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INTRODUCTION

...........................................................................................................................................

ALTERNATIVE PERFORMANCE INDICATORS (APIS) AND ADJUSTED
RESULTS

Some of the APIs used in this document are different from the financial indicatars expressiy provided for by the tAS/
IFRS accounting standards adopted by the Group.

These altetnative indicators are used by the Group in order to facilitate 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’ performance, the operating results are shown
excluding special income iterns: these results are indicated with the term "Adjusted results”.

A definition of the indicators and reconciliation of the amounts involved are provided in the “Alternative Perfarmance

Indicators” section.

RESTATED COMPARATIVE DATA

IFRS 15 - Revenue from Contracts with Customers has been applied from 1 January 2018, with no significant
impact on the Group's consclidated financial statements. In particular, for some contracts, ERG (s identified as an

"agent”, requiring revenue 1o be presented at its net value to show only the brokerage margin.

MAIN INCOME STATEMENT DATA 2017 Reclassifications Special 2017
IFRS 15 items restated

Revenue from sales and services 1.058 &) 0 1046
Adjusted EBITDA 488 0 0 488
Adfusted EBIT 2121 9 /] 241
Profit 137 0 0 137
of which Profit attributabie to the owners of the parent 137 0 Q 137
Adjusted Profit attributable to the owners of the parent 137 0 0 137



REPORT ON OPERATIONS IR U

OPERATING SEGMENTS

Operating results are presented and commented on with reference to the varicus production technologies, in line with
the Group’s internal performance measurement methods.

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 Managerment department to hedge the price risk n 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 relation to renewable sources ("RES™) 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 document, and in particular in the section "Business
outlook”, it should be noted that the actual results may differ from those announced due to a number of factors,
including: future price trends, the operating performances cf plants, wind conditions, water availabiiity, irradiation, the
impact of energy industry and environmental regulations, and other changes in business conditions and competitors’

actions.

Unless otherwise indicated, the amounts included in the Directors’ Report are expressed in eurgs.
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BUSINESS DESCRIPTION

In 2017 the ERG Group comnpleted a radical transformation process, evolving from a leading ltalian 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 on the French and German wind

markets.

Managerment of the industrial and commercial processes of the ERG Group 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 cperates;

« the Operation & Maintenance activities of its (talian 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 agministrative

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 following Electric Power generation

sectors:

. 1.BGW

Inuualied capaciry

Wind

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

The wind farms are mainly concentrated in Italy (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), Rormania (70 MW) and Bulgaria (54 MW).

Solar

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

InJanuary 2019, ERG further increased its presence in the sector following the acquisition
of twa photoveltaic plants, located in the Lazio region, with an instalied capacity of 51.4

MW,
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527 Mwy

Insatied capacriy

GAS NATURALE
480 Mwy

Capacis matokat

LR N A

Hyd:oelesin:
ERG is active in the generation of electricity from hydroelectric sources through an
integrated portfolio of assets consisting of 19 plants, 7 dams, 3 reservairs and one

pumping station, located in Umbria, Marche and Lazio, with a 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,
Sicity. This is a high-efficiency cogeneration plant (HEC), which uses combined cycle
technology fuelled with natural gas. It came into strearm commercially in April 2010 along
with other ancillary plants for the production of steam and, to a lesser extent, of other

utilities.
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GEOGRAPHICAL SEGMENTS
AT 31 DECEMBER 2018

Wind: 1,822 MW {1,093 MW ltaly and 729 MW Abroad)

Solar: 90 MW
Hydroelectric: 527 MW GERMANY
Thermoelectric: 480 MW Wing 216 MW POLAND
Winc 82 MW
ROMANIA
Wind- 10 MW
FRANCE
‘Wind- 307 MW
ITALY . BULGARIA
Wing- 1.093 MW wind 54 MW
Hydroelectric: 927 My
Solar- 90 MW
Thermoelec:ric 480 MW
* EMILIA ROMAGNA
Solar 3 MW
MARCHE
PIEDMONT Solar 4 MW
Solar 21 MW ABRUZZO
Soiar 5 MW
UMBRIA, LAZIO, MARCHE * MOLISE
Hydroelectric 527 MW Wind 79 MW PUGLIA
Wind 243 MW
Solar- 15 MW
SARDINIA CAMPANIA
wing- 11 MW Wind: 247 MW BASILICATA
Solar- 7 MW Wind- 83 MW
SICILY
wind 198 MW ; CALABRIA
Sclar T MW * J Wind 120 MW
Thermaelectric 580 MW W! Salar 24 MW
Photovoltaic -g Hydroelectric o, Thermoelectric f4 0&M lagistic
» Wind farms . plants plants 47 plants Gffices .. centre
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CONSOLIDATION SCOPE
AT 31 DECEMBER 2018

...........................................................................................................................................
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ORGANISATIONAL MODEL

SLINE

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

macra-roles:

.

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

- Business Development

- Administration, Finance, Planning 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 $.p.A., which is assigned responsibility for the Group’s industrial and commercial processes,
is organised into:
- Wind, Thermo, Hydro and Sclar generation technologies, which in turn are organised into production units on a
geographical basis;
- Energy Management, as the single entry potnt into organised markets;
- acommercial structure dedicated to Key Accounts;
- acentre of technological engineering of process engineering relative to the various generation technclogies;
a hub of specialised skills in reguiatory, pianning and performance control matters, across all business processes;

- astructure dedicated to managing health, safety and environmental protection issues for the entire Group.

Lastly, it should be noted that, in July 2018, the Engineering Development Organisational Unit was established, reporting
directly to the Group CEQ, with the mission of creating vaiue by ensuring the Group’s new industrial investments

{cevelopment engineerning and construction), according to the cbjectives set out in the 2018-2022 Business Plan.



REPORT ON OPERATIONS iy : L Cete

2. 0.5 ALEAN ORGANIZATION
TO SPEED UP DECISION MAKING PROCESS

" ERGSpA S
£4T Pawer Beneraton S04 Tatale Workfarce® 737 CEQ L Internal Audit

|
"""""" Teen v ! Corporate Pubiic Affairs '
i Morklorce: 058 ¢ . | & Legal Affairs :
P V
o 5
Generation ; , Business Engineenng Human Capital AFC |
& Market - Development Developmant & ICT & Procurement” !
ot ,

[ |
- Generation Assets ! : :
- 0EM -. |
- Energy management . |
I 1
i l

(1} includes Group Adminisiration, Finance, Planming & Cortral, Invastar Relations, M&A, Carporate Finance & Group Risk Management and Pracurement
(2] At 2018 year-end



14

€RG Power Generation

CHANGE IN BUSINESS SCOPE IN 2018

Wind

- In the first quarter of 2018, ERG Power Generation, via its subsidiary ERG Eolienne France S.a.s., completed the
acquisition from Vent d’Est $.a.s. of 75% of two companies owning two wind farms with a total capacity of 16.25
MW (Parc Edlienne de la Voie Sacrée S a.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 Group 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, Northern Ireland, by ERG and TCi Renewables Ltd. The wind farm, for which construction work began
during the second guarter of 2016, became fully operational at the end of 2017.

The enterprise value of the transacticn amounts to approximately GBP 163 million. The proceeds were split
between ERG and TCI, as stipulated in the Development Service Agreement signed at the time of acquisition of
the ready-to-build project: the total cash-in for ERG was approximately GBP 95 million (EUR 106 million), of which
approximately GBP 70 million (EUR 76 million) fully covered the investments made by ERG to acquire the project

and build the wind farm.

The sale of the assets on 7 March 2018 resulted ir:

« the reduction of net financial indebtedness by FUR 106 million in relation to the net sales price;

+ recognition of the realised capital gain of EUR 26 million, net of the refated tax effects and of cther ancillary
components. The gain and the other income statement components asscciated with the sale of the equity
investment are considered special items and therefore are not reflected in "Adjusted profit attributable to the

owners of the parent”.

In view of the sale process, it is noted that the results relating to the assets being sold are presented separately in
the Notes to the 2017 Consolidated Financial Statements, as well as in the Netes to the 2018 Consclidated Financial
Statements, in accordance with the requirements of {FRS 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 operations, in line with the approach already adopted in the Directors’ Report in the 2017 Annual Report
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For the reconciliation of these amounts, reference is made to the section "Alternative Performance Indicators”

- On 6 April 2018, ERG Power Generation S.p.A. entered intc an agreement with Impax New Energy Holding
Cooperatief W.A_, a Dutch company owned by Impax New Energy Investors I, 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 is entitled to benefit from the 2014 feed-in-tariff (FIT) for a period of 15 years following its coming on
stream, which took place in Novermber 2016;

— Parc Eclien de la Vallée de Torfou S.a.s., owner of an 18MW wind farm 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 for 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 107 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 II, which includes 5 projects that are at an intermediate stage of development, with a combined capacity
of 143 MW. These projects are expected to come on stream in the second half of 2022, and the authorisation
procedure is currently under appraisal;

- Wave Ill, which includes "early stage” projects with a total capacity of over 500 MW, expected to come on
stream after 2022.

