparment was identified with -egard o the equity investments of ERG Power Generation S.p.A at 31

December 2018, following the Group's impairment tesls
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Recewab'as (FUR 428112 thauysand)

(EUR thousand] 31/12/2018 N7
Non-current financiai recervables due from Group companies 435,459 326,348
Non-current receivables from athers 2,656 1864
Tatal 438119 328,313

The item “Financial receivables due from Group companies® includes receivables for loans to Group comparties,
particularly subsidiaries in the renewables sector.

Note that the 2077 comparative data on Non-current financial receivables due from Group companies includes the
reclassification of EUR 97,554 thousand recorded in the prior 2017 financial statements under Financial receivables

due from Group companies under Current Assets

In detail, a summary of the financial receivables by Country of the subsidiaries is provided below.

(EUR thousand) 22018 3112/2017
Bulgaria - 83
Poland 51,143 33.54%
France 83,538 59,252
Germany 70.726 63,075
Romania 64,936 68,309
Great Bntain 3,689 974
Italy 156,428 81,106

Total 435,459 326,349



R LRI O O R R TR o S I L I N R B FINANGIAL STATEMENTS

All loans are interest-bearing, and the following table summarises the rates apphed for each cempany (in line with

market rates):

Company Country Rate applied

EW Orneta 2 Paland 12-manth Euribeor plus 305 basis points
ERG Wind France 1 France 12-manth Euribor plus 208 basis points
ERG Wind French Holdings S as France 12-month Eunbor plus 214 basis paints
ERGWP Franre 6Sas France 12-moenth Euribor plus 214 basis paints
ERG Eolienne France S a.3 France &-month Euribor plus 305 basis points.
Wind Park Linda GmibH & Co KG Germany 12-rmonth Euribior plus 200 basis ponts
Windpatk Colibuser Halde GmbH & Co K5 Germany 12-month Eurber plus 305 basis paints
Voltwerk Energy Park 8 GmbH & Co KG Germany 12-manth Eunbor ples 305 basis points
ERG Wind 105 GmbH & Co. Germany 12-month Bunbor pius 305 basis ponts
ERG windpark Betailigungs GmiaH Germany 1Z-month Suribor plus 305 basis ponts
Corni £olian S A Romama 12-month Eunbor plus 4CC basis peints
Evishagaran Wind Farm Ltd Great Britain 12-menth Euribor pius 250 basis points
Sandy Knowe windfarm Ltd. Greal Britain 12-month Euribor plus 250 basis points
Creag Riabhach Wind Farm Lid Great Britan 12-month Euribor plus 260 basis points
Isab Energy Sciare Sr.l. Italy 6-month Euribor plus 400 basis ponts
ERG Eolica Fassa del Lupo Sri. {taly 6-month Euribor pfus 300 basis paints
ERG Eoclica Arnaron Sl ltaly 6-manth Eunibor pius 205 basis points
ERG £olica Ginestra Sr.l. Italy 3-moanth Funibor plus 175 basis points
ERG Salar Halding 1 5.r1 ltaly 6-month Eunboer plus 305 basis points
ERG Solar Piemonte 1 S.r Italy é-rnonth Euribar plus 305 basis points
FRG Selar Pienonte 2 S.ri Italy &-month Euribor pus 303 basis pants
ERG Solar Premante 3 571, itaty & month uribor plus 305 basts punils
ERG Sclar Premonte 4 571 ftafy G-rmonth Euribior plus 305 basis points
ERG Solar Piemonte 5 S.rl. ftaly &-month Eurbor olus 305 basis paints

The key transactions that took place during the course of 2018 are summarised below
- following acquistion of the Farver Group on 12 January 2078, ERG Power Generatian Sp.A granted loans to
subsidiary ERG Salar Holding 1 Srl and to the subsidiaries of the Piemonte Group for a total of EUR 101,278

thousand, including interest, at 31 December 2018;

con 21 March 2018, ERG Power Generation S.p.A. granted a loan toc subsidiary ERG Eclienne France Sas
{approximately EUR 5 miliion) for acquisition of 75% of the comparies Parc Eclienne de la Voie Sacrée S.a.s. and

Parc Ecfienne d’'Egense Sa.s,,

on 15 May 2018, ERG Power Generation S.p.A grantedaloan to subsidiary ERG EolienneFrance S.a.s. (approximately
EUR 41 miliion) for acquisition of 100% of the companies Parc Eolien de Ia Vallée de Torfou S.a s, Parc Eolien du

Meier S.a ri and EPURON Energies Renouvelables S.a.s.,

following acquisition of the campany Creag Riabhach Wind Farm Ltd on 7 August 2018, ERG Power Generation
SpA granted a new loan to the aforementioned company for a total of EUR 1,629 thousand, including interest, at

31 December 2018,

on 2 August 2018, ERG Power Generation S.p.A granted a loan to subsidiary ERG Eolienne France 5.a.s
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(approximately EUR 2.4 million) for acquisition of the remaining 25% of the companies Parc Eolienne de la Voie
Sacrée S a s and Parc Eolienne d'Epense Sas;
+ on 30 November 2018, the decrease in the loan to subsidiary ERG Eolienne France S a.s. for EUR 38,517 thousand

was the result of a resolytion for the share capital increase of the same amaunt.

The itemn “Non-current receivables from others”, equal to EUR 2,659 thousand, increased over the prior year due to

integration of the deposit with respect to Snam Rete Gas S.p.A.

CURRENT ASSETS (EUR 228,256 THOUSAND)

inventories (EUR 11,795 thousand)

(EUR thousand) 31/12/2018 31/12/2017
Inventories of spare parts 11,053 11,247
Inventory write-down provision (1,783) {1.330)
Total Inventories of spare parts 9,270 9,917
Inventories of contract work in progress 2,526 -
Total 11,795 3,917

The item “inventories of spare parts”, net of the inventory write-down provision, is equal 1o £UR 9,270 thousand
at 31 December 2018 and reflects the value of the spare parts necessary 1o conduct maintenance work on the
aerogenerators and wind turbines, The write-down at 31 December 2018 is calculated based on an analysis of the
turnaver ratio of spare parts and is aimed at handling a possible decline in functionality of the spare parts.

The iten at 31 December 2018 decreased compared to 31 Cecember 2017 as a result of the combined effect of:

- the decrease generated by the above -described elimination of branches for EUR 1,577 thousand;

- the increase generated by the ordinary change in inventor es, which net of the write-down for the period amounts

to EUR 924 thousand.

The item “Inventaries of contract wark in progress” m the 2018 financial statements includes works relating to the
‘Repowering & Reblading” project.

ERG launched the “Repowering & Reblading Project” process with the objective of conducting a technological analysis
of the wind farms with incentives expiring within 2020, and the overall assessment of feasitility, profitagility and
relative implementation timing of an impertant plan ta boost efficiency through twe types of intervention:

- total renovation (Resowering);

- partial renovation (Reblading).
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The current organisational structure of ONE Commpany places project management in the hands of parent company

ERG Power Generation S.p.A., with regard to the necessary purchases, management of third-party services and,

cansequently, the emplayment of internal personnel ta carry cut the projects

The itern "Inventories of contract work in progress” for 2018 therefore reflects the costs of engineering, purchase of

the blades and ancillary costs, including internal personnel cests sustained in 2018 for the Repowering & Reblading

projects on the piants of a number of wind subsidiaries.

Receivables (EUR 215,445 thousand)

Receivables can be summarised as follows.

(EUR thousard) 31/12/2018 31122007
Recewvabies from customers G3 457 103,966
Fecevables from subs diaries 21,969 81,395
Recewables from associates 1.325 1535
Recewables from parent companies 16,882 26918
Tax receivables 33073 3,646
Deferred tax assets 11,421 5424
Recewvables fram others 48324 31,685
Total 215445 255,179

Receivables from customers (EUR 93,452 thausand)

Receivables from customers mainly comprise:

receivables relating to the sale of electricity generated under the tolling contract by the combined cycle plants of
ERG Power Srl, the ltalian wind farms of 'ts renewables subsidianes and the hydrcelectnc plants of ERG Hydro
Sr.l.in relation to the Electricity Market Manager for EUR 22,127 thousand,

receivables relative 1o the sale of electrioty, steam and other utilities to customers of the Prialo Gargallo site,
including in particular to ISAB Sr.l for EUR 8,647 thousand, Versalis for EUR 7,615 thousand and Airliguide for EUR
8,613 thousand,

- a receivabie due from Terna for the amount requested as reimbursement on the basis of the pravisions pursuant

to Attachment A of resolution no. 111 of @ June 2006 af AEEGSI, for EUR 3.857 thousand relative to the residuai
amount accrued in financial year 2016, nate that this recelvable was collected on 28 February 2019,
confirmation of the receivable relating 1o Energy Efficiency Certificates {"white certificates”) for energy production

in 2078, for EUR 25,784 thousand,;

The receivables from customers at 37 December 20718 are mostly from ttalian customers and are due for payment

within the following year.

Note that receivables from customers are staled ret of the loss allowance for EUR 2,824 thousand at 31 December

2018, allocated 'n order tc cover any non-performing recervables
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This item is broken down as follows:

trade receivables for approxmately EUR 17470 thousand, mainly attributable to services rendered and not
yet callected under the Operation & Maintenance contract on the CCGT plant owned by ERG Power, as well as
services rendered and nct yet collected under the Operation & Maintenance and B.o.P. contracts on wind farms
of the subsidiaries. Moreover, the item includes services charged to all subsidiaries under the admimstrative and

corporate service agreement;

financial receivables regard receivables for treasury, cash pooling zero balance and cash advances in favour of
subsidiaries for EUR 3,916 thousand Lastly, the itern includes the receivable from ERG Wind Buigaria S.p A. for
distribution of reserves for EUR 2,000 thousand

A final nole goes to the ehmination of the receivable from Brockaghhboy Windfarm Limited of EUR 54,677 thousand,
following disposal of the investment on 7 March 2018;

+ other receivabies for EUR 583 thousand.

Recelvables from associates (ELIR 1,325 thousand)
The trade receivables from Priclo Servizi S.C.p A. include the provision of utilty services (sea water, electricity and

others) and services rendered within the scope of the Operation & Maintenance contract.

Receivahles from parent companies (EUR 16,882 thousand)

This itern mainly includes other receivatiles from ERG S.o A. for EUR 15,660 thousand, which refer to receivables
relative to participation in the tax consolidation and, to a residual extent, the transfer of VAT for Decerrber 2018.

The temn also includes EUR 1,222 thousand in receivables to ERG 5.p.A., which mrainly comprise the year-end halance

of the service agreement in place between the two companies.

Tax receivables (EUR 22,073 thousand)

This iterm mainly includes the VAT receivable for the month of December, equal to EUR 18,615 thousand, the receivable
for IRAP (Regional tax) advances paid in excess with respect to the tax owing for 2018 for EUR 97 thousand, the
advance on electricity and gas excise duty of EUR 1,434 thousand and the IRAP receivable for which an application
for reimbursement was made regarding a 2004 tax assessment for EUR 55 thousand The item includes a receivable
from ACEA acquired from merged company ERG Renew S.p.A,, equal to EUR 1,256 thousand.

The amount also includes taxes paid pending a ruling by the company itseif (EUR 186 thousand) and by merged
company ISAB Energy Services Sp A (EUR 171 thousand), in addition to EUR 142 thousand regarding the IRES
receivable for deductibility of IRAP, with request made to financial admenistration via consolidating company ERG

S.p A but not yet reimbursed
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The deferrad tax assets relata to the tax effect of the deductible temporary differences that will be repaid in future

years. The breakdawn of the main temporary differences and relative tax effects are presented below.

31122018 31/12/2017
Amount Tax Amgunt Tax
Safterences, effect gttensaces effect
Pravision for clean-up charges - - - -
Wnte-down of inventory 1783 514 1330 383
Onher pravisions 6,768 1,765 16,046 4,308
Other changes 1n IRES {Corparate tax} 6,723 1,804 1431 412
Derivative instruments 25462 7,338 1,107 315
Totat 11,421 5424

Maintenance of the deferred tax assets in the financial statements for the year ended on 31 December 2018 is
supported by reasonable elements of certainty regarding their recoverability in the years in which they are expected
to be repaid. This assumption is mainly based on the fact that the company forms part of the consolidated tax regime
with the parent company ERG S.p.A., in view of the expected Group taxable ameounts.

As mentioned in the 2017 financial statements, recall that the ACE benefit arising from prior years and in part from the

maerger was essentially used up during 2017,

Recevables from others (CUR 48,324 thousand)

(EUR thousand) 31/12/2018 31/12/2017
Recevables from ECC - Eurapean Commuodity Cleanng 34,670 14069
Receivable from Jao 2,559 2438
Recervables from GME 550 550
Receivables under Law 48871992 10,009 11,200
Cther recenvables 536 3,438
Total 48324 31,695

This itern predominantiy comprises receivables from the ECC - Eurapean Commadity Clearing, regarding the margin
deposit and fair value of contracts stipulated (futures) for EUR 34,670 thousand, the receivable from Jao S.A. for EUR
2.559 thausand and security depasits fram GME for EUR 550 thousand The item also includes receivables of EUR
10,009 thousand from Gaz de France, referring to recovery of the revaluation and interest on the disbursements of
Italian Law no 488/1992, arising from ERG Renew S.0.A. In 2017, it also included receivables of EUR 2,236 thousand

from the company PLT Energia S.p A for the Tursi transactiont The subject recervable was collected in June 2018

Shart-term financial assets (EUR 0 thousand)

The subject iterm, brought down to zera in 2018, amounted to EUR 76,073 thousand in 2017 and included:

- tre investment in Brockaghboy Windfarm Limited for EUR 26,329 thousand, the sale of which was finglised on 7
March 2018;
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+ the financial receivable from parent company ERG S.p.A relating to the cash pooling zerc balance in the amount
of EUR 49,1817 thousand,

« the fair value of derivatives existing at year-end for a totaf of EUR 564 thousand

Cash and cash equivalents (EUR 1,015 thousand)

(EUR thousand), 3112/2018 3122017
Bank and postal deposits 1.015 3210
Total 1,015 3,210

The item principally relates to the credit balances on bank current accourts, the carrying value of which represents

the nominal value.

Accruals and deferrals (EUR 10,887 thousand)

(EUR thousand) 31/12/2018 31227
Prepaid expenses - other and CO, 10,440 9,435
Prepad expenses - insurance premiums. 62 a4
Prepaid expenses - olher and sundry payments 385 54
Total 10,887 9.533

The most significant iterm is “Prepaid expenses - other and CO,", which mainly includes:

- prepaid expenses recognised for the quotas of CO, purchased in excess with respect to the requirements of the
CCGT plant in 2018 for EUR 6,663 thousand;

+ prepaid expenses regarding the costs for development of wind energy projects abroad, specifically for the UK

camparies, which are developing two wind power projects in the United Kingdom for EUR 2,811 thousand

The estimated classification by expiry of the items registered under assets ts presented below:

Within 12 months Within & years After 5 ywars Total
Receivables under financial assets
- from subsidianies 435,459 435,459
- from cthers 2659 2,659
Receivables under current asgets
- from customers 93,452 93,452
- from subsidiaries 21,969 21,969
- from associzles 1,325 1,325
- from parent companies 16,882 16,882
- from companies subject to control by parent _ _

companies

- deferred tax assets 5393 6029 11,421
- fram the tax authorities 20,339 1,734 22,073
- from others 37764 10,559 48,324

Total 197,123 20981 435,459 653,564
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LIABILITIES
SHAREHQOLDERS EQUITY (EUR 1,867,026 THOUSAND)

Share Capital {EUR 100,000 thousand)

The share capital at 31 December 2016, fully paid in, comprised 600,000 shares with a par value of EUR 10 each for a
total of EUR 6,000 thousand, and was fuily held by ERG S p.A

The merger deed of 21 December 2016 in particular provided full execution of the resolution of the Sharenolders’
Meeting of 18 Novernher 2016 which envisaged, effective 1 January 2017, a share capital increase of the incorporating
company ERG Power Generation S.p.A. for a total of EUR 94,000,000, with the 1ssue of 5,400,000 new shares with a
par value of EUR 10 each, assigned to the company £RG S p.A,, sole sharehalder of the incorporating company.

As a result of the above, the share capital at 31 December 2018 amounts to EUR 100,000 thousand.

Share premium reserve (EUR 7,000 thousand)

The Company's shareholders' meeting of 20 June 2014 had decided to increase the share caprtal from EUR 5,000
thousand to EUR 6,000 thousand, i.e. by EUR 1,000 thousand, by issuing 100,000 shares with a par value of EUR 10
each and a share premium of EUR 7,000 thausand as payment for the "Power Business Unit’, which took place an 1

July 2014,

Revaluation reserve (EUR 37 thousand)
The revaluation reserves had been transferred following the merger of ISAB Energy Services S.r.l. on 1 January
2075, which in turn derived from the spin-off from ERG Nuove Centrali S.p.A. on 1 July 2007 in proportion with its

shareholders’ equity at 30 June 2007, transferred with the spin-off,

Legal reserve (EUR 8,963 thousand)

The legal reserve wags established in 2012 following the decision by the ardinary shareholders’ meeting of 16 April
2012, which approved the financial statements for 2011

The sharehelders’ meeting held on 22 April 2015 had approved the financial statements for 2014 and voted to allocate
5% af the tota: profits for the pericd, amounting to EUR 632 thousand, to the reserve.

The sharehelders' meeting held on 21 April 2016 had approved the financ:al statements for 2015 and voted to allccate
EUR 507 theusand 1o the reserve.

The shareholders’ meeting he!d on 19 April 2017 resolved to allocate EUR 3,838 thousand to the reserve.

The sharehoiders’ meeting held on 19 Aprit 2018 resclved to allocate EUR 3,924 thousand to the reserve.
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Other resarves (EUR 1 580 407 thousand’

The tem "Other reserves® comprises the capital account payment by parent company ERG S p A. for a total amount
of EUR 961,733 thousand, of which EUR 261,733 thousand in 2015 and EUR 700,000 thousand in July 20186, following
the decision by Erg S.p.A. to make a capital contribution in favour of ERG Power Generation S.p A. and extinguish the
existing toan between ERG S.p.A and ERG Power Generation S p.A. via offsetting.

This item alsa includes the extraordinary reserve to which EUR 5,830 was allocated, as a result of the share capital
reductioninFY 2017, and the merger surpius amounting to EUR 5,855 thousand, relative to the merger by incorporation
of ISAB Energy Services Sr.l. on 1 January 2015.

The subject itern also includes an amount equal to EUR 606,980 thousand, of which EUR 607,050 thousand referring to
the shareholders’ equity of companies ERG Renew S p.A. and ERG Renew Operation & Maintenance S.r., incorporated
into ERG Power Generation Sp A at 1 January 2017 and EUR 70 thousand related to reclassification of the item
Retained earnings of retained profits and losses of the branches eliminated from the Company at 1 January 2018.
The remaning portion consists af sundry reserves of insignificant amounts (EUR 2 thousand) transferred to the

company following the merger through incorporation of ISAB Energy Services Srl. on 1 January 2015

Reserve for transactions to hedge expected cash flows (EUR -18,125 thousand)
This item was introduced by Legistative Decree 139/15 and compnses the fair value changes of the effective

component of hedging derivatives, net of deferred taxes.

Retained earnings (EUR 128,064 thcusand)
This item includes the profits and losses carried forward from previcus years.
Note that on 20 December 2078, the Shareholders’ Meeting resolved the distribution, as a dividend, of EUR 20,000

thousand in retained eamings from the year 2017 in favour of the scle shareholder ERG S.p.A.



The table showing the changes in the shareholders' equity items of the Company over the past three years is shown

S

S

FINANCIAL STATEMENIS

below:
Share Sham  Revaiuation  Legal Other ‘:'h:"dw"‘“’ """""’n Proft fase) o P
capital e eserves reserve recerves reserve {logses) for the perio Equity

BALANCE AT 31/12/2015 8,000 7.000 37 693 273,420 {114) 506 21,895 309,235
Hstmbution of dividends - - - - - - {21,186) - (21.186)
Allocation of pror year profit (loss) - - - 507 - - 21,186 {21,694) )
Qther changes - - - - 700.000 - - 700,000
;Jg;zr changes adeotion of OIC - _ _ _ _ eah _ _ 2987
Profit (loss) for the year - - - - - - - 76,760 76,756
BALANCE AT 3t/12/2M5 6,000 7,000 37 1,200 973,420 {301} 506 76,765 1.061.928
Distnbution of dividends - - - - - - - -
Allocation of ror year profit {'ass! - - - 3,838 - - 72578 (76.766)

Merger surplus 2017 - 607.250 M - 507.050
Other changes G4,000 - - - - - - - 34,000
gér;%r changes - adoption of IC _ _ _ - 2212 _ 2312
Profit {lcss} for the year - - - - - - 78.485 78,485
BALANCE AT 11/12/2017 100,000 7.000 7 5033 1,580,470 (789) 73,434 Ta435 1843675
D stribation of dvidends - - - - (20.000; - (20,000}
allocanon af pror year proht (loss) - - - 3574 - - 74561 (78,485 -
Merger surpius 2017 - - - - (7o) - 70 - -
Other zhanges - - - - - -

?ér;;f changes adoption of OIC _ _ _ _ _ (17.326) . _ - 1336}
Praf t lass) for the year - - - - - - - 63,687 60687
BALANCE AT 31/12/2018 100,000 1,000 7 8,963 1,580,400 {18,125) 128,064 60,687 1,867,026
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The fallowing tabie lists shareholders' equity items, indicating the possible utilisation for each of thern, as well as any

tax restnictions.

Amourt of uthisation avaiable  subleutiotax
Share capital 100,000 - 3.009
Revaluation reserves 37 ABGC 37 37
Share premium reserve 7.000 AB 7,000
Legai reserve B.963 B a
Other reserves/Capital account payment 961,733 ABC 961,733
Other reserves 11.687 ABC 11.687
Other reserves/Merger surplus 2017 608,980 ABC 606,980
ssm%ratsrha%s;?gons to hedge 18125 _ 0
Retained earnings 128,064 ABC 128,064
Profit for the year 6C,687 ABC 60,587
Total 1,867,026 1,776,189 3,046

A - for share capital increase
B - tar loss coverage
G- for distnbulion te sharehakers

The Company did not allocate deferred tax liabilities on the capital portion related o operations subject to tax on
distribution (for EUR 3,009 thousand) or on the revaluation reserves (for EUR 37 thousand) since no utilisation that

could generate taxation 15 expected.