Also included within the scope of the transaction is a team of 12 people, with scund and lcng-standing experience

in the development of greenfield projects, which supplemented 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 total consideration amounted to EUR 57 million at

31 December 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-cut® mechanism in favour cf the

Seller for a total of approximately EUR 5 million.

0On 15 May 2018, the acquisition from Impax New Energy Holding Cooperatief W A. was completed.

The companies were consolidated from 30 June 2018.

- On 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 Europe and Fred Olsen Renewables, to acquire
from Wind 1019 GmbH 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 authorisations; connection to the
network is scheduled during the fourth quarter of 2021 and the coming on stream by December 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 tariff (2016 FIP) for a period of 15 years. Output is forecast at approximately 15 GWh/y.

The estimated investment required to build the wind farm is approximately 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 portfolio, in line with the growth objectives envisaged
in the Business Plan, achieving synergies with the adjacent Vallée de I'Aa (13 MW) project, currently under

construction, of which it constitutes an extension.

- 0On1 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 in the area.

The wind farm, construction of which began in the second quarter of 2018 and whose annual cutput when fully
operational is forecast at around 50 GWh, equal to approximately 39 kt of avoided CO, emissions per year, is
scheduied to come on stream during the second half of 2019.

This significant achievement, which confirms the vaiidity of ERG's industrial strategy with regard to overseas
expansion, allows it to continue to pursue organic grawth in cne of the most important European countries for wind

power development, in ine with the provisions of the 2018-2022 Business Plan.

- Through its subsidiary ERG Power Generation $0.A, on 1 August 2018 ERG finalised the acquisition of 100% of
Creaq Riabhach Wind Farm Ltd., a Scettish company holding authorisation for the construction of a wind farm in
Scottand, 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 over 3,000 equivalent hours and approximately 147 Kt of avoided CO, emissions.

Works for the construction of the wind farm are expected to start in 2020, and the entry into operation, foftowing the
finalisation of the connection to 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 this project, ERG strengthens its process of organic growth abroad 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 approximately 70%
The project, in line with ERG's industrial 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 their value.

In consideration of the new acquisition of assets in the UK market, as from the Interim Directors’ Report at 30
September 2018, Evishagaran Wind Farm LTD and Sandy Knowe Wind Farm LTD are also consolidated line by line.
These companies own two already authorised development projects of 35 MW and 49 MW, respectively, in the
United Kingdem and were previously measured using the cost methed since thelr size is not significant dimensions

and they are not yet operational.
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Solar

On 12 January 2018, ERG completed the acquisition of 30 photovoltaic plants, entered into operation between 2010
and 2011 and tocated 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 2G30.

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

This Report reflects the impacts of the consclidation of the companies acquired since 1 January 2018: for more
infermation on the Purchase Price Allocation 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 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 fully

consolidated from this Report onwards.

17
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SIGNIFICANT EVENTS DURING THE YEAR

WIND SECTOR

Date Country Significant events Press release

12 January 2018 Germany Acquisition of 100% of Windpark Linda GrmbH & Co. KG, a
company that holds the permits for the construction of
a wind farm in Germany with 216 MW of power and an
estimated preduction speed of approximately 50 GWh per
annum.

7 March 2018 UK Sale of 100% of Brockaghboy Windfarm Ltd to the
Greencoat UK Wind PLC fund.

21 March 2018 Frarce Acquisition by Vent d'Est S.a.s. of 75% of the two
companies that own two wind farms in France with an
overall capacity of 16 25 MW.

6 April 2018 France Signing of agreement with Impax New Energy Holding
Cooperatief W A, for the acquisition in France of two wind
farms (26 MW) and a pipeline of approximately 750 MW.
The transaction’s closing date was 15 May 2018

27 April 2018 france Signing of agreement with Global Wind Power France for
the acquisiticn of 100% of the capital of WP France S.as,
the company which owns the iglds, licences and permits
for a 6 9-MW wind farm project in France.

18 May 2018 Germany Windpark Linda GmbH & Co. KG, which holds the permits
for the construction of a wind farm in Germany, secured a
21.6-MW project in the on-shore wind power auction held
on 1 May.

1 August 2018 UK Acquisition of 100% of the equity interest in Creag
Riabhach Wind Farm Ltd., a company incorporated under
Scottish law, holder of autherisations for the construction
of a wind farm in Scotiand.

3 August 2018 France Acquisition of the remaining 25% of two companies that
own two wind farms in France with an overall capacity of
16.25 MW, 75% of which had already been acquired from
Vent d'Est S.as. inMarch 2018,
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SOLAR SECTOR

Date

Significant events

Press release

12 January 2018

Acquisition from VEl Green Sri, a holding company
controlled by PFH SpA and owned by leading Italian
institutional investors, of 100% of ForVel Srl., the ninth
largest photovoltaic operator in (taly with total installed
capacity of 89 MW.

3 August 2018

Agreement between ERG and Quercus for the setup of a
public imited company ERG Q Solar1, 60% owned by ERG
and 40% by the Quercus Italian Solar Fund, with the aim of
consclidating the italian photovoltaic market.

THERMOELECTRIC SECTOR

Date

Significant events

Press release

25 October 2018

ERG S.p.A. through its subsidiary ERG Power Generation
S.0.A, and EON Energia SpA, signed a framework
agreement for the three-yearly supply of electricity
intended for the italian market, which can be renewed for
an additional year

The agreement makes provision for ERG's supply to E.ON
of a total electricity volume of up to around 3 TWh in the
2019-2021 three-year period, which will meet the needs
of customers who are increasingly maore sensitive to
environmental sustainability. Under the agreement, ERG will
be able to supply the volumes of electricity required by £ ON
to cover the hourly requirements of its customers.
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PERFORMANCE HIGHLIGHTS

YEAR

(EUR millian) 2018 2017
MAIN INCOME STATEMENT DATA
Adjusted revenue 1,027 1.046
Adjusted EBSTDA 504 488
Adjusted EBIT 234 241
Profit 151 137

of which Profit attributable to the owners of the parent 157 137
Adjusted profit attributable to the owners of the parent 124 137
MAIN INCOME STATEMENT DATA
Net invested capital 3,216 3.049
Equity 2,070 1,851
Tatal net financial indebteaness 1,146 1.098

of which non-recourse Project Financing @ 1,178 1115

Financial leverage 36% 36%
EBITDA Margin % 49% 47%
OPERATING DATA
Installed capacity at year end - wind farms MW 1822 1,814
Electncity production from wind farms milligng of kwh 3,464 3613
Installed capacity - thermoelectric plants Mw 480 480
Electricity production from thermoelectric plants millions of kWh 2,151 2453
Instailed capacity at year end - hydroelectric plants MW 527 527
Electricity production from hydroelectric plants millians of Kiwh 1,740 1144
ingtalled capacity at year end - solar piants MW a0 na,
Electricity production from solar plants millions ot kwh 130 na,
Total sales of electric power millions of kiwh 13,627 11,747
Canital expenditure EUR millian 506 91
Employees at year end Unls 512 490
NET UNIT REVENUE
Wind ltaly EUR/MWH 1249 144.5
Wind Germany EUR/MWH 945 96 4
Wind France EUR/MiVh 874 83.4
wind Poland EUR/MWh 635 451
Wind Bulgaria EUR/MwWH 748 64.0
Wind Rormania EUR/MWR 582 581
Wind UK EUR/MWH 100.4 na
Solar FURAMWN 293.5 na
Hydroelectne EUR/MWh 106.6 1103
Thermoelectric EUR/MWH 414 455

To enhance an understand.ng of the Group's business performarce, adjusted revenue and operating results ate shown, therefare excluding special items  The restatec comparative
201/ figures do mot lake account of tne adjusted 1esulls of Totalbrg, sold 1 January 2018

{1) does nos Include special terns and relatec applicable tecretical taxes

(2) including cash and cash eguwalents and excluding the fair value of the dervatives nedging nterest rates

(3) n property, plant and equipment and inlangible assets They incluce investments through Mergers & Acquisiiions equal 1o EUR 449 mullion in 2018 for the acquisition
of the cormpanies of the Forel Group (solar) and for the acqu sihions of companies owhing wind farms in France, Germany and the LK In 2017, nvestmerts through
Mergers & Acquisitions armounted to FUR 3% S million for ine acquisiticn of the DIF Group {wind} compan €s in Germany

1he et unit revenue indicated 1s expressed n EUR/MWhH and 1s calculated by comparning technolegy production to revenue captured in the energy markets, iInc uding
‘?1& impacts of heoges, of any incentives payable and vanable costs assotiated with production/sale, ircluding by way of exampie the costs of fuels and the mbalance
charges

€}
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PERFORMANCE BY SECTOR

YEAR
{EUR million) 2018 2017
REVENUE FROM SALES AND SERVICES
Wind
wind Italy 266 317
Wind France 49 44
Wind Germany 33 37
Wind Bulgaria 13 13
Wind Romania 12 19
wind Poland 14 12
wind UK 3 3
Total Wind 389 445
Solar 38 n.a.
194 137
Thermoelectric 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
Wind Romaria 7 8
wind Poland 10
Wind UK 3 2
Total Wind 274 316
Solar 32 -
146 94
Thermoetectric™ 51 78
Adjusted EBITDA 504 488

(%) includes the residual contribution of the minor portfolos managed by Energy Managerment and nat attnibutable to the individual businesses
(2} includes investrments 1n property, plant and equipment and intanglble assets and investments via Mergers & Acquisitions
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YEAR
{EUR million} 2018 2017
AMORTISATION, DEPRECIATION AND IMPAIRMENT LOSSES
Wind
Wind ltaly (99) an
wind France (23) @n
wind Germany (19) (19}
wind Bulgaria 4 (4)
Wwind Romania (9] (5]
Wwind Poland (6) 6)
wind UK (1) (1)
Total Wind (157} (158)
Solar {24) -
(58) (58)
Thermoelectric:" {31) {31)
Adjusted depreciation, amortisation and impairment Josses {270) (247)
EBIT
Wind italy
Wind France 96 140
Wind Germany 7 8
Wind Bulgaria 3 5]
Wind Romania 4 2
Wind Poland 1 3
wind UK 4 (1
Total Wind 2 1
Total Wind 116 158
Salar 8 0
88 35
Thermoelectric ™ 21 48
Adjusted EBIT 234 291
INVESTMENTS IN PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS
Wird
wind italy 8 3
Wind France 99
Wind Germany 17 40
Wind Bulgana 0
Wind Romania 0 0
Wind Poland Q 1
Wind UK 23 29
Total Wind 146 75
Solar 345 -
7 -]
Thermoelectric 8 10
Total capital expenditure @ 506 91

(1) ‘neludes the esidual contibution of the miner portfolos managed by Energy Management and not alinbutable (o the imdividual businesses
{2) mcludes nvestments in property, plant and equiprment and intangib e assets ard vestrents via Mergers & ACGUISITICNS
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COMMENTS ON THE YEAR'S PERFORMANCE

In 2018, revenue from sales and services amounted to EUR 1,027 million, down slightly compared to 2017 (EUR 1,046
million) 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 in 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 portfolio of managed assets, in particular with the
entry into solar.

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

2(017. The increase of EUR 15 million is a result of the following factors:

- Wind (-42 millien): 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 {taly and abroad. In particular, the poorer results of wind
farms in Italy (EUR -46 million) were also affected by lower 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 scenario 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) EBITDAequaltoEUR 32 million, in line with forecasts, relating to plants 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 & million in fixed costs related mainly to operation & maintenance costs

Hydroelectrie i+52 mithon;  EBITDA of EUR 146 million (EUR 94 million in 2017), up sharply compared with the
previous year, which however benefited in the amount of EUR 8 million from the recovery of previous incentives as
a result of repeal of the revacation of the !AFR qualification of some plants. The performance benefited from the
high level of water availability recorded during the year, and in particular starting from March, in addition to the use

of the reservoirs during the year.

+ Thermoelectric (-27 million): the results of thermoelectric generation, amounting to EUR 51 millicn, down by
EUR 27 million compared to EUR 78 million in 2017 due mainly 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 sold 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 price of CO, and Gas, that was

not fully reflected in the price of energy over the year.
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Adjusted EBIT was EUR 234 million (EUR 241 million in 2017) after amortisation and depreciation of EUR 270 mifkion,
up by EUR 23 million compared to 2017 (EUR 247 million) mainly due to new Solar investments and to acquisitions of

wind farms in France during 2018

Adjusted profit attributable to the awners of the parent was EUR 124 million, down compared to the restated result
of EUR 137 million in 2017, due to the aferementioned operating results, higher amortisation and depreciation and
higher financial charges relating to a lower remuneration of liquidity and increased debt relating to investments, despite
a lower average cost of debt compared to 2017, thanks to liability management transactions conctuded during the first
half of 2018

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

of Brackaghboy (EUR 27 million).

In 2018, investments tctalled EUR 506 million (EUR 91 million in 2017) and relate mainly to the acquisition of solar
instailations in ltaly (EUR 345 million), acquisition of the French wind companies by Impax New Energy consolidated
from 30 June 2018 (EUR 67 million), the acquisition of two wind farms in France (EUR 14 million) and acquisition of
the company Creag Riabhach wind Farm Ltd (EUR 23 million), holder of authorisations for the construetion of a wind
farm in Scotland. investments for EUR 87 million in property, plant and equipment and intangible assets were aiso
made in 2018, of which 74% in the Wind sector (69% in 2017), mainly related to the development of the new wind farms
inFrance (Vallée de 'AA and Torfou) and in Germany (Windpark Linda), 14% in the Thermoelectric sector (19% in 2017),

and 12% in the Hydroelectric sector (12% in 2017).

Net financial indebtedness amounted to EUR 1,146 million, up (EUR 48 million} compared to 31 December 2017 (EUR
1,098 miiiion). The change reflects investments for the year (EUR 506 million) and the distribution of dividends to parent
company ERG S p A. (EUR 20 million), mainly offset 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 2017

Price scenario (EUR/MWh)
Italy
PUN - Reference price of electricity ftaly (baseload)™ 61.3 540
Electricity price - North zane 60.7 544
Electricity price - Gentral-North zone 61.1 541
Electricity price - Centrai-Scuth zone 609 516
Electricity price - South zane 554 498
Electricity price - Sardinia 6.7 515
Electricity price - Sicily 695 608
Centre North zone price (peak) 68.8 635
Feed-In Premium (former Green Certificates) - Italy 99.0 1073
Abroad
France {baseload electricity) 500 450
Germany (basefoad electricity} 44.5 342
Poland 7672 457

of which baseload electricity 528 372

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

of which baseload electricity 46.4 482

of which Green Certificates 294 290
Northern Ireland {baseload electricity + 90% RQC) 1134 93.6

of which baseload electricity 61.0 44 7

of which RGC 581 54.4

{1] Single National Price
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Italian Market - Demand and output

Year
2018 2017 Change %
Italian market (cwh)
Demand 321,910 320,548 0%
Pumping consumption 2,233 2,478 -10%
import/Expart 43,909 37,761 16%
Internal generation @ 280,234 285,265 2%
of which
Thermoelectric 185046 200,305 -8%
Hydroelectric 49,275 37,557 31%
Geothermal 5708 5821 -2%
wind 17,318 17,565 1%
Photovoltaic 22,887 24017 -5%

(1) Source TernaSp A monthly report on the electrical system Estimated data, subject 16 commection
{2) Cutput net of consumplion for auxiiary services

In 2018, demand for electricity from the lalian electricity system amounted to 3219 TWh, in line with the values
recorded in 2017 With regard to Sicily, region in which ERG has its own CCGT plant, demand of approximately 19.4
TWh was recorded during the period, down (-1 0%) compared to 2017, while in the group of regions including Abruzzo-
Lazio-Marche-Molise-Umbria, where ERG was active at the end of 2015 with its hydroelectric plants, the demand for

electricty came to 447 TWh {(+0.9%).

In the same period, net internal electricity generation was 280.2 Twh, down by 2% compared to 2017, whilst the net
balance of trades with cther countries recorded net imports of 43.9 TWh (+16% compared to 2017).

Sorne 66% of (net) domestic output was covered by thermaelectric power plants and the remaining 34% by renewable
sources, specificaily, 17% of output was from hydroelectric power, 8% from photovoftaic plants, 6% from wind farms and
2% from geothermal sources. Compared 1o 2017, hydroelectric power generation grew (+31%), while thermoelectric,

photovoltaic, geothermat power and wind power generaticn declined (-8%, -5%, -2% and -1% respectively).
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GROUP SALES

The ERG Group's electricity saies, performed in italy through ERG Power Generation S.p.A.'s Energy Management
department, refer to the electricity generated by its wind, thermoelectric, hydreelectric and solar plants, as well as
purchases on organised markets and through physical bilateral agreements.

During 2018, total sales of electricity amounted to 13.6 TWh (117 TWh in 2017), in the presence of an overall output
for the Group plants of approximately 7.5 TWh (7.2 TWh in 2017}, of which roughly 1.5 TWh abroad and 6.0 TWh in
Italy. The latter figure corresponds to around 1.9% of electricity demand in ltaly {1.8% in 2017).