Provisions for risks and charges (EUR 6,382 thousand)

{EUR thousand) 31/12/2018 31/12/2017
Derivatve fnancial instrunents payable ?.654 142
Other provisicns 4728 5,111
Total 6,382 9,253

The itemn derivative financial Instruments payable, equal to EUR 1,654 thousand, inciudes derivatives with negative fair
value at the measurement date, particularly the net impact of "Electricity price risk hedging swap”

For more information, refer to the reative paragraph on defivatives.

A summary of the iterm "Other provisions” is provided below:

(EUR thousand) 32018 Increases Decreases 31/12/2017
Provision for coverage of nvestees’ losses 718 S30 11.163) 1.3
Other current provisions 3.885 - (3.724) 7610
Provisions for current environmental rigks 59 - - 58
Other non-current provisions 66 - (45) 111

Total 4,728 550 (4,932) 9,111
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The most significant item s “Other current provisions”, broken down as follows.
- EUR 2,844 thousand fraom charges potentially resulting from the electricity business;
- EUR 1,041 thousand from potential expenses regarding uncertainty of the results of prajects mainly linked to the

busitess of renewables companies.

The key transactions in the provisions for liabilities in 2018 are outlined below:

release of the residual amount of the provision allocated in the 2011 financial statements of ERG Sp A. for the 2011
impairment test relating to the Power CGU combined cycle plant, transferred to ERG Power Generation S.p.A. on 1

July 2014, for art amount of EUR 1,163 thousand;

utilisation of the provision recognised for a contractual dispute in 2010 in respect of a wholesale customer to

finalise a settlement agreement with the counterparty during 1st quarter 20718 (for EUR 2,720 thousand};

utilisation of the provision for risks recognised for charges potentially resulting from the electricity business for EUR

406 thousand;

allocaton to the provision for risks of EUR 550 thousang, relative to potential charges arising from the settlement

of a dispute with a developer of the subsidiary company Troina Sl in liquidation

On 3 July 2017, £RG Power Generation S.p.A. and E.On Italia were nctified by the Genoa Provincial Office of the Italian
Revenue agency of the intention to reclassify the sale of all the shares in Hydro Terni Sr) (now ERG Hydro Sri),
carried out on JU November 2015, from sale of an equity iInvestment (following the partial demerger of the hydro
business by E On Produzione S.p A) to sale of a company and, cansequently, highlighting non-payment of the related
proportiohal registration tax on the declared price (approximately EUR 950 mullion)

0On 21 July 2017, the campanies met inspectors with officials from the Genoa Revenue Agency in order to provide their
first observatons As agreed with the Office, a1 21 Septermber 2017 the companies submitted to the Italian Revenue
Agency a detalled note describing the intentions of the parties, the techmical and legal pecuharities underlying the
statutery lawsuit for the sale of the eguity investment with respect to the "impractical” sale of the company, as well as
the main regulatory aspects at the basis of the Company’s unfounded conduct.

In this regard, recall that on the ERG s de, following the technical-legal analyses conducted at the time, acquisition
of the nvestment in ERG Hydro Srl (following the partial cemerger of the hydro business by E On Produzione
S.p.A) was the only concretely possible transaction within the terms and methogs aimed at keeping the invesiment
economically sustainable In particular, the issues hindering a different transaction (i.e. sale of company) were. (i)
complexily and uncertan timing in obtaining appraval by the authorties with regard to transfer of the concessions,
(i} zoring/cadastral differences of some hydroelectnic assets and (15} incompatibility of an acquisition of business
branch with the structure of the ERG Group, in which each individual business is managed by a specifically dedicatac
cormnpany

Despite presentation of the detailed note by ERG Power Generation and E.On Italia (supplernented by further production

on 26 October 2317) and the meeting with officials of the Genca Revenue Agency on 17 Ogtober 2017, on 27 October
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2017 the Genoa Provincial Office of the Itallan Revenue Agency served notice of payment of ar additional registration
tax of approximately EUR 28 8 mullion plus interest of EUR 1.9 millien (na penalties were appled).

0On 24 November 2017, an appeal and an application for judicial suspersion of the ax collectan were filed

On 14 December 2017, the judicial suspension of the tax collection was ordered.

The merit hearing was held on 14 March 2018.

an 7 November 2018, the decision no. 1256/6/18 of 14 March 2018 was filed; with 1it, the Genoa Provincial Tax
Commussion rajected the appeal filed by ERG Power Generation S.p.A.

On 15 Janeary 2019, the company appealed and applied for judicial suspension of the tax collection,

On 26 February 2019, ERG Power Generalion S.p.A. received - following the first decree decisicn - a payment notice
hearing the erroliment in the register of approximately EUR 41.8 milkon @mount including tax, penalties, interest
and collection premiums) The Company filed a petition to abtain the previously requested judicial suspension of the
collection.

I this regard, it is pointed out that the 2019 Budget Law (Mtalian Law no. 145 of 30 December 2018) clarified that
Article 1.87.a) of Law no 205 of 27 December 2017 (2078 Budget Law), is the authentic interpretation (hence with
retroactive effect) of Article 20.1 of the consalidated law per Presidential Decree no. 131 of 26 Apnl 1986. Therefore,
requalification of the extraordinary company sale for the purposes of the registration fee, confirmed in the first degree
of the proceedings - albeit not applicanle, in the opinion of the company, to the case at hand - will have to be disallowed
by the second degree court

At the approval date of this report, the Directors confirm the risk assessment adopted in previous reports, considering

the risk uniikely, and therefore have not recognised a refated liability

Employees’ severance indemnities (EUR 3,003 thousand}

(EUR thousand) 31/12/2018 nNnz2017
Opening balance 3,199 1,090
Merger 2017 - 2235
Increases 1376 1248
Decreases (1,572} {1.424)
Closing balance 3,003 3,199

This itern includes the liabilities related tc the employees’ severance indemnities due tc employees.
The indemnities increased by the amounts allocated in favour of employees for severance indemmity as required by
law and decreased due to payments to Supplementary Funds and to the INPS Treasury Fund,

The change compared to the prior year was impacted by the exit of personnel.
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Payahles /EUUR 468 A47 thousand)

The payables can be summarised as follows:

(EUR thousand) 3112/2018 31/12/2017
Payables to suppliers 36320 40,264
payables to subsidiaries 403,402 310362
Payables to parent companies B 168 51
2ayables to companies subject to control by parent companies - 49
Tax payables 2166 1.554
Payables o social security ang pension institutions 2039 1929
Other payables 16,550 4421
Total 468,642 358,632

Payables to suppliers (EUR 36,320 thousand}

Payables to suppliers stern from commercial transactions.

The payzbles to suppliers at 31 December 2018 were mostly to Italian counterparties.

Trade payables mainly regarded the payable to the Electricity Market Manager of EUR 3,530 thousand for the purchase
of electricity, the payable to £dison of EUR 6,006 thousand, to ENI of EUR 5,955 thousand and to Gazprom Export LLC
aof EUR 2,456 thousand, for gas purchases.

The item alsc includes payables to other counterparties such as TERNA for EUR 4,834 thousand.

The subject item also includes trade payables for ancillary charges on the sale of etectricity (sucn as, far examgle, to
Enet Distribuzione S p.A. for EUR 277 thousanc) and other charges connected to the purchase of gas and production
of the CCGT plant owned by FRG Power S ¢, such as the payable to Snam Rete Gas for EUR 1,380 thousand

The item alsa comprises trade payables to third parties for services connected to maintenance of the wind farms.

Payables to subsidraries (EUR 403,402 thousand)

The subject iterm mainly cansists of the following

financial payables to subsidianes, for EUR 344,972 thousand, particuldrly in refation to the cash pooling 2ero
balances, including accrued interest, to ERG Hydro S.rl. (EUR 254,156 thousand), ERG Eolica San Cireo Srl (EUR
10,004 thoysand), ERG Eolica San Vincenzo S.r.l (EUR 8,994 thousand). Lastly, the item includes the payabte for the

loan agreement to ERG Wind Investiments Limited for EUR 71,149 thousand;

trade payables to group companies, equal to EUR 58,161 thousard, which mainly regard payables to the wind
subsidiaries for EUR 24,229 thousand for the purchase of electricity, payables to ERG Hydro Sl for EUR 16,409
theusand for the purchase of electricity, and payables for services duning the year, particularly from subsidiary
ERG Power S 1., totalling EUR 17,523 thousand as part of the toiling contract;

» gther payahles for EUR 269 thousand
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The item 1n 2078 includes payables for centralised treasury in respect of ERG S p.A. for EUR 7,238 thousand and
chargebacks of expenses by ERG S.p.A. for EUR 931 thousand

Payables to companies subject 1o control by parent companies (EUR 0 thousand)
This itern, which at 31 December 2017 included amounts owing 1o TotalErg S.p.A., was eliminated during the year

following transfer of the equity investment in TotalErg S.p.A.

Tax payables (EUR 2,166 thousand)
This itern mainly refers to payables ta the tax authorities for withholdings for EUR 1,070 thousand and payables for

excise duty related to electricity and gas for EUR 1,082 thousand.
Payables to sacial security and pension institutions (EUR 2,035 thousand)
This mainly refers to what 1s due in salaries and wages for December for social security, pensien and insurance

obligations.

Other payables (EUR 16,550 thousand)

{EUR thousand) 31/12/2018 31/12/20n7
Payables ta employees 2023 2,348
Payables to third parties far equity investments 13,863 1,929
Sundry payables 664 144
Total 16,550 4,421

Tne iterm Includes payab'es to employees relating to wages for the period not yet settled and ccmprises holidays,
unused time of f "in heu’ and the estimated praductivity bonus and variable remuneration linked to company objectives.
“Payables due 1o third parties for equity investments” mainly refer tc the payable for acquisition of the investment in
Creag Riabhach Wind Farm Ltd. (EUR 11,934 thousand) The item also includes a payable of EUR 1,844 thousand
fromthe merger of ERG Renew S.p A. The subject payable concerns the valuaticn of a put option on 0.69% of Ansaldo
Fuel Celis S.p A, granted by ERG Renew S.p.A to Gepafin S.0.A with expiry on 29 January 2009 Gepafin S.p.A. had
notified exercising of its put option, ERG Renew S p.A. did not consider the right on said shares of Ansaldo Fuel Cells
Sp A 1o bevalid and informed Gepafin S p.A that it would not purchase the shares that were the subject of the option.
Consequently, Gepafin filed proceedings to cbtain payment of the debt and, at present, the proceedings in questicn

are pending before the Court of Cassation
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The classification by expiry of the main iterns registered under the liabilities is shown below:

Within 12 mortths Within 5 years. Aftar 5 years Total
Payabies
- 10 banks - -
- to suppliers 36320 36320
o subsidianes 403,402 403,402
- to parent cofnpanies 8,168 8168
- ta companies subject to control by parent - -
companies
- tax payables 2,166 2.166
- ta sacial Security and pensian stitutions 2,035 2035
- other payables ®ss0 16,550
Total 468,642 | - - 7 ssasea2
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INCOME STATEMENT ANALYSIS

VALUE OF PRODUCTION (EUR 686,862 THOUSAND)

Revenue from sales and services (EUR 675,757 thousand)

{EUR thousand) 2018 2017
Revenue from sales 628,361 645365
Revenue from services 47,396 76,567
Total 675,757 721,932

Revenue from sales mainly comprise:

- the sale of electricity and gas to third parties and the sale of White Certificates on electricity generation of the CCGT
plant;

- electricily and gas sales and the supply of steam and other utlities to the other companies operating in the industrial

site of Priolo Gargalio.