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

SCURCES OF ELECTRIC POWER (Gwh) Year
2018 2017
Wind - wind power generation Italy 2012 2117
Wind - wind power generation Abroad 1,452 1496
Solar - photovoltaic power generaticn 130 na,
CCGT - thermoelectric power generation 2151 2,453
Hydro - hydroelectric power generation 1,740 1,144
ERG Power Generation - purchases 6,143 4,536
Total 13,627 11,747

SALES OF ELECTRICITY (Gwh) Year
2018 2017
Electric power sold 1o captive customers 550 539
Electric power sold to IREN o] 2015
Electric power sald wholesale (Italy) 11.625 7697
Electric power sold abroad 1.452 1496
Total 13.627 11.747

Electricity sold wholesale includes sales on the IPEX electricity exchange, both on the "day before market” (MGP)
and on the "intraday market” (M), 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 Managerment with

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

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

3 Electric power sources refer to the output of the Group's ptants and to 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 the users and pipeline losses

27
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WIND

The ERG Group operates 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 inturn ta generate electricity. Aside from the availability of the plants, the performance expected from each wind
farm is obvicusly influenced by the wind speed profile of the site on which the wind farm is located.

Business performance is aiso influenced by the sale price of electricity, which can vary in relation to the geographic
areas where the plants are located, and by the incentive systerns for renewable energy sources, which differ from

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

INSTALLED POWER 'mw, Year
2018 2017 a A%
Italy 1.093 1.093 [ 0%
of which
Carnpamia 247 247 a 0%
Calabria 120 120 g 0%
Puglia 249 249 a 0%
Molise g 79 a a%
Bastlicata ag 89 G 0%
Sicily 198 198 Q 0%
Sardinia m i 0 0%
Abroad 729 722 8 1%
of which
Germany 216 216 0 0%
France 307 262 55 272%
Poland 82 82 0 0%
Buigara 54 54 i %
Romania 70 70 o 0%
UK 0 48 (48) na
Total installed power at period end ™ 1,822 1,814 8 0%

(1) pewer of plants in operation at period end

Instalied power at 37 December 2018, equal to 1,822 MW, was up 8 MW with respect to 31 December 2017 as a result
of the commercial start-up of 2 wind farms in France frorm December (for a total of 30.8 MW}, the acquisition in 2018
of 3 wind farms in France for 24.3 MW, 16.3 MW of which operational since the start of the year and 8 MW of which as
from the second half of the year, net of the decrease of 48 MW m the UK fol'owing the sale of the Brockaghboy wind

farm in Northern Ireland {(47.5 MW), which entered into operation in December 2077,
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Highfights of adjusted performance items

OPERATING RESULTS Year

2018 2017
(EUR millon) restated
Adjusted revenue from sales and services 389 445
Adjusted EBITDA 274 316
Amortisation, depreciation and impairment losses (157) {158)
Adjusted EBIT' 116 158
Investments in property, plant and equipment and intangible assets 146 75
EBITDA MARGIN 0% 1%

{1} not including special items as indicated n the section “Alternatve perfarmance indicators’, to which reference should be made for further details
{2) ratio of adjusted EB TDA to revenue from sales and services

The reduction in consolidated revenue in 2018, for approximately EUR 56 million, fs mainly due to the decreased
output as a result of less favourable wind conditions, both in Italy and abroad, and 1o lower incentivised cutput
compared to the same period in 2017, as well as to the lower incentive unit value (from 107.3 to 99.0 EUR/MWh).

it is noted in particular that, compared to 2017, an additional 204 GWh of output is ne longer incentivised, for an
equivalent value of EUR 20.2 million.

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

Net unit revenue in ltaly in 2018, taking into consideration the sale price of electricity, incentives (former green
certificates) and other minor compenents, was equal to 124.9 EUR/MWh for ERG in Italy, down compared to 144.5
EUR/MWh in 2017, as a result of the expected and already discussed lower incidence of revenue from incentives.
tinally, as from 2016, the reference value for the incentives (former green certificates) is calculated on the basis of
energy 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 an impact on the incentive for
the subsequent year.

The following table shows revenue by country:

ADJUSTED REVENUE Year
2018 2017 A A%
italy 266 317 (52) -16%
Abroad 124 128 (4) -3%
of which
Germany 33 37 (4) -11%
France 49 44 5 1%
Poland 14 12 2 19%
Bulgana 13 13 @ 2%
Romania 12 19 (7} -36%
UK 3 3 0 1%

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

2018 2017 A A%
wind italy 1249 1445 (20) 4%
Wind Germany 545 g6.4 (2) -2%
Wind france B7.4 B84 U] 1%
Wwind Poland 63.5 451 18 41%
Wind Bulgaria 748 640 i1 17%
Wind Romania 582 58.1 0 0%
Wind UK 100.4 na. na. na.

In 2018, net unit revenue in France and Germany was respectively 87.4 EUR/MWh and 94.5 EUR/MWh (including
refunds for limitations in Germany). The main charges in net unit revenue abroad were seen in Poland (+41%, thanks
1o the significant increase in the sale price of certificates of origin) and in Buigaria (+17%), while in Romania it was
generally stable, due to 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 ireland belenging to the group until the beginning of March was also reported.

GUTPUT -gww Year
2018 2017 A A%
Italy 2.072 2117 -105 -5%
of which
Campania 439 489 -50 -10%
Calabrna 219 238 -18 -8%
Puglia 471 531 -60 17%
Moilise 156 167 " 7%
Basiicata 178 183 -6 -3%
Sicily 341 299 42 14%
Sardmia 207 209 2 1%
Abroad 1,452 1,496 -45 -3%
of which
Germany 337 369 -3 -8%
france 552 491 60 12%
Paland 219 248 -29 -12%
Bulgaria 138 157 -19 -12%
Romania 176 201 25 -13%
UK 79 29 -1 -3%
Total wind farm output 3,464 3613 -150 4%

In 2018, the electricity output from wind power amounted to 3,464 GWh, dewn slightly compared to the same period
in 2017 (3,613 GWh), as a result of a decrease in output of appreximately 5% in ltaly {from 2117 GWh to 2,012 GWh)
and 3% abroad (from 1,496 GWh to 1,452 GWh}.

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

As regards abroad, the decrease of 45 GWh is attributable to the lower cutput In Eastern Europe (-73 GWh) compared

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

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

year.

The following table shows wind farm load factor by main geographical area; the figure, estimated taking into account
the actual start of operations of the wind farms in the individual periods, 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 also by the level of availabitity of the plants and any limitations on the energy

transport networks.

LOAD FACTOR % Year
2018 2017 A
ltaly 21% 22% -1%
aof which
Campama 20% 23% -2%
Calabria 21% 23% 2%
Pugha 22% 24% -3%
Molise 22% 24% -2%
Basilicats 23% 24% 1%
Sicily 20% 17% 2%
Sardirma 21% 21% 0%
Abroad 23% 25% 1%
of which
Germany 18% 19% -2%
France 23% 22% 1%
Poland 31% 35% -4%
Bulgaria 29% 33% 4%
Romarnia 29% 33% -4%
Load Factor " 22% 23% 1%

{*) actual cutput in relation to maximum theoretical outpuat {calculated taking ito account the actual date of entry Into operation of each individual wing farmy

In 2018, the overall load factor, equal te 22%, was down shghtly with respect to that recerded in 2017 (23%), decreasing
from 25% to 23% abroad and from 22% to 21% in [taly.

The above-mentioned data does not include the data relating to the plants in Northern Ireland following the
aforementioned sale of the 47 5-MW piant on 7 March 2018.

The decrease in the load factor is due to the reduced wind strength recorded during the vear, in particular in the third

and fourth quarters, despite the high levels of availability of the plants.

31



32

ERG Power Generation .~ ia. o0k

The breakdown of adjusted EBITDA hetween the various geographic areas of the Wind business is as follows:

ADJUSTED EBITDA Year
2018 2017 A A%
Italy 195 241 {46) -19%
Abroad 79 76 3 4%
of which
Germany 22 25 (3) -13%
France 30 30 [ 2%
Poland 10 5 5 109%
Bulgaria 6 2 32%
Romania 8 (2} -20%
UK 2 1 na
Total 274 316 (42) -13%

Adjusted EBITDA for 2018 totalled EUR 274 million, down compared to the values recorded in the same period of
the previous year (EUR 316 million), in a general context of less favourable wind conditions bcth in [taly and abroad.
The lower contribution in Italy (EUR -46 million) reflects the lower absclute and incentivised production, the lower unit
value, and the higher imbalance charges, which were oniy partly offset by the positive price scenario in the energy
markets. The improved resuits abroad (EUR +3 million) reflect the greater installed capacities in France, as well as the

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

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

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

Canpital expenditure

Investments in 2018 (EUR 146 million) refer mainly to the acquisition of two wind farms in France (EUR 14 million),
acquisition of the French wind companies by Impax New Energy (EUR 67 million} and acquisition of the company
Creag Riabhach Wind Farm Ltd, holder of authorisations for the construction of a wind farm in Scatland (EUR
23 miliion). Total investments also include investments in property, plant and equipment and intangible assets
for EUR 42 million, mzinly refated 1o the development of new wind farms in France (Vallée de I'AA and Torfou) and

Germany (windpark Linda).
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Relevant legisiative and regulatory updates during the year

[TALY

- Feed-In Premium (FIP) former Green Certificates
For 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 tor electricity saie 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 t0 98.95 EUR/MWHh.

* Feed-in Premium (FIP) former Green Certificates
For the purposes of determining the 2018 feed-in premiurn (2019 FIP), the Autherity disclosed, by means of resolution
16/2019 of 22 January 2019, the average annual vaiue recorded in 2018 for electricity sale prices, equal to 61.91 EUR/
MWh. The 2019 incentives, equal 1o 78% of the difference between 180 EUR/MWh and the average annual sales

price of electricity in the previous year, therefore amounts 10 92.11 EUR/MWh.

- Increase in electricity dispatching service costs: resolution 342/2016 of the Italian Regulatory Authority for
Energy, Networks and the Environment (ARERA) and subsequent measures
In the second quarter of 2016 there were significant increases in dispatching service costs for end customers
(specifically with regard to the uplift fee).
On 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
to Regulation (EU) no. 1227/2011 {REMIT), potentially committed in the recent past by several electricity market
cperators {including ERG Power Generation S.p.A. and ERG Hydro Srl).
Following the investigation by ARERA in September 2016, notifications were sent to the parties involved - including
ERG Hydro S.rl. and ERG Power Generation S.p.A. - centaining the results of the assessments and the potential
illegal activity detected by the Authority.
ERG Power Generation S.p.A. and ERG Hydro S.rl. presented an appeal to the Administrative Court of Lombardy for
the partial repeal of the notifications indicated above, deeming that there were absolutely no grounds for the issue
thereof.
in April 2017 ARERA natified the companies concerned {(ERG Hydro Srl. and ERG Power Generaticn S.p.A) of
the resolutions issued as part of the proceedings initiated with Resoluticn 342/2016. The main elements of the
above-mentioned notifications are the change in the methed used to define the resulis of the assessment with
respect to that used in the communication of September 2016, and a specific indication of the non-existence
of unlawful behaviour pursuant to (EU) Regulation no. 1227/2011 (REMIT). With two subsequent resolutions
appraved in January and February 2018, the Authority closed the procedures regarding the prescriptive measures

for ERG Hydro Srl and ERG Power Generation S.p.A. On the basis of the resolutions adopted by ARERA, Terna
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proceeded to quantify the amount to be returned, the economic impact of which is not considered significant. The
companies involved proceeded ta challenge, in the appropriate jurisdictions, both the resolutions of ARERA and the

guantification performed by Terna.

* Sicily moratorium on wind and solar power development
On 11 May, the 2018 Financial Stability Law was published in the Sicilian Official Gazette. Article 17 of the Law
lays down a 120-day suspension, as from 11 May, of authorisations related 1o wind power and photovoltaic plants
pending the introduction of an appropriate planning tool to allow the visual and environmental impacts of the
implementation of such electricity generation plants to be assessed. The moratorium, which was contested by
the Italian Council of Ministers, was subsequently repealed by Regional Law No. 16 of 9 August 2018, published in
Sicilian Official Gazette No. 36 of 17 August 2018.

)]

ERMAN Y

- Expansion acceleration transmission network

In mid-Decernber, German Chancellor Angela Merkel's cabinet approved a draft law to make it possibie to speed up
the procedures to authorise, and therefore expedite, the expansion of the German electricity transmission network.
This will be made possible by better coordination between the various planning phases, tighter deadlines and the
elimination of unnecessary procedures. There will also be new, more powerful transmission ines which will replace

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

Extension of the obligation of “Cooperatives” to obtain authorisation to participate in wind power auctions

0n 29 June, the amendment to the law on renewable energy sources, extending the suspension of the exemption for
"citizen energy cooperatives” (BlUrgerenergiegenossenschaft) from being required to submit previously authorised
projects tg auctions, came into force

The suspensicn, which ams to ensure a level playing field for all industrial operators, 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 pewer in 2018 was closed.
The results of the auction, published on 17 May, showed an average award price of 573 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 21.6-MW onshore wing 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 which provides for new auctions between 2019 and



REPORT ON OPERATIONS ot PRI S PN T

2021, for a total of 4 GW of onshore wind and 4 GW of photovoltaic. Additional auctions to those already planned
were added for wind and photovaltaic: for 2019 1 GW for each new auction, for 2620 1.4 GW for each new auction,

and for 2021 1.6 GW for each new aucticn.

FRAMCE

* FIP 2017+ (Arrété tarifaire du 6 mai 2017}
The Feed In Premium envisaged for renewable projects subsequent to 2017 obtained approval by the European
Commission far a period covering the three years from 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 tc Bulgaria's Energy Act was approved which provided that, among other measures,
from 1 January 2019, for existing piants with a capacity of mare than 4 MW, the incentive system switch from a FIT
system to a FIP system. The incentive is calculated as the difference between the value of the FIT, as previously
recognised, and a reference price calculated on the basis of an estimate of the future price of electricity corrected

for wind profile.

POLAND

+ Auction mechanism for onshore wind
Following the approval of an amendment to the RES Act of 29 June 2018, an auction was announced for the year
for the granting of incentives to new wind power and photovoltaic plants. The multi-technolagical wind power-
photovoltaic auction provided for a quota of power of approximately T GW. The 2018 aucticn was duly held in
November. This amendment, which aiso 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 untit 1 January 201/,

ROMANIA

+ Amendments approved to legislation on the incentivisation of renewable energy sources
On 26 June 2018, amendments to legislation on the incentivisation of renewable energy sources, which amended
certain 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 i1s defined by the Regulatory Authority; the introduction of the possibility for manufacturers
benefiting from Green Certificates to switch to a Feed-In Premium incentive system (proposal to be submitted
for approval of the Eurcpean Commission); the requirerment, 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 annual 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 electricity, gas and telecommunications sectors. More specifically, for electricity producers, it provides for an
increase in the contribution paid annwally to the Romanian 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 rules for wind power plants
On 3 December, an amendment 1o tax legislation was published in the Official Journal which provides for the
inctusion of the value of the pillars of wind turbines 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 Eurcpean
Commissicn declared the compatibility of the British Capacity Market with European rules on State aid. The
immediate consequence of the ruling was the indefinite postponement of upcoming auctions and the suspension

of all payments provided for by previous auctions.

REPUBLIC OF IRELAND AND NORTHERN IREL AND

* Launch of the Integrated Single Electricity Market ()-SEM)
As of 1 Cctober 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 particulat, the I-SEM
Introduces a new structure for the MGP (day-ahead) and MI {intraday) markets, and a revision of the settlement and

balancing processes of the network in real time.

+ Capacity Market
0On 29 June 2018, Network Managers for the Republic of Ireland and Northern ireland published the notice for
participaticn inthe T-4 auction for supply of existing and new capacity for the years 2022/2023 For new construction
capagcity, contracts can be obtained for a maximum duration of 10 years The auction, for which registration closed

on 25 QOctober, is scheduled 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
89 MW and an annual cutput of approximately 136 Gwh, through 30 photovoltaic 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
installed capacity benefits from incentives with an average expiry date of 2330.

The results set cut below also include the contribution of ISAB Energy Solare Srl, a group company, previously
measured using the cost method due to it not being of a significant size (installed capacity of less thar: 1 MW and an

annual output of approximately 1 GWh, threugh solar panels installed at the ISAB IGCC plant in Priolo, Sicily).

Highlights of adjusted performance items

OPERATING RESULTS Year

(EUR milllon) 2018 2017
Adjusted revenue from sales and services 38 n.a
Adjusted EBITDA ! 3z na
Amortisation, depreciation and impairment losses (24) na
Adjusted EBIT-" 8 n.a
Investments in property, plant and equipment and intangible assets 345 na
EBITDA MARGIN % @ 84% na
Total output by solar plants (GWh) 130 n.a

(1) rot ncluding special tems as nd cated in the section “Alternative performance indicators”, to whicn reference should be made for further detarts
{2) ratio of adjusted EB TDA to revenye from sales and services

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

Revenue for 2018 amounted to EUR 38 miilion, of which EUR 3€ million relating to revenue from the feed-in premium
and EUR 8 million to revenue from the sale of energy.

In 2018, the relative net ynit revenue amounted to 294 EUR/MWh, of which 234 EUR/MWh relating to feed-in
premiums and approximately 59 EUR/MWHh to revenue from the sale of energy.

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

The EBITDA margin amounted was 84% in 2018.

Capital expenditure

Investrments in 2018 refer to the acquisition of 30 photovoltaic plants, which came on stream between 2070 and
2011 and are 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 GwWh. 100% of the total installed capacity benefits from incentives with 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 10 the termporary suspension of authorisations for the installation of solar plants in Sicily, reference is

made to the Wind section.
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Y DROELEC TR

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 Hydroelectric Complex (527 MW), including a systermn of programmable and
flexible plants located in central Haly; these plants are used under the related hydroelectric concessions that will expire
at the end of 2029.

The total capacity of the plants at the Terni complex came to 526.9 MW, of which 512.4 MW relating to large offtakes
and 14.5 MW related to smali offtakes and minimum vitat 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 ltalian Ministerial

Decree of 23 June 2016.