Note tnat ERG Power Generation S.p.A manages the ERG Group's electricaty sales, performed i Italy through the
Energy Management departrrent, which refer to the electricity generated by 1ts wind, thermoelectric, hydroelectric
and solar plants, as well as purchases on organised markets and through physical bilateral agreements.

Revenue from services mainty comprises remuneration established in the Operaticn & Maintenance service contract
from tne subsidiary ERG Power Srl, from the associated company Priole Servizi S.C.p A. anc from ISAB S.rl. The
itern also includes the pravision of technical services and central staff services charged back to ERG Power S.r.l.
This itern also includes revenues from Terna for the capacity payment.

Also note that from 1 January 2017, revenue from services includes services rendered to the wind subsidiaries for

Operation & Maintenance and BoP, i.e, management and maintenance of the wind aerogenerators and substations
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For compilete disclosure, we provide below a breakdown of the revenue from sales and services:

(EUR thousand) 2018 2017
Sales
Electncity 512,902 552,718
Steam 51959 44,743
Gas 3816 1,880
Go 35 0
White Certificates 25478 38322
\Utilities 11,678 8,203
Total sales 605,868 645,365
Services
[ spatching Services Market revenues fram Terna 1.200 5615
Service contracts in respect of ERG Power - ERG Hydro 12392 12,392
Service contracts from wind subsidianes 6.655 3,716
D8M far ERG Power ard third parties site 12519 12,547
0&M for wing subsidiaries 33671 33.796
_Other 3.451 6,506
Total services 69.889 76,567
TOTAL REVENUE FROM SALES AND SERVICES 675,757 721,932

Revenye for electricity 1s mainly from the Electricity Market Manager and {REN Mercata, Terna, Enel and ACEA.
Revenue from sales of electnoity refers 1o the energy generated by the wind, thermoelectric and hydroelectric plants
of the italian subsidiaries

Energy sold in the market includes sales within the IPEX electrical market as well as in the "day before market” (MGP),
the "“intraday market” {(M1) and the 'market for dispatch services™ (MSD} In addition to being sold to the pnrrary
operatars of the sector within the OTC {(over the counter) platform The latte” are realised by Energy Managernent in
order to develop forward contracts, also with the objective of hedging the generation, in accordance with Group's risk
polic es.

Electricity revenue is stated net of the negative adjustment of hedging transactions completed during the period for
EUR 22,494 thousand

Note that the average PUN {Single Mationa! Price) in 2018 was 61.3 EUR/MWh, up compared to the value recognised
in 2017 (54 EUR/MWh)

The sales of steam and ultilities mairly refate to customers from the Priolo industrial area, more specifically Versalis
S.p.A, ISAB Srl and Priolo Servizi S.Cp.A.
Gas sales are residual and concern gas not used in the CCGT production cycle, and are associated primarily with

Snamrete Gas Sp A

293



294

ERG Power Generation 2~ - 2-=057 10 .

Revenue for White Certificates relates primarily to the benefit deriving from the generation of electricity from the
combined cycle plant in 2018 (for EUR 25,783 thousand), allocated based on actual preduction of the piant during the
year.

Revenue for services also includes services provided by O&M to the wind subsidiaries, from 1 January 2017

The subject item alseo includes revenue for technicai services and central staff services provided to the subsidiaries.
Fromn 1 January 2017, the service contracts to wind companies are also included.

The itern “other services” mamnly comprises chargebacks to Terna in regard to fees for Lost Wind Power Output for

EUR 3,365 thousand and other services to third parties, including site customers.

Changes in contract work in progress (EUR 2,526 thousand)
Tre subject item reflects the costs of engineering, purchase of the blades and ancillary costs, including internal
persennel costs sustained in 2018 by ERG Power Generaticn S.p.A. for the Repowering & Reblading projects on the

plants of a number of wind subsidiaries, as commented in the "inventories” paragraph of these Notes.

Other revenue and income (EUR 8,580 thousand)

{EUR thousand) 2018 2017
Other revenue from Group companies 462 1077
Incentive 15 -
Insurance indemnities - 219
Expense recoveries 449 117
QOther revenue for capacity resale 3946 1901
Revenue other than the above 3708 4 893
Total 8.580 8.207

“Qther revenue from Group companies” essentialy regard charge-backs to parent companies and subsidiaries for
costs incurred and sale of spare parts.

The item "Other revenue for capacity resale” also inciudes revenue frorm Jao S.A. for the sale of the unused energy
transmission capacity for EUR 3,846 thousand.

The itern "Revenue other than the above” mainly includes the positive effect of the partial release of the risk provision
relating to the Power CGU - combined cycle plant that emerged in the 2017 impairment test onthe financial statements
of ERG S.p.A., and transferred on 1 July 2014 to the Company. Use of the provision 1s recogrised upon the final closing
of the cash flows of the CGU and ameunted to EUR 1,163 thousand in 2018 The item includes the pasitive impact
of the collectior relating to the Tursi transaction previously commented on, for EUR 1,889 thousand, and comprises

ather minor items, including the effect of closure of the accounting items relating to prior years
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COSTS OF PRODUCTION (EUR 732,050 THOUSAND)

Costs of production are broken down as per the table below

£ thousand) 2018 m7
Caosts for raw, ancillary and consumable materials 518,063 507,735
Service costs 178,616 197665
Leasing costs 1.899 2057
Empioyee costs 29547 27,930
Amortisation, depreciation and write-downs 1.763 1.769
Changes in inventories of raw materrals, ancillary and consumable materials and goods {323) (2,529)
Previsians for risks - 559
Management expenses 2,084 1,506
Tatal 732,050 741,124

Costs for raw, ancillary and consumable materials and goods (EUR 518,063 thousand)
The purchase costs of electricity mainly regard purchases from the Electricity Market Manager, from the wind
subsidiaries and from ERG Hydre S,

The gas purchase casts are essentiaily related to Edison, ENI and Gazprom.

The above costs are stated net of the adjustment generated by the hedging trarsactions completed during the period,
amounting to lower costs for EUR 15,238 thousand

The purchases of utilities and steam mainly relate to the relations with the Companies at the industriai site of Priclo
Garydllu

Costs include outlays to purchase spare parts, referring to the costs of raw materials acquired by third parties ana
subsidianes to conduct maintenance on the wind aerogenerators on beha f of the subsidiaries, an actvity acquired

starting from January 2017.

Service costs (EUR 179,617 thousand)

{EUN thousand) 2018 2017
Costs for services from third parties 45982 43,657
Caosts far services from subsidiaries $7920 116,576
Caosts for services from parent companies 35715 36,832
Total 179,616 197,065

The "Costs for services frorm subsidianes” relate to the Tolling fee paid to the subsidiary ERG Power Sl as part of
the Tolling contract.
"Costs for services from parent companies” essentially reflect the costs for staff services rendered by the company

ERG Sp A and include chargebacks ‘or admunistrators’ fees
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“Costs for services frem third parties” mainly comprise the following:

{EURt thousand) 2018 2017
Mantenance costs 6547 4678
Techmigal_ legal and other consulting services 4,045 2,800
Payments 1o statutory auditors 76 70
Utilities and supplies 356 264
Insurance sosts 430 436
Other payahles 34128 35408
Total 45,982 43,657

‘Maintenance costs’ refer to costs for assistance. management and maintenance services far the wind parks
sustained in 2018.

The item “Technical, legal and other consuiting services” mainly includes about EUR 928 thousand for legal costs,
EUR 1,749 thousand for technical professional consuitancy costs, EUR 745 thousand for assessments, inspections
and testing, EUR 197 thausand in feasibility studies and other minor costs for services.

The item also includes payment to the independent auditors KPMG S.p.A., of which EUR 214 thausand related to the
auditing services provided and EUR 26 thousand for services other than auditing.

“Insurance costs” includes the premiums paid in previous years.

Note that the items "Costs for services from parent companies” and "Other services” include directors’ fees far a toal

of EUR 1,478 thousand.

The table below shows the main breakdawn of the item “Other services”, which includes-

{EUR thousand) 2018 2017
EF transport, gas and other capacity charges 14,248 13619
Futures, swaps and CFD charges - 11,532
Other personnel services 2,641 2,667
ltatian and foreign bark fees 1,100 958
Other TERNA and Ipex fees 11.495 1.091
Other services 4,646 5.541
Total 34,128 35,408

electncity transport costs, equal to EUR 14,246 thousand, are Jp slightly compared to 2017,

- cthe personnet services are in line with 2017,

+ other Terna and |PEX fees amounted 1o EUR 11,495 thousand in 2018, up compared to 2017 mainly as a result of
more specific classification with the subject iterm;

» in 2017, the iterm ‘Futures, swaps and CFD charges” reflected the effect of changes for hedging transactions

completed, which in 2078 were more spectfically classified as adiustments to the itern "Purchase costs™
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' easing costs (EUR 1 899 thousand?

(EUR thausand) 2018 2017
Rent expenses 365 488
Lease expenses 317 392
Royalties 5 8
Rents and leases 1211 1,174
Yoral 1,89% 2,057
Leasing costs mainly refer ta rent expense on warehcuses, fees and leasing costs for autormobiles and trucks.
Employee costs (EUR 29,547 thousand)
Employee costs relate to the tatal costs of 371 employees during the year (371 at the end of the year).
_[EUR thousand) 2018 2017
Salaries and wages 20,185 19,354
S0c al security contributions 6181 6.038
Employees' severance indemnnities 1275 1,248
Other costs 1,906 1,2BC -
Total 29,547 27,930
The following shows the breakdown of the Company's personnet:
! 2018 2017
f Executives 14 12
Managers 57 53
Staff 157 159
Blue collar - Intermediate waorkers 143 147
Total 3n an
Amortisation, depreciation and write-downs (EUR 1,763 thousand)
) (EUR thousand) 20318 2017
; Amortisation of intangible agsets 1272 1219
' Cepreciation of property, plant and equipmernt E 491 A50
i Total 1,763 1,769

Amartisation of the intangible assets refers to the other intangible fixed assets, esgecially the software used to carry

out the activities and the goodwill generated by the merger

In 2018, tollowing verification of the calectability of raceivables fram third-party customers, it was not necessary to

carry out any write-downs of receivaples
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(EUR -G2% thousanagj

The item refers for EUR 1,376 thousand to the change in inventones of spare parts, acquired in order to caonduct
maintenance activities on the wind aerogenerators for the wind subsidiaries The write-down at 31 December 2018,

equal to EUR 453 thousand, is calculated based on an analysis of the turnover ratic of spare parts and is aimed at

handling a passible decline in functicnality of the spare parts.