TR AL TN LR DN TS R RIS A RS A DI TRT RIS

The contribution of the hydroelectric assets to the Group's results is shown below:

G RO TINT, Aot Year

{EUR miliion) 2018 2017
Adjusted revenue from sales and services 194 137
Adjusted EBITDA " 146 a4
Amortisalion, depreciation and impairment (osses & (58] (58]
Adjusted EBIT™ 88 as
Investments in property, plant and equipment and intangible assets 7 &
EBITDA MARGIN % 75% 69%
Total output by hydroelectric plants (GWh) 1,740 1,144

(1) the figures shown do net include special tems as indicated in the section “Alternative performance indicators’, to which reference should be made for further details

In 27 '8, revenue, amounting to EUR 194 million, related mainly to electricity sales (mostly on the spat market) for EUR
102 million, revenue from the feed-in premium (former Green Cerlificates) for EUR 78 milfion, and revenue from MSD
for EUR & million.

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

EBITDA for 2018 amounted to EUR 146 million (EUR 94 million 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.

The 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 Italy during the period and also due to the modulation of the plants,
and the feed-in premium (former green certificate), recognised on a portion of approximately 40% of output and lower
than that of 2017, amounting to approximately 99 EUR/MWh,

ERG Hydro's total output {equal to 1,740 GWh in 2018) therefore benefited from a net unit revenue, taking into
consideration the sales price of electricity, revenue from MSD and from replacement incentives and other minor
compenents, totalling approximatety 107 EUR/MWh (110 EUR/MWhH in 2017, excluding the recoveries of prior

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

The load factor recorded in the year, amounting to 38% (25% in the previous year), benefited from the high leve! of
water availability recorded and the consequent 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 appraximately
522,518 and 124 metres above sea level, down compared to 31 December 2017 (respectively 526, 524 and 131 metres
above sea level), 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.

Dapntal cxpenditure

Hydroelectric investments, totalling EUR 7 milfion, relate mainly to maintenance orders and planned projects in the

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

Relougt Dugisial of TG Al LOales G e v

in addition to what is described in the general updates section, the following measures should be noted:

- Increase of BIM hydroelectric surcharge
Following the adjustment of the amount of the surcharge for hydroelectric offtakes in December 2017, on 23
January 2018 a Directorial Decree was published in the Officiat Journal, adjusting the surcharge for mountain
watershed (Bacini imbriferi Mantani, BIM) owed by hydroelectric 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 to 30.67 EUR/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 k.

- Regional regulations

Al the level of regional regulations, in Getober 2015 the Umbria Region published Resolution no. 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 2016. ERG Hydro Srl. presented an appeal to the Higher Court of the Public Waters (TSAP) against that
measure.

At the hearing held on 7 December 2016, the parties stated their opinions; the judge then referred the parties 1o the
board, scheduling the discussion hearing an T March 2017, During this hearing, first the issue of jurisdiction was
addressed, filed with the office by the Chairman of the Board, and then the merits issues relative te the iltegality of
the rental increase. With its ruling submitted on 19 April 2017, the TSAP declared its lack of jurisdiction in favour of
the Regional Court of Public Waters (TRAP) of Rerne before which it arranged for the continuance of the appeal.
With respect to the TSAP ruling, an appeal was brought before the Court of Cassation, and the scheduling of a

hearing date by the Court is pending.
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+ Feed-In Premium (FIP) former Green Certificates

Reference is made to the Wind secticn.

« 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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THERMOQELECTRIC

ERG is active in the generation of electricity from thermoelectric sources through the investment in ERG Power
Srl, owner of the high output, high efficiency, low emission, highly modulable and flexible cogeneration CCGT plant

(480 MW).

Highlights of adjusted performance items

OPERATING RESULTS Year

(EUR million) 2018 2017
Adjusted revenue from sales and services 405 464
Adjusted EBITDA 51 78
Amortisation, depreciation and impairment losses ™ (31} (31)
Adjusted EBIT ™ 21 48
Investments in property, plant and equipment and intangible assets 8 10

{1} the figures shown do rot include special items as indicated in the section "Alternative performance indicators’, to which reterence shoulc be made for further details

Foilowing the entry into force from 1 January 2018 of the legislation on internal user networks, all of the electricity
cutput of ERG Power is allocated to the market by capturing the Sicily zonai price, while electricity intended to cover
the needs of the Pniclo industrial site, which falls within the scope of the legislation on internal user netwarks from
2018, is purchased on the wholesale rmarket at the Single National Price. In 2017, ahead of the legistation on internal
user networks, about a quarter of output was destined directly to site customers, including the net supply of steam

in this energy.

In 2018, ERG Power's net electricity generation 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 fully reflected in the sale prices. This trend
was in line with the more general one registered in [taly for the entire thermoelectric sector.

The net supply of steam to captive customers of the Priole Gargallo petrochemical site totalled 737 thousand tonnes,

in line with the 2017 figure.

Adjusted EBITDA in 2018 amounted to EUR 571 million (EUR 78 millionin 2017). The decrease in the result is attributable
to the lower contribution of Energy Efficiency Certificates pertaining to the CCGT plant ingofar as it is qualified as a
high efficiency cogenerating plant, which in 2017 henefited in the amount of EUR 11 millicn from the revaluation of
securities matured in the previous year.

These results were also affected by the tess profitabie performance of the clean spark spread insofar as energy prices

have not yet fully incorporated the significant increase in cost of gas and CO,,.
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Capital expenditure
investments in 2018 {(EUR 8 million) mainly refer to the ERG Power CCGT plant which continued the targeted
investrment initiatives aimed at preserving the operating efficiency, flexibility 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 energy efficiency certificates (TEE).

On 15 February 2018, the Energy Markets Operator {Gestore dei 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 ltalian Ministerial Decree of 10 May 2018, containing further modifications to the TEE systerm, was pubiished in

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

1 June 2018, a cap of 250 EUR/TEE on the Tariff Contribution granted to parties obliged to purchase TEEs, and,

lastly, the possibitity for the GSE to issue virtual TEEs (not associated with any specific project) to make up for any

supply shortfall in the market.

In arder to boost market liquidity, on 12 September the GME published an urgent modification te the Regulation for

the operation of the Energy Efficiency Certificate market, reintroducing the weekly expiry of sessions. ARERA, by

means of resalution 501/2018/R/efr, approved the regulatory changes introduced by the GME.

On 10 October 2018, ARERA published Resolution 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

Authaority:

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

- introduced the ‘monthly 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 contribution proposed to operators;

- partially redefined the maximum quantity of energy efficiency certificates that can be delivered by DSOs;

'

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

relative timelines for provision by the Energy and Environmental Services Fund (CSEA).
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* RitJ Internal user networks (IUN)
For operators that own “closed distribution systems”, which include the “internal user network” {RIU) in Priolo, the
Italian Regulatory Autharity for Energy, Networks and the Environment (ARERA) published Resolution 539/2015,
which introduces the need to adopt accounting and functional separation of distribution activities from electricity
sale activities within the RIU (so-called ‘unbundling”). With its subsequent resolution 788/2016, the Authority
provided for the extension of the new reguiations to 1 October 2017. With its resolution 582/2017, ARERA further
postponed the entry inte force of the new RiU regulations to 1 January 2018, in arder 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 system) is responsible
for levying the general system charges due from users of the SDC and for their payment to the CSEA. The CSEA
published various circulars on the matter in 2018 Specifically: circular No. 4/2018 of 01/03/2018 established the
arrangements for declaring and paying general system 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 out of the points of

at which the public network and the RIUs interconnect

- Essential Units pursuant to Law Decree 91/2014
On 25 May 2016, news was published on the Terna website declaring the entry into operation at 00:00 am. on
28 May 2016 of the Sorgente-Rizziconi connection and the ancillary works defined by reselution 521/2314. This
communication sanctioned the eng of the essentiality regime envisaged by Law Decree no. 91 of 24 June 2014 for
the electricity production units located in Sicily, as governed by the aforementioned Resolution 521/14.
ARERA then confirmed said situation by way cf Resolution 274/2016/R/eel.
The ERG Power Generation CCGT plant was subject to the essential facilities discipline provided by Law Decree
91/2074 until 27 May 2016
With reference to the request for compensation of the costs relating to the period 1 January 2016- 27 May 2016, with
its resolution 841 of 5 December 2017 ARERA provided for the recognition an extraordinary advance. Subsequently,
with resolution No. 48 of 12 February 2019, ARERA guantified the adjustment amount relative to the compensation
of costs fer 2016; the value determined is in line with business estimates. The adjustment amount was paid tc ERG

Power Generation S.0.A. on 28 February 2018



ERG Powier Generation v o o TieT g

INCENTIVE FRAMEWORK

WIND SECTOR INCENTIVES

Italy - Plants that entered into operation before 2013: feed-in premium (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 + Plantg that entered into operation by July 2014: feed-in tariff (FIT) and, on an optignal basis,
FIP plus a management premium (EEG 2012)

- Plants that entered into operation from August 2014 to December 2016: FIP (EEG 2074)

+ 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 te benefit from the tariffs provided for in EEG
2014 of decreasing value in reiation to the actual new installed power in the pericd.

- Plants that entered into operation from 2017 onwards: FIP incentives allocated through
Dutch auctions (EEG 2017).

- From 2018, cooperatives can participate in auctions only if in possession of an authorising
licence as for other wind energy progucers.

France * Plants that stipulated the application to purchase electricity generation by December
2015: a feed-in tariff (FIT) fur 15 years, defined bascd on the year the application to purrhase
efectricity generation was made and updated annually according to a formula 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 subseguent § years of the incentive based on the
wind farm’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 FIF 15 divided into several components: the incentive component
(complément de rémunération), calculated as the difference between the current FIT and
the average monthly price of energy weighted on the national wing power profile, plus a
management premium to cover the costs for managing the sale of energy.

- New plants that do not fall into the above categories: recognition of ncentives occurs
through auction procedures or direct access in the 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 is constant in nominal

terms. The duration of the incentive varies based on the date of entry into operation, and can
be equal to 12 years (Hrabrovo plant) or 15 years {Tcherga plant). In particular, below the first
bracket {on average equal to approximately 2200 equivalent hours of operation annually),
the FIT recognised amounts to approximately 97 EUR/MWh, while the changes to legislation
significantly reduced revenue for higher production levels.
Frem 2019, for existing plants with a capacity of more than 4 MW, the incentive system has
switched from a FIT system to a FIP system. The incentive is calculated as the difference
between the value of the FIT, as previously recognised, and a reference price calculated on the
basis of an estimate of the future price of electricity corrected for wing profile
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Romania
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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 quaotas 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 pericg of the Green Certificates (GCs) held from 1 July 2013 to 31 March 2017
{which takes place at constant instaiments through the years 2018-2025);

b) the period of validity of the GCs is until 31 March 2032 (only the GCs issued before 31 March
2017 maintain the validity of 12 months).

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

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

- The mandatory quota for the consumers of electricity, which from 2018 enwards is determined

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

SOLAR SECTOR INCENTIVES

Italy

- Incentives for photovoltaic plants are paid through a FIP tariff on energy entered into the

network for the duration of 20 years.

- The Contc Energia feed-in tariff scheme was introduced in Italy with the inter-Miristerial

Decrees of 28/07/2005 and 06/02/2006 (Conto 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 hy the plant and the differentiation of
tariffs depending on the type of architectural integration and the size of the plant.

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

to plants that entered into operation from 1 January 2017 until 31 May 2077, and introduced
specific tariffs for photovoltaic systems integrated with innovative features. Law No. 129/2010
(the "Salva Alcoa Law”} then confirmed the Conto Energia |l tariffs for 2010 for all plants able to
certify the conclusion of works by 31 December 2010 and entry into operation by 30 June 2011,

« Ministerial Decree of 05/05/2011 {Conto Energia V) defined the incentive mechanism for

plants that entered into operation after 31 May 2011 and introduced an annual cumulative cost
limit for incentives, set at EUR 6 billion.

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

by Ministerial Decree of 05/05/2011 and set 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
&7 billion was reached.

- The provisions contained in Ministerial Decree of 17/10/2014 (the "spalma incentivi® or

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

choose between varicus methods for remaodulation of the incentives:

a) extension of the incentive period by a further 4 years with simultanecus reduction of the
unitary incentive by a value between 17% and 25%, depending on the residual life of the night
to incentives;

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

c) flat reduction applied for the remaining incentive period, variable between 6% and 8%
depending on the size of the plant.
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HYDROELECTRIC

Moty

" Plants that entered into operation before 2013: feed-in prermuum (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: aliocation of all-inclusive tariff through direct
access for hydroelectric plants with capacity of less than 250 KW, in certain cases. Dyration of
the incentive: 20 years.

THERMOELECTRIC (Cogeneration)

italy

+ High-yield cogeneration (cogeneration of electricity and useful heat) is incentivised through
the recognition of energy efficiency certificates (White Certificates), issued for ten years on
the basis of the primary energy savings that cogeneration makes it possible to achieve when
compared to the separate production of the same amount of electricity and heat Energy
efficiency certificates are exchanged in a regulated market managed by the Energy Markets
Operator {Gestore dei Mercati Energetici, GME) or through bilateral negotiations between
operators.
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RELEVANT LEGISLATIVE AND INSTITUTIONAL
UPDATES DURING THE YEAR

General

European Union
* New ETS Directive
0On 19 March 2018, the Official Journal of the Furopean Union published Directive (EU) 2018/410 amending Directive
2003/87/EC (the ETS Directive). Member 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 introduced in order to achieve this are:
- increase of the Linear Reduction Factor for total annual aliocation 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 allowances put in the reserve for

the first 5 years, and then returning to the current 12% from 2024 to 2030.

« New measures of the Clean Energy for all Europeans package
0On 21 December 2018, three measures envisaged by the European Commission’s “Clean Energy Package”, issued
at the end of 2016, were published in the EU Cfficial Journal. These are the new directives on renewables and
energy efficiency, and the regulation on Governance.
The measures were approved by the European Parliament an 13 Novermnber and by the EU Council on 4 Decemnber

2018.

New Renewable Energy Directive (RED Il}

RED Il, 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
generation from renewable sources.
These instruments, to be delivered only through competitive mechanisms, may include specific competitive
auctions for technology, and must be stable and prevent retroactive interventions, tc safeguard the profitability of

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

maintain the availability of electricity producers.

New Energy Efficiency Directive (EED Il)

EED I, covering the period 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 C.8% {0.24% for Cyprus and Malta) of final energy
censumption between 2021 and 2030, while granting certain flexibility on how this obligation is 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 introduces the obligation for each Member State to draw up their own National Energy and Climate
Plan, containing the definition of national energy/environmental targets for 2030, as well as details on the timing
and the implementation arrangements in order for these to be achieved.

In this regard, a unified methodology is provided for the calculation of national contributions, by which alf Member
States must abide when calculating their contribution.

Member States shall have the option of determining how to divide the Union-wide 2030 target between the various
energy components (heating and cooling, transport, electricity}.

For the purpose of generating renewable electricity, Member States should indicate volumes and implementation
times, following an almost linear trajectary.

The draft Naticnat Plan should be sent to the EU by 31/12/2018 (italy sent 1t on 8 January 2019). it will then be
analysed by the Commission and possibly returned to the sending Member State for any improvernents. The final

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

ftaly

= XVIIi legistature
On 4 March 2018, a general election was held to elect the representatives for the XVIlt legislature of the ltalian
Republic.
The first party emerging from the elections was Movimento 5 Stelle, which obtained 32 68% of the votes for the
Chamber of Deputies and 32.22% for the Senate, while the Centre-Right Coalition (CDX) holds the majority of seats
in both 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 Italia {14% Chamber of Deputies and 14.43% Senate) and Fratelli d'ltalia {4.35% Chamber
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of Deputies and 4.26% Senate).
On 24 March, following an agreement between Movimento 5 Stelle, Lega, Forza italia and Fratelli d'ltalia, the new
presidents of the Senate and the Chamber of Deputies were elected: respectively, Maria Elisabetta Alberti Casellat:

of Forza italia and Roberto Fico of Movimento 5 Stelle.

Formation of the new Government

More than B0 days after the elections, Movimento 5 Stelle and Lega reached an agreement for the formation of the
first Government of the 18th Legislature.

Cn 1 June 2018, the Council of Ministers took the oath before the President of the Republic at the Palazzo del
Quirinale, while the vote of confidence of the Parliament 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.

Matteo Salvini, leader of Lega, and Luigi Di Maio, political 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 appointment, by means cf the ltalian Presidential Decree of ¢ August 2018, of the new
Board of the ftalian Regulatory Authority for Energy, Networks and the Environment (ARERA) was formalised in
Official Journal no. 227.

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

Castelli, Andrea Guerrini, Clara Poletti and Stefano Saglia.

Draft Energy and Climate Plan 2021-2030

in early 2019, the Ministry of Economic Development, the Ministry for the Enviranment and the Protection of Land
and Sea, and the Ministry of Infrastructure and Transport submitted Italy's draft integrated National Energy and
Climate Plan (NECP?), as provided for by the above-mentioned Governance Regulation, to the European Commission.
It will be submitted for public consultation, as provided by the regulations, as well as for thematic discussions
between the Ministries and interested parties in order to arrive at the final version by the end of 2019, in good time
for submission to the European Commission.

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

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

- a 43% reduction in the consumption of primary energy compared to standard scenarios by 2030.