Other managerment expenses (EUR 2,084 thousand)

(EUR thousand) 2018 m7
Other charges from Group companies 812 384
Municipal property tax & 6
Other duties ard taxes 116 141
Other management expenses 1150 975
Total 2,084 1,506
FINANCIAL INCOME AND EXPENSES (EUR 93,821 THOUSAND)
(EUR thousand) 2018 2017
Income from equity investments 83264 68,204
Other financial income 11,731 16470
Interest and other financial expenses (1,320} {1.952)
Gains and losses on foreign exchange 146 7
Total 93,821 82,715
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Income from equity investrents {FUR 83.254 thousand)

In 2018, the Company collected dividends and the distribution of reserves from subsidiaries as outlined in the following

table.
{EUR thousand) 2018 2017
Distribution of dividends
ERG Eoheca Sanincenzao 5.l 4342 4,487
ERG Eolica Basificata Sr| 1,463 2,412
ERG Eolica San Cireg S.r.' 5,443 3521
ERG Zolica CampanaSp A 963 4852
ERG Eolica Adratca Srl. 9713 5176
ERG Eolica Fossa del Lupo St - 4,000
Green Vicarl Sl 1,000 483
ERG FolicaFaeto Srl 500 1,453
ERG Hydro S.rl 36,297 37,640
ERG France Sar! 176 -
54,397 64,024
Distribution of raserves
ERG Eolica Adriatica § ¢ 4,180
ERG Wind BuigaraS.p A 2,000 ~
i 2,000 4,380
Other income
Brockaghbeoy Wird Park Limited 26,867 ~
26,867 -
TOTAL 83,264 T s8204

Other income (EUR 11,731 thousand)
The iterm comprises the foilowing:
« financial income of EUR 11,634 thousand from interest income on loans granted to subsidiaries,

+ interest incorne from the parent company for EUR 9 thousard,

+ nterest income from third parties, mainly due to payment extensions, and from the tax authorities for EUR 88

thousand.

Interest and other financial charges (EUR -1,320 thousand)

{EUR thousand} 2018 207
Financial charges due to subsidianes 603 884
Financial charges due 1 parent companies 650 965
Expenses due to others:

Interest payable to banks -

Other axpenses 68 102
Tatal 1,320 1,952

“Finangial charges due to subsidiaries’ incluce interest payable to subsidiaries.
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"Financial charges due to parent companies” refer to the interest accrued up to 31 December 2078 on the cash

pooling zero balance current account with the parent company ERG S.p A
Gains and losses on foreign exchange (EUR 146 thousand)

This item miainly includes the impact of exchange rate differences duning the penod.

VALUE ADJUSTMENTS TO FINANCIAL ASSETS AND LIABILITIES
(EUR -1,574 THOUSAND)

(EUR thousand) a8 2017
Revaluation of derivative financial instruments 9,953 1284
Allocation te provisicn for losses on investments {550} (996)
Write-downs of denvative financial instruments {10,988) (488)
Tota! {1,574) (200)

The iterns “Revaiuation of derivative financial instruments’ and "Write-downs of derivative financial instruments®
include the changes in fair value of the derivative instruments open at 31 December 2018, as well as the changes In
fair value achieved during 2018 with regard to the non-hedging financial derivatives.

The item "Allocation to provision for losses on investments® reflects the write-down generated by potential charges

arising from the settlement of a dispute with a developer of the subsidiary company Troina in iguidation.

INCOME TAXES FOR THE YEAR (EUR 13,628 THOUSAND)

{EUR thousand) 2018 2017
Current income taxes - IRES 14419 6397
Ceferred tax agsels (958) 307
Taxes from previgus year 167 250
Total 13,628 6,954

Tre current IRES (Corporate tax) account from conselidation highlights a positive amount, as it includes the transfer
to ERG’s tax consglidation of the tax loss {(EUR 8,100 thousand) and the ACE benefit accrued for 2018 (EUR 6,319
thcusand).

Also note that na IRAP amount is due, as the taxable income for thss tax is negative

Use of the defer-ed tax assets was generated by use of the provisions to which they were allocated, for EUR 958

thousand.
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The table below shows the reconciiiation between the theoretical tax charges and the reported charges

Reconciliation between the tax liability in the financial statements and the theoretical
tax liability

IRES

Profit (Joss) before taxes 47025

Thecretical taxation {24%) 11,236

Impact of permarent 1ax changes {78,033)

Taxable |RES inctrne {31008)

IRES rate (24%) (7442)

IRES reported (7,442)

IRAP

Difference between production costs and revenues (45,187)

Costs and revenues not re-evant for IRAP purposes 29,547

Theoretical taxable Income for IRAP purposes (15,640}

Theoretical tax charnge (tax rate 4.82%) (754)

IMpact af parmanent tax changes (17.470)

Taxable RAP income (3I3.110)

IRAP rate (4.82%) {1,598)

IRAP reported 4]
: Changes in de’erred tax assets with current income 1axes at zero 300

Adjustments of taxes from previous years (168)

ACE benefit transfer, tax consolidation (6,318)

Total income taxes as reported Irt the financlal statements (13,628)
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COMMITMENTS AND GUARANTEES AND CONTINGENT LIABILITIES
NOT INDICATED IN THE STATEMENT OF FINANCIAL POSITION

Guarantees in favour of group companies (EUR 9,966 thousand)

As a result of the merger of ERG Renew S.p.A. into ERG Power Generation S.p.A., the latter acquired ownership of
the guarantees issued in favour of companies of the wind group, particularly Government Agencies, for restoration of
the wind farm areas at the end of the electricity generation activity. Mention also goes to two contractual guarantees

issued in favour of third parties for payment of the variable portion of the purchase price of the business unit.

Sureties in favour of third parties issued on credit lines of the parent company

(EUR 40,672 thousand)

These regard sureties issued by ERG Power Generation S p A In favour of third parties, guaranteed by the direct
parent company ERG S p A

These are mainly counterparties with which cammercial dealings were carried out, as well as a guarantee in favour of

the Italian electricity market operator {GME) directed at allowing operations on said market

Collateral (EUR 114 thousand)

This itermn regards collateral dating back to the year 2012 for pledges on Power.



N AL L e R e ea ir e A L e s e 0 e e p—————

A= N Ok AT N UM AN B S NANT AL 5 AT N 3 FINANCIAL STATEMENTS

DISCLOSURE ON THE FAIR VALUE OF THE FINANCIAL
INSTRUMENTS IN ACCORDANCE WiTH ARTICLE 2427-BiS

OF THE CIVIL CCDE

The Company uses certain derivative instruments as part of Group policy to mimmise the risks relating mainly to
credit, market, liquidity and operatignal risks.

The following table shows the derivative financiar instruments used by the Company at 31 December 2018

(EUR thougand) 31/12/2018 nnz2z2nz
Type of contract Undertying financlaf risk o s PV e PV
Contract for Difference m‘ Electricity purchase price risk 15 (0) 283 {103)
Impact an Income Staternent - 38
impact on sharehciders’ equity ) (142)
Commadities swap Drowsands  gag purchase price Hsk 2,014 (1654 1,118 525
Impact on :ncome Statement a 17
trmpact bn shareheiders' equty (1,654 509
Commadities Futuras Im"d' Elactricity sale price risk 6,284 (24,014) 1,661 721)
Impact on Incame Staternent (206) 753
Impact on shareholders’ aquity (23.808) {1.474)
Toial (25.668) (297

Electricity price risk hedging swap
Swaps used to hedge 1he risk of price fluctuations in gas formulas for provision and supply agreements. In these
contracts, the parties undertake to pay or collect at an agreed future date the cifference between the established price

and the price observed during the reference penod

Electricity price risk hedging CFD
CFD (Contract for Difference) transactions to hedge the risk of fluctuation in the price of electricity with respect to
farward agreements for the purchase and sale of electricity. These are contracts whereby the parties undertake o

liquidate, at a certain date, the difference between the price agreed and the market price of the reference pernod

Futures

tutures transactions are fixed-term, standardised contracts, These are contracts whereby two parties agree 10
exchange, at a future date, a certain asset at a price determined upon stipulation of the contract

The fait value is calculated based on the estimate of future cash flows, discounted at the measurement date
(Discounted Cash Flow Madef}. The estmate of variable future prices is carried out on the basis of forward prices of

the commodities
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The measurement techniques used are based exclusively on parameters such as spot and forward price, interest

rates and commadity price directly observabie on the market.

Other information required by Articles 2427 and 2427-bis of the Italian Civil Code

Nua transactions subject ta the obligation of retrocession upar completion were carried out (Arucle 2427, na. &-ter),

No financia expenses were posted to the asset values of the Statement of Financia' Position during the year (Article
2427 no 8).

Mo bonus shares, bonds convertible into shares or securities or other similar instruments were 1ssued (Article 2427,

ro.18);

+ No assets were allocated to a specific business (Article 2427, nc. 20), and no loans were granted or stipulated with
regard to & specific business (Article 2427 no. 21);

+ No finance lease transactions involving the transfer 1o the lessee of the predominant portion of risks and benefits
of the underlying asset were carried out {(Article 2427, na 22);

Transact.ons with refated parties (Article 2427, no. 22-bis) are illustrated in the next paragraph;

- There are no khown agreements whase effects are not mentioned in the Statement of Financial Position (Article

2427, no. 22-ter).

OTHER INFORMATION - DISCLOSURE OBLIGATIONS PERTAINING TO
LAW NO. 124/2017 OF 4 AUGUST 2017

Art. 1, paragraph 125 of Law no. 124 of 4 August 2017 introduced the abligation for companies that receive financial
contributions from public administrat ons to publish the amounts received in their Explanatory Notes and in the
Caonsolidated financial staterments, if these are drawn up. This provision raised a number of interpretation doubts with
regard, among cther things, to the type of disbursement that must be disclosed. In this regard, the company noted
the positian adapted by Assonime in Circular No 5 of 22 February 2019, according to which, by adopting a systematic
interpretation of aforementioned Art. 1, paragraph 125, the ohligation to publish refates oniy to disburserments of an
“individual” nature. Although Assonime's position is widely acceptabie, pending a mcre general interpretation cf the
law in question and given the impartance of the possible consequences of non-compliance with the aforementioned
disclosure obligation, the company has decided 1o indicate in these financial statements the econormic contributions
received fram public administrations that car be used by all companies and that fall within the general structure of the
reference system defined by the State (such as energy account, energy efficiency certificates, ete), except for those
belonging to the following categories:

+ taxincentves;

- traning grants received from inter-professional funds (such as Fondimpresa), as funds having the assaciative farm

and iegal nature of private entities, which are finenced by contnbutions paid by tne entities themselves.
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In accordance with the provisions of Article 3-quater of italian Law Decree no 135/2018, for any funds receved,
please refer to the indications contained in the National Register of State Aid under Article 52 of Law no. 234 of 24
December 2012.

. ’ N Revenue recorded in 2018 Collection in 2018
Type of cantribution Disbursing party (EUR thousand) (EUR thousand) (4]
White Certificates GSE 25478 27245

(“} note that the subject certificares in 2078 {refative to 2017] were said and therelore culiected Dy thid partes

RELATIONS WITH PARENT COMPANIES, SUBSIDIARIES,
ASSOCIATES, COMPANIES CONTROLLED BY THE PARENT
COMPANIES AND OTHER RELATED PARTIES

The main relations between the Company and the campanies that form part of the ERG Group are set out below, with
transactions settled an an arm's length basis.

Intra-group relations in 2018 refer te Company operations

1n particular, the Company received from parent company ERG S p A debits for compensation due to directors who
are employees of the parent company, far gervices as well as for the cash pooling zero contract.

The payable due to subsidiary ERG Power Sri refers to the tolling contract, while the recaivable mainly refers 1o
operalinn ang maintenance services under the Operation & Maintenance contract, as well as the service agreement
The trade payable due to ERG Hydro St refers to the contract for the purchase of electricity produced, whiie the
financial payable mainly regards financing for the centralised treasury agreement.

The trade receivables from wind companies mainly regard the O&M and BoP maintenance contracts.

The trade payables to wind companies mainly -egard coniracts for the purchase of electricity produced by the SPV
Financial assets and liabilities refer to existing loan agreements between the Company and the wind companies
Starting from 2016, the Company became the so'e supplier for companies of the group with respect to electricity
users

The table below summarises the finarcial and equity items for the year 20718 with Group Companies.
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Revenue Costs
Costs for
R i

Subsidiaries

ERG Eolica San Vincenzo Sl 1,296 12 - {3,593) - (56)
ERG Enlica San Cirea Sl 1214 - - {3173} (42) (88)
ERG Eglica Faeto Sl 1072 - - (2,600} - -
ERG Folica Ginestra§ ¢l 1,399 12 530 (3.780) - -
ERG Eolica Tirreno Sirk. 16 - - - - -
Green Vican S.ri. 1,320 - - (4.242) - -
ERG Ealica Basiicata Sl 1,088 - - (4.431) - -
ERG Eolica Fossa del Lupo Sl 3.044 - 413 {10,089) - -
ERG Eolica Calabna Sr 16 - a - - -
ERG Power Sri. 13.841 - - - {97.791) -
ERG £olica Adratica S.rl 3986 - - (12,803) - -
ERG Eclica Campania S.p A 3981 - 137 {13,489) (790) -
ERG Eolica Armarori S.r . 1,063 - 142 {2.506) - -
ERG Wind Investments Limited 200 - - - - {140}
ERG Wind Holdings (Italy) Sl 18.930 156 - (99) (109) -
FRG Wind Sardegna Sl 36 - - - - -
ERG Wind Sicilia6 5.l 25 - - {2.936) - -
ERGWind 4 5r. 103 - (1,296) - -
ERG Wind Leasing 4S5 rl 1 - - - - -
ERGWINd 6Srl 56 - - (3,238) - -
ERG Wind Siciha 2 S rd 43 - - - - -
ERG Wind Sicilza 35S r! 18 - - (2,068) - -
ERG Wind Sicilia 4 S.rl 21 - - - - -
ERG W nd Sicilia 5 5.ri 53 - - - - -
ERG Wind 20005 r| 90 - - - - -
ERG Wind MEG 4 LLP - - - (69) - -
ERG Wind Energy Sl 9 - - (45320) - -
EWQrnetz 2 Sp 2.0.0 0 - 1,527 - - -
Hydro Inv (PL) 1 - - - - -
Siupia (PL) 10 - - - - -
€3G Wind France 1 - - 482 - - -
Evishagaran WF Ltd. - 38 27 - - -
Sandy Knove Wind - - 20 - - -
ERG Wind Park Beteihigungs GmbH - - 1325 - - -
ERG wind 105 GmbH - - 3z2 - - -
ERG Wind French Heldirgs S.a 5. - - 528 - - -
ERG Germany GmbH 175 64 19 - - -
ERG France S.ar.l. 34¢ 79 - @) {o)] -
Viottwerk Energy Park 8 GmbK - - 118 - - -
Veltwerk Windpark Worbzig GmbH - - 21 - - -
veltwerk windpark Beesenstedt GmbH - - I - - -
Windpark Cottouser Halde Grmb= - - 30 - - -
ERG Hydro Srt 10,257 - - (105145} - (321}
Breckaghboy (UK) - - 295 - - -
Corni Ealian K] - 2,403 - - -

Glebo Energy EQQD 3 - - - - -
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Revenue Costs
Casts for
Sevens  rowme  neome  Pwchasss  samcesand  SOSC
K&S Energy EDOD 3 - - - - -
K&S Energy 1 EQOD 6 - - - - -
K&S Energy 2 EQQD <] - - - - -
Mark T EQQD 4 - - - - -
Mark 2 EOOD 4 - - - - -
VG 1 EOQD 3 - - - - -
VG 2E00D 6 - - - - -
VG 3EQQD & - - - - -
VG 4 EQOD 5 - - - - -
VG 5 EQCD 6 - - - - -
VG 6 ECOD 5 - - - - -
Wind Park Kavarna Est 6 - - - - -
W nd Park Kavarna Ovest a - - - - -
WP Bulgarna 4 EQQD 4 - 2 - - -
ERG Wind Bulgaria S.p.A 16 - 1 - - -
ERG Eclkenne France (NEW) - - 958 - - ~
ERG Solar Holding Srl. - - _ _ -
ERG Solar Holding 1 S.r! 8 - 1,031 - - -
Calabna Solar 5r) 80 - - - - ~
ERG Soiar CampaniaSrl 23 - - - - -
ERG Solar Marche 1 8.r! g - - - - -
ERG Soar Marche 2Sr § - - - - -
ERG Solar Piemante 1 S.r.l 22 - 287 - - -
ERG Solar Piernonte 25ri ? - 34 -
ERG Suiar Premonte 3 Siril. 24 - 335 - - -
ERG Solar Pienonte 4 Srl ] - 57 - - -
ERG Sciar Piemante § S ri 18 - 233 - - -
ERG Salar Pugha 1Sl 16 - - - -
ERG Sclar Pugta 2 51 30 - - - - -
ERG SolarPugha 3Srl. 20 - - - - -
ERG Sclar SiciliaSir 17 - - - - -
Heliospower 1 Srl 17 - - - - -
Longiana Solar S.rl n" - - - - -
SROSSrl. % - - - - -
WP France & - 138 - - -
1E Solare (New) 12 - 14 - - -
ERG Wind Park Linda - 149 - -
Creagq Rianhach - - 12 - - -
Associates
Priclo SerwziSCp A 13,017 102 - - - -
Parent companies -
FRGSpA % - ] - (35,715) (65Q)
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Receivables Payables

Trade Other Financial Trade Other Financial
Subsidiaries
ERG Eolica San Vincenzo Srl 288 - - (652) - (8.994)
ERG Eclica SanCireo Sl 263 - - (554) - {10,004)
ERG EclicaFaetwo Sl 370 - - (451) - -
ERG Eclica Ginestra $ r| 329 165 37320 (644) -
ERG Eolica Tirreno S r| 43 - - - - (213)
Green Vican Srl. 248 - - (1.034) - -
ERG Evlica Basilicata S.r) 707 - - {849) - -
ERG Eclica Fessa del Lupg Sri 444 - 10,794 [1.651) - -
ERG Eciica Calabna § r| [ - 15 - - -
ERG Power S 2,288 - - (17.523) - -
FRG Eolica Adnatca Sri 754 - - (2,343} - -
ERG Eglica Carmpania Sp A 624 - - (3.628) - -
ERG Eolica Amaror $.¢1. 169 - 6,659 {381) - -
ERG Wind investments Limited a1 - - - - (71.149)
ERG Wingd Holdings (ltaly) S rl 793 - - (12) (28) -
ERG wWind Sardegna § 1.l (10} - - - - -
FRG Wind Siliab Sr) 4 - - (641) - -
ERGWind 4S.rt. 114 - - (241) - -
ERG Wind Leasing4 $rl ] - - - - -
ERGWIind 6 Sri 7 - - (682) - -
ERG Wind Sicilia 2 Sr| 1 - - - - -
ERG Wind Sicilia 35| ] - - (495) - -
ERG Wind Siciha 4 5r| z - - - - -
ERG Wind Siciiia SS.r |, 3 d - - - -
ERG Wind 2000 S.r.|. 40 - - - - -
ERGWind MEG 4 LLP - - - (69) - -
ERG Wind Energy Sr) 1 - - (9.847) (241) -
EWCOmeta2Sp 2¢ 0 - Q 51,143 - - -
Hydra Inv. (PL) 1 2 - - - -
ERG Wind France 1 0 - 24,604 - - -
Evishagaran WF Lid 39 220 1.108 - - -
Sandy Knove Wind 5770 - 919 - - -
ERG Wnd Park Beteil gungs GrmbH - - 46,545 - - -
ERG wind 105 GmboH - - 11,403 - - -
ERG Wind French Hoidmgs Sas - - 26,178 - - -
£ERG Germany GmbH 70 164 1.247 @ - -
ERG France Sarl. 217 8 400 (59} - -
Voltwerk Energy Park 8 GmpH - - 40687 - - -
Voltwerk Windpark Worbzig GrmbH - - 255 - - -
Voltwerk Windpark Beesenstedt GmbH - - - - - (457)
Windrark Cottbuser Malde GmbH - - 1,081 - - -
ERG Hydro S.rl 2,625 - - {16,409} - (254,158)
Corni Eglian 8 3 64936 - - -
Globg Energy EQOD 5 - (0) - - -
K&S Energy ECOD 5 - - - - -
K&S Energy 1 EOQOD g - - - - -
K&3 Energy 2 EQQD 3 - - - - -
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Receivables Payabies

Trade Other Financial Trade Other Financial
Mark 1 EOQD 6 - @ - - -
Mark 2 ECOD 6 - - - - -
VG 1 EQOD 5 - - - - -
VG 2 EQQD 3 - - - - -
VG 3 EQCOD 9 - - - - -
VG 4 EODD ] - - - - -
VG 5 EQOD 3 - - = - -
VG 6 EQOD 9 - - - - -
Wind Park Kavarna Est 9 - - - - -
wind Park Kavarna Qvest 9 - - - -
WP Bulgar.a 4 EOQD ] - - - - -
ERG Wing Bulgana S.p.a 333 - 2,000 - - -
ERG Eolienne France (NEW) 4 - 21,094 - - -
ERG Salar Holding 5.rl 7 - - - - -
ERG Solar Holding 75 i [ - 34,664 - - -
Calabria Solar Sr . 80 - - - -
ERG 50lar Campariz S.7} 23 - - - B
ERG Solar Marche 1St 9 - - - -
€RG Solar Marche 2571 6 - - - - -
ERG Solar %emonte 1 Sl 22 - 18,957 - - -
ERG Salar Piemante 2 S.ri. 7 - 5,654 - - -
ERG Solar Plemante 3S 11 24 - 22,545 - - =
ERG Solar Piernonte 4 S.r.l. 5 - 3,837 - - -
ERG Sclaf Piemonte 5Sr| 18 - 15,623 - - -
ERG Sofar buglia 151 15 21 - - - -
ERG Solar Pugha ZS5 1! 32 - - s - ~
ERG Solar Puglia 35rl 20 - - - - -
ERG Solar Siwka Srl 17 - - -
Heliospower 1 3l 17 - - - -
Longwana Solar S rt n - - - - =
SRO5Sr! 16 - - - - =
WP France 6 - - 16,658 - - -
EPURONSas o} a - - - =
|E Solare (New) n - 375 = -
ERG Wind Park | nda - - 7630 - -
Creagg R abhach - - 1,629 - - -
Associates
PrioloServiz SCarl 1.325 - - - = -
Parenl companies
ERGSpA 222 15,660 3 (933} - {7238}
Companies subject to control
by parent companies
Sandy Knave Wind - (114) - - - -
ERG Germary GmbH - - 0 - - -
ERG France S ar !, - - [y - - -
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OPERATING RESULTS

The financial statements for the year ended 31 December 2018 close with a profit of EUR 60,687 thousand, after

taxes of EUR 13,628 thousand.
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FINANCIAL STATEMENTS

ESSENTIAL FIGURES FROM THE MOST RECENT FINANCIAL

STAITEMENTS UF ERG S.PA, WHICH CARRIES
OUT THE MANAGEMENT AND COORDINATION
OF ERG POWER GENERATION S.PA.

STATEMENT OF FINANCIAL POSITION

(EUR thousand) 3nzz207
Intangible fixed assets 3234
Property, plant and equipment 10,554
Equity investments 1,736.098
Otner financial assets 58.760
Deferred tax assets 16,100
Other non-current assets 2977
Non-current assets 1,867,724
Trade recewables 3,306
Qther current racesvables and assets 80428
Current financial assets 11,104
Cash ang cash equivaients 661970
Current assets 756,808
Assets heid for sale 179,543
TOTAL ASSETS 2,804,075
Shareholders’ kquity 1,642,817
Employeas’ severance indemnities 1628
Deferred tax liatnlities 1.465
Prowvisians for risks and charges - nen-current partion 81,493
Non-current financial haklties 715,461
Other non-current Labilities 10,243
Nom-current liabilitias 810,291
Provisions for risks and charges current portion 8,037
Trade payables 58,585
Current financial ligkilites 130,698
Gther current habilities 893647
Current liabilities 350,967
TOTAL LIABILITIES 2,804,075
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INCOME STATEMENT

{EUR thousand) 2m7
Revenue from sales and services 37939
Other revenue and INcoMe 2043
Casts {or purchases (231)
Costs for services and other costs {33932)
Personnel expense (32.058)
GROSS OPERATING PROFIT (EBITDA) {26,239)
Amortigation, depreciation and impairment of non-current assets (2,980)
Financial income 8316
Financial expense (12,869)
Net financial income (expense) {4,549)
Net gains (losses) or equity investments {167)
Net gains (losses) on equity investments (167)
PROAT (LOSS) BEFORE TAXES (33,939)
Income taxes 8,236
NET PROFIT (LDSS) FROM CONTINUING OPERATIONS (25,700)
Net income from assets held for sale 49670
FROFIT FOR THE YEAR 23,970
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SIGNIFICANT EVENTS AFTER
THE REPORTING PERIOD

On 1 January 2019, the ERG Group. through the company ERG Power Generation Sp A., acquired from Soles
Montalto Gmhbh, 78 5% of Perseo S.rl, owner of 100% of Andromeda PV S.r.l, which in turn manages two photovoltaic
plants with a tota! installed capacity of 51 4 MW

It was alsp agreed that Soles Montafto GmbH will remain minority shareholder, on the basis of shareholders’
agreements that will guarantee ERG full ndustnal control of the asset and its line-by-line consclidation.

The transacton's clasing date was 12 February 2019
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PROPOSAL BY THE BOARD OF DIRECTORS

Dear Shareholders,

We would like to conclude this report by calling upon you:

- to approve yaur company's annual financial statements for the period ended 31 December 2018, which closed with
a net profit of EUR 60,686,815.16;

- to resolve in favour of the allocation of EUR 3,034,340 76 to the legal reserve;

.

to carry forward the residual profit for the year, amourtting to EUR 57,652,474 4Q

Genoa, 5 March 2019

an behalf of the Board of Directors
The Chief Executive Officar

Pistro Titten
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REPORT OF THE BOARD OF STATUTORY
AUDITORS TO THE SHAREHOLDERS MEETING
FOR THE APPROVAL OF THE ANNUAL
FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 DECEMBER 2018, PURSUANT TO
ARTICLE 2429.2 OF THE ITALIAN CIVIL CODE

...........................................................................................................................................

To the Sharehoiders’ meeting of ERG Power Generation S p A

During the year ended 371 Decernber 2018 we carried out the supervisory activities assigned to the Board of Statutery
Auditars, pursuant to Article 2403 of the tahan Civil Code and Italian Legislative Decree No. 58/98 insofar as applicable,
accarding to the Standards of conduct for Boards of statutory auditors in comparies controlled by companies with
shares listed on organised markets, issued by the Italian Accounting Profession Boards, also taking into account the
specific legislation applicable.

The Board formally acknowledges that it has been able to check the observance of the legal and regulatory provisions

With reference to the main activities carried cut by the Company during 2018

« on 12 January 2018, ERG Power Generation S.p.A. finalised the acquisition from VEt Green Srl. - the investment
holding company controlled by PFH S.p A and invested in by leading Italian institutional investors - of 100% of ForVei
S.r.L, the ninth leading photovoltaic operator in (taly with total installed capacity of 89 MW and annual production of
around 136 GWh The transaction marked the entry of ERG into the solar market and represents an additional and
important chapter ir the strategy for technological diversificatiar: in generation from renewable sources,

- on 21 March 2018, ERG Power Generation 5.p.A., via its subsidiary ERG Eofienne France Sa.s, finalised the
acquisit on from Vent ¢’Est S.a.s. and Renvico France S.a s aof 75% of the share capital of two compan’es which are
owners of two wind farms for an overall capacity of 16.25 MW {on 3 August 2018 ERG Power Generation S p A, via
its subsidiary ERG Enlienne France S.a.s, acquired the remaining 25% of the share capital),

+ on 15 May 2018, the acquisition from Impax New Energy Holding Cooperatief W.A_, a company incorporated under
Dutch law owned by Impax New Energy Investors 11, of the following was finalised:

- Parc Eolien du Melier S.a.s., owner of an 8 MW wind farm, with estimated production of around 23 GWh;
- Parc Eolien delg Vallée de Torfou S a.s., owner of an 18 MW wind farm under construction, with average estimated

oreduction of 48 GwWh, which was commissioned at the end of 2018;
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- Epuron Energies Renauvelables S.a s, owner of a pipelne of arsund 750 MW

+ on 27 Aprit 2018, ERG Power Generation S.p A. finaiised an agreernent with Glebal Wind Power France, a company

aof the Giobal Wind Power Eurape and Fred Qlsen Renewables graup, for the acquisition from Wind 1019 GmbH of
160% of the capital of WP France 10 S a &, a company owning the nghts, permits and authorisations for the project
invalving a 69 MW wind farm. The project has already abtained all the necessary authorisations for construction,
the cannection to the network is envisaged for the fourth quarter of 2021 ard the commissioning by the end of
December 2027;

on 1 August 2018, ERG Power Generation S.p A finalised the acguisition of 100% of Creag Riabhach Wind Farm
Ltd, a Scottish company, nolder of the authorisations for the construction of a wind farmm in Scotiand, narth of
Inverness in the county of Sutherland. The farm will comprise 22 turbines for an authorised capacity of 79.2 MW
angd estimated power generation - when fully up and running - of around 250 GWh a year, equal ta more than 3,000

equivalent hours and around 147 kt of CO, emissions avoided,

+ ERG Power Generation S.p.A. and EOn Energia S.p.A. sighed an autline agreement for the three-year supply of

electricity intended for the tahan market, renewable for an additionai year The agreement envisages the supply, by
ERG to E.On, of a to1al voiume of electricity of up to about 3TWhin the three year period 2019-27, which will meet
the needs of a clientele Increasingly sensitive to environmental sustainability;

we hald 6 meetings of the Baard of Statutary Auditacs and we toak part in the Sharehalders’ meeting and all the
Board meetings, overseeing the cbservance of the statutory, legislative and regulatory provistons, which discipline

the functioning of the Comaany’s badies,

* we obtaned from the Directors, at 'east quarterly, information on the activities carried out by the Company overall

and on the transactions of greatest economic, financial and equity importance, ascertained that the action resolved
and implemented was campidant with the faw and the Articles of Association and was not manifestly imprudent or
hazardous, in potential conflict of interest or in contrast with the resolutions adopted by the Sharehclders’ meeting
or such as to compromise the integrity of the company assets;

we checked the legitimacy of the aperational choices made by the Management Bady and their ecanamic suitability,
with exclusion of the check with regard to merit on their appropriateness and expedience;

we oversaw the suitability of the irternal controf system, structured at Group level and constantly up-dated both
within the parent company and in the subsidiaries The Board of Statutory Auditors has taken due note - on the basis
aof the matters reported - of the positive assessment of the ERG S.p.A. Control and Risks Committee with regard
to the adequacy of the overall interna control systemn, expressed in its annual report on the activities carried aut in

2018;

- we aversaw the suitability of the arganisatanal set-up and we report that as at 31 December 2018 ERG Power

Generation S p.A.'s workforee numbered 371 in total;

* we have taken due note of the jaint meetings and in conclusion the repar: receved from the Supervisory Body,
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established in accordance with Italian Legislative Decree No. 231/01, revealed that no significant criticality has
been detected durirg the year for the purnoses of the implementation and effectiveness of the Organisation and
Managernent Madel,

the administrative-accounting systemn, insofar as we have ascertained and checked by means of obtaning
inforration from the Head of the company unit, the examination of company documents and the analysis of the

results of the work performed by the Independent Auditing Firm, is able to correctly present the operating events,

- we have checked the promptness in providing the parent company with both the information and data for draftng

the financial staternents and that required for fulfilling the communication obligations as per Article 114 and 115 of
Italian Legislative Decree No. 58/98,

we hereby reveal that, on a consistent basis with the Sustainability Policy adopted by the Group and in light of the
"ONE Company” project, during 2018 ERG Power Generations S.p.A. tock steps to acquit all the obligations and
requirerments for the purpose of pursuing the Sustainability Policy. ERG Power Generation S.p A_ has also defined
its own integrated Management System (IMS) being the senies of “arganisational structure, procedures, processes
and resources necessary for implementing Managemert for the Environment and Safety’, applicable to all the

group technolagies (Wind&Solar, Hydrs and Thermo);

- during 2078, the ERG Power Generations Sp A''s Integrated Management Systerns adopted by the Thermo, Hydro

and Wind & Solar units, adjusted to the consolidated organisational set-up, were checked and unified under a
single reference accreditation bady (RINA), confirming all the current certifications of the Integrated Management
Systems. The rmugration of the IS0 14001 (Environrent) systems to the new 2015 review of the standard was also
compieted, while the changeover of the 0GS.a.s 18007 Health and Safety systerns to the new IS0 45001 standard

was prepared

i doir ke

During the supervisory activities, as described above:

.

we did not come across any transaction which, due 1o its nature or size, is atypical or may be defined as unusua’
either with third parties or with group companies or relatec parties;

we came across the existence of intercompany transacticns and those with refated part es of an ordinary nature,
checking the existence and the observance of procedures suitable for ensuring that the ‘ransactions in questior
are duly documented, disciplined according to normal market conditions and meet the corporate irterests, these
transactions are suitabily illustrated by the directors in the financial staterments and the report on operations, 10
which reference ts made; in particular, with regard tc the intercompany service agreement, we have agreed on the
approaches for the charge-back of costs;

we have expressed our cansent to the recognition of goodwill generated by the rmerger via incorporation of
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ERG Renew Qperations & Maintenance S.rl. and ERG Renew S p.A. in ERG Power Generation S.p.A, amounting to
Eurn 3,754 thousand, with an estimated useful life af ten years, whose residual value in the 2018 financial statements
was Euro 3,603 thousand;

« no complants were made by the sharehoiders pursuant to Article 2408 of the italian Civil Code;

+ we have not found any omissions or censurable facts or irregularities to be reported to the competent bodies or

which weuld require mentioning in this Report.

Furthermgcre, we hereby reveal:

.

the company 1s subject to the management and co-ordination of the parent company ERG S p.A ; these activities
involve both the definition of the business strategies, the Indication of tre strateqic lines relating to the orgarusationat
aspects and the HR policies, as well as the management of the strategic finance and the group casr management,
the tax-related problems especiaily with regard to planring, the communication policies, the policies concerning
environment, health and safety and 17 systems;

» the abhgations regarding publication have been fuifilled as erwsaged by Article 2497 bis of the talian Civil Code; in
particular, the decisions adopted within the sphere of the management and co-ordination of ERG S p.A. have been

indicated in the report on operations,

the company participates in the national tax consolidation scheme, pursaant to Article 117 et seg. of the income

Tax Consoligatior Act, together with ERG S.p.A., acting as consolidati~g body.

otk ek

The cfficial audit of the accounts of the financial staterments was carried out - as from the yearin progress - by KPMG
S.p.A, already appointed by the parent company ERG S p A to audit its annual financial staterments and consolidated
financial statements,

During the year -egular dealings toox place witk the Independent Auditing Firm, both by means of formal meetings
in which the administration managers of the Cormpany also took part, and by means of informal contact among the
individual members of the Board of Statutory Auditors and representatives of the Independent Auditing Firm, for the
purpose of a reciprocal exchange of significant data and information

Maximum collaboration was always ascertained, alsa with regard to the preparatory actwities for the annual financial

statements, and no significant facts or aspects emerged worthy of mention.

drde ek e

With regard in particuliar to the supervisory activities on the annual financial statements, the control of which was

assigned to the independent auditing firm KPMG S.p.A., we hereby declare that:
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- thelegal provisions iInherent to the formation, the layout of the financial statements and the repert on operations have
been abserved. Furthermore, the adoption of the accounting standards based on the assumption of the company
as a going-concern are deemed 1o be correct, by virtue of the matters illustrated n the report on operations with
regard to the evolution of the company's activities, the financial statements schedule adopted and the accounting
standards, described in the explanatory notes, are compliant with the provisions of the law and adequate in relation

to the company's activities;

as in the previous year, the compariy has drawn up the annual firancial statements in accordance with the itakan
accounting standards as most recently amended with the issuance of the new O!Cs at the end of 2015, for the
purpose of filing care of the Companies’ Register, what is more preparing the periodic reporting for the purpose of
farwarding of the statement of financial position for the drafting of the interim statermnents and the consolidated

financial statements of ERG S p.A in accordance with the IAS/IFRS international accounting standards;

the financial staternents are compliant with the facts and information which the Board of Statutory Auditors became

aware of within the sphere of the exercise of its supervisory duties and its powers of contro’ and inspection,

the Repart on gperations complies with the requirements envisaged by Article 2428 of the Italian Civil Code and
15 consistent with the data and the resuits of the financial statements; in compliance with audit standarg 7208,
the Independent Auditing Firm certifies the compliance of the Report on operations with the provisions of the law
and issues a declaration on any significant errors. Therefore, the Board of Statutory Auditors refers to the matters

indicated by the tndependent Auciting Firmn its report

The following are alsa iflustrated in *he Report on operaticns:

+ the evolution of the pertinent legisiative context during 2018, with reference to the aspects deemed to be of greatest
interest or more directly relevant for the activities carried out, directly or indirectly, by the Company:

+ the main risks ard uncertainties to which the company is exposed, pursuant to Article 2428 of the ltalian Civi Code

The explanatary notes adequately illustrate the change in the shareholders’ equity items, with indicatron for each of

the same of the possibility of use and distribution, as well as any restrictions of a tax-related nature.

wnkkx

The Independent auditing firm, In its Report, issued in accordance with Articles 14 of talian Legisiative Decree No.
39 dated 27 January 2010 and 165 of Italian Legislative Cecree No. 58 dated 24 February 1998, on 22 March 2019
expressed the opinion that “the annual financial statements provide a true and fair view of the equity and financial
situation of ERG Power Generalion S.p A as at 37 Decermnber 2018, its economic resuit and the cash flows for the year

ended as of that date in compliance with the ltalian provisicns which discipiine the basis of presentation.”

LAt e]
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The Board of Directors, insofar as it 1s concerned, having duly noted the resuits of the annual financial statements
for the year ended 31 December 2018 and the Report of the independent auditing firm on said financial statements,
has no objection to make with regard to the aporoval of the financial statements and proposals formulated by the

Directors in the Notes to the accounts.

Genoa, Italy, 22 March 2019

The Board of Statutory Auditors

The Chairman of the Board

Mr. Lelio Fornabaio)

dato

Acting Auditor

(Ms. Luisella Bergero)

St o

Actirg Auditor

(Mr. Vincenzo Campo Antico,
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AUDITORS’ REPORT

KPMG S.p.A.

Revisicne e organizzazione contabile
Piarza delta Vittoria, 15 int. 11

16121 GENQVA GE

Telefono +39 010 564992

Email it-fmauditaly@kpmg i

PEC kpmgspa@pec.kpmg it

{Translation from the ltallan original which remains the definitive version)

independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010

To the sole sharshoidar of
ERG Power Generation S.p.A.

Report on the audit of the financial statemants

Opinion

We have audited the financial statements of ERG Power Generation S.p.A. (the
*Company”), which comprise the balance shaet as at 31 December 2018, the profit
and loss account and cash flow statement for the year then ended and notes thereto.

In our opinion, the financial statements give a true and fair view of the financial
position of ERG Power Genaralion S.p.A. as a1 3t Decamber 2018 and of its financial
performance and cash flows for the year then ended in accordance with the Rakan
reguiations goveming their preparation.

Basis for opinion

We conductad our audil in accordance wih International Standards on Auditing (1I5A
Halia). Our responsibilities under thase standards are further described in the
~Auditars’ responsibilities for the audit of the financial statements” section of our
raport. We are independent of ERG Power Generation S.p.A. in accordance with the
sthics and independence rules and standards applicable in taly o audits of financial
statements. We believe that the audit evidence wa have obtained is sufficient and
appropriate to provide a basis for gur opinion.

Othar mattars

As required by the law, the Company disclosed the key figures from the latest financial
statements of the company that manages and coordinates it in the notes ta its own
financial statements. Our opinion on the financial statements of ERG Power
Ganeration S.p.A. does not extend to such data.
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D L R Tt R e s FINANCIAL STATEMENIS

A 2RG Powsr Generstion S.p.A
F independent augRars' report
Ki . 37 December 2078

Tha C ¥'s 2017 fi ial st 1S wara ited by other autitors, who
expressed their unqualified opinion thereon on 26 March 2018

Responsibilities of the Company's directors and board of statutory auditors
{“Collegio Sindacaie”) for the fi S

The dreclors are responsibie for the preparation of financial statements that give a
true and fair view i accordance with the italian requéations goveming their preparation
and, in accordance with the {talian law, for such intemal control as thay determine is
necessary to enable the preparation of financial statemenis that are frea from matenial
misstatement, whether due to fraud or error.

The diractars are responsible for aszessing the Company's ability to continua as a
gelng concern and for the appropriate use of tha going concem basis in the
preparation of the financial stalements and for tha adequacy of ihe related
disclosures. The use of this basis of accounting is appropriate unless the directors
believe that the conditions for liquidating the Company or ceasing operatians exist, or
have no realistic atternative but to do so.

The Caliegio Sindacale is raspongible for oversesing, within tha terms established by
tha Ralisn law, the Company's financial reporting process.

Auditors’ rasponsibilities far the audit of the financial statemants

Gur diyectives ars to oblain reasonable assurarice about whealber Ui ling udl
statements as a whole ars frea from rraterial miastatement, whather due to fraud or
error, and lo issue an auditors’ report that includes our opinion Reasonable
assurance s a high level of assurance, but is not a guarantee that an audit contucted
in acoordance with ISA (talfa will always detect 8 matenal misstatement when it exsts.
Misstalements can afise from fraud or error and are considered materal if, individually
of in the aggregate, they could reasonably be expected ta influenca the economic
decisions of users taken on the basis of these financial statements.

AS part of an audit in accordance with 1ISA Rtala, we axercise professional pdgement
and maintain professionai scepticism threughout the audit We also

— identify and assess the risks of malanal misstatement of the financial statements,
whather due to fraud or error, dasign and petform audit preceduras responsive to
those risks, and obtain audit evidence that is sufficient and appropriate 1o prowde
a basis for our opinion. The risk of not detecting a material misstalement resulting
from fraud s higher than for one resuitng from arvor, as fraud may involve
collusion, forgery, intertional omissions, misrepresentations, or the ovemride of
internal control;

— obtaln an understanding of intemal control reievant to the audit in ardar 1o design
audit procedures that are appropnate in the circumatances, but not for the purpose
of expressing an opinion on the affectivenass of the Company’s mternal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accaunting gstimates and relatsd disclosures made by the directors:
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— conciude on the appropriateness of the directars’ use of the going concem basis
of accounting and, basad on the audit avidence obtained, whether 3 material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's abulity to continue as a going concem_ If we conclude that a
material uncartainty exists, we are requirad to draw attention in our auditors’ report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Qur conclusions are based on the audit
evidencs pblalned up to the date of our auditors’ report. However, future evenis or
conditions may cause the Company to cease lo continue as a going concerm,;

- avaluate the overall presentation, structure and cantent of the financial
staternents, including the disclosures, and whether the financial staterments
reprasent the undedymg transactions and events n a manner that achieves fair
prasentation.

Wa communicate with those charged with governance, identifled at the appropriale
level required by ISA Halia, regarding, among other matters, the pianned scope and
twning of the audit and significant audit findings, including any signficant deficiencies
in internal control that we identfy during our audit.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.9) of Legisiative decree no. 39/10

The directors of ERG Power Generation S p.A. are responsible for the preparation of
the directors’ report at 31 December 2018 and for the consistency of such raport with
the related financial statements and its compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Ralia) 7208
in order to express an opinion oh the consistency of the directors’ report with the
Company's financial statements at 31 Decamber 2018 and its compliance with the
applicabie law and to state whether we have identified rmaterial misstatamants.

In our opinion, the directors’ report is consistent with the Company's financial
statements at 31 December 2018 and has been prapared in complianca with the
applicable law,

With reference to the above statement required by article 14.2.8) of Legislative decrae
ne. 39410, based on our knowledge and understanding of the entity and its
envirpnment chtained through our audit, we have nathing to regport.

Genoa, 22 March 2019

KPMG S.p.A.
(signed on the original)

Luisa Pohgnano
Director of Audit
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