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

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

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

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

demand, particularly in 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)
Or 37 December, Italian Law No. 145 of 30 December 2018, otherwise known as the “Budget Law 2019 was
published.
Amgeng the key points on energy contained in the law, of note is the provision whereby economic proceeds -
already granted and tc be granted - paid by operators to Municipalities accommodating RES plants on the basis of
agreements signed before 3 October 2010 shali 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 to
the Guidelines contained in the Italian Ministerial Decree of 10 September 2010.
The provision also includes some interpretative clarifications on the subject of registration tax, the freezing of
safeguard clauses for VAT and excise duties for 2019 and the increasing of those for the following two-year period,
and the web tax of 3% for subjects with total revenue equal to or greater than EUR 750 million, of which at least EUR
5.5 million achieved in Italy for the provision of digital services.
On the matter of decarbanisation of transport, a bonus/rnalus system for vehicles has been introduced, rewarding
for low or zero emissions of CO, with increases in the incentive in the event of destruction of more polluting cars,
also provided are tax deductions on infrastructures for the electrical charging of vehicles.
On the matter of the environment and erergy efficiency, a tax credit of 65% has been introduced on donations for
the reclamation of buildings and public land, as has a programme for the energy requalification of central public
authority buildings. A tax credit of 36% hag been introduced for companies that purchase products made with
materials deriving from the separate callection of plastic packaging, as well as for the purchase of biodegradable
and compostable packaging or packaging derived from the separate collection of paper and aluminium
Afacilitated rate is then applied for amartisation, 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
On 18 December 2018, Italian Law No. 136/2018 converting Decree Law No 11972018 (Tax Decree) was published in
the Officiat Journal. The most significant prowvisions 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 annctation of invaices.
During conversion, measures were alse intreduced 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

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

This introduces a one-year postponement, from July 2079 to July 2020, on the completicn of the liberalisation of
the electricity and gas retail markets, which envisages the abolition of the market of “greater protection” for sale to

end customers.

“Simplification” Decree
On 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 Journal.

The law converting the Simplification Decree was published on 12 February and intreduced significant changes to
the ariginal text, in particular rules on concessions for large-scale diversion of water for hydroelectric 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 dams and penstocks - is transferred, without remuneration, to the region, without prejudice to any payocut
to the outgoing concession holder equal to the non-depreciated amount of any investments, insofar as this is
provided for by the concession contract or otherwise authorised by the grantor during the period of validity of the
concessicn 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 prefessional 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;

- 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 a 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 operators 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 shall govern by law the arrangements 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 Enviranment and 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 determined by regional law, will be composed of two parts:

- afixed porticn, linked to the average nominal power granted,
- a variable portion, linked to normalised revenue” determined on the basis of the energy sofd and the zonal
price.

- the regions may require from concession halders a free annual supply of electricity equal to 220 kWh for each kW
of average nominal power granted;

- for concessions expiring by 2023 or already expired, the regions allow plants to continue operations for such time
as is necessary to carry out the reallocation procedures - in any case not later than 31 December 2023 - against
the payment, in addition to ordinary fees, of an additional fee and the free annual supply of electricity referredto in
the previous point. The Ministry of Economic 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 November 2018, the UK and the EU reached a provisional 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 2018 with 432 votes against and 202 votes
in favour.

On 29 January, the UK parliament approved an amendment authorising the Government to seek alternative
arrangements on the agreement. The EU declared its unwillingness to reopen negotiations If the deadlock is not
resolved before 29 March, the United Kingdom will Jeave 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, prasented on 28 October 2018, announced that ingtallations currently participating in the EU ETS
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will pay a CO, tax of GBP 16 {EUR 18.11) per tonne in the event of a Hard Brexit. The tax will apply from 1 April 2019,
which means that the Carbon Price Suppart will be the only charge on CO, emissions in the UK between January

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

France
Multiannual Energy Programme (Programmation Pluriannuelle de 'Energie - PPE)
The new versicn of the PPE was issued in draft in January 2019 and should be finalised, following a constltation
procedure, during the first half of 2019. The document presented provides that by 2030 the installed capacity of
power generation from onshore wind sources will triple and PV capacity will increase fivefold, white for offshore it
envisages the construction 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 10 35.6 GW,
- measures to promote the reuse of wind farms at the end of their fife, installing latest-generation, and hence more

efficient, machinery.

It also provides for the implementation, by 2023, 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 providing power equal o 14.9 GW
by 2035, including two reactors by summer 2020, the closure of 4-6 reactors from 202510 2030 and 6-8 reactors

between 2030 and 2035.

Romania
Publication of long-term energy strategy
0On 12 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 rofe for
gas and nuclear power, but do not provide new support schemes for renewable energies.
The government plans to achieve its RES goals for 2030 of 37.6% 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 ta various types of risks, including
regulatory and legislative risks, operational risks, health and safety risks, environmental risks, market risk, liquidity risk,
credit risk and risks relating to access to the capital markets.

In order to ensure that these risks are properly managed, the Group has implemented an integrated process of
Enterprise Risk Management aimed at making a proactive contribution to safeguarding the assets of the ERG Power
Generation Group and efficientty and effectively 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 to the Business Plan, as well as the definition of the

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

- continuous verification of the operation and effectiveness of the risk management process.

The Enterprise Risk Management system is based on the creation, at all levels of the organisation, of a culture of
attention ta risk, through a clear identification of responsibilities and the conscious assumption of risks, and the
development 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 in the docurent and which could have significant consequences on the econemic 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 damage deriving from fluctuations in the

volumes of electricity generation, specifically regarding generation from renewable energy sources and the availabiity

of natural resources such as Wind, Water and, following the recent acquisition of photovoltaic piants in ltaly, Sun.

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

according to the weather conditions of the sites where the plants are located, 1s mitigated through:

- technologica! diversification of the renewable plants (Wind, Hydro and Solar) and geographic diversification of the
generating plants, which reduce both the impact and the likelihcod of oceurrence;

+ planning of renewzble plant shutdowns based on periods with low use of renewable sources, thereby reducing their

impact;
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- use of more accurate meteorological forecasting tools (wind, water and sunj to define generation plans and further
improve the Volume Risk management strategies in the short term.

The use of statistical risk analysis models is also envisaged, enabling quantification of the economic impacts over the

mediurm term (plan time horizon).

Entry into the solar business is 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 overal!

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

Risk mitigation strategies are implemented in accordance with campany policies.

2. Price Risk

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

In conducting its business, the ERG Power Generation 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 portfolio, which permits the allocation of risks where they can be more effectively managed,
benefiting from the offsetting of positions with opposite signs;

« definition of risk exposure limits and of an asscciated 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;

+ definition of processes and responsibilities to monitor the exposure level using the appropriate indicators (e.g,
P@R, V@R, Stop Loss, Take Prefit, Open pesitions);

« definition of minimum and maximum hedging amounts {Hedging Ratios} on sales of EE over the life of the plan;

+ use of derivative instruments to stabilise cash flows generated, contributing to guaranteeing the Group's economic
and financial equilibrium. The use of hedging derivative instruments is authorised exclusively if thereis an underlying
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 possible, the balancing of purchasing formulas (e g for natural gas) with the charge-backs te 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. linked to the profile).

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

from those that manage risks in operations.

The risk management strategies are carried out in accerdance with company policy.
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3. Reqgulatory and legislative risks

This is the risk tied to developments in the local requiatory and legislative 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 assets.

The Group constantly monitors the evolution of the regulatory framework 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. Monitering is structured

over several levels, both local and European, and involves collaborative 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 regulatory evolution and measures of the sector authority and drawing up

specific position papers to communicate its position on these issues.

To this end, the ERG Power Generation Group has established specific Grgamnisational Units dedicated ta continuous

monitoring of developrments in key national and international regulations, that monitor the evolution of the regulatory

framework in the countries in which the Group operates and prepare.

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

- the broad reform of the electricity market hoth at European level and in the various countries in which the Group
cperates {ranging from capacity mechanisms to measures to deal with the effects of oyber attacks or natural

diS.a.s.ters in the energy sector with the introduction of Long Term Power Purchase Agreements);

the reform of systems of incentives for Renewable Energy Sources in the various countries in which the Group

operates (e g. switch from FIT to FIP,; introduction of Auctions);

the rules governing the duration and conditions 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 Operatar
(GSE);

« the rules for obtaining and rmaintaining 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 palicy.

4. New Capital Expenditure Risk

This risk refers to the set of uncertain events originating from various factors, for example, scenario-related (micro/
macro-economic, political, regulatory, business}, technical, operational, financial or organisational, which may impact
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
lifetirme of a Project (in the event of a specific initiative), with resulting income statement or financial position losses,
or deterioration of the Group’s image.

To minimise 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 examination and approval carried out hased on, inter alia, internal
and external support studies, benchmark analyses, legal-regulatory analyses and financial assessment/planning
models. The Group minimises possible risks linked to new capital expenditure by assessing potential associated risks
for all relevant projects:

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

« follow-up iterms to monitor the mitigation processes.

The Group also periodically updates the WACC/HR, including through benchmarks, 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 Technoiogy Risks

This risk is identified as the inadequacy of the set of technical and organisational measures aimed at assuring the

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

acquire, store, process ahd communicate said information. in particular, the following main risks in the area of (CT
are identified:

- risk of uncontrolled access to networks, systems and data processing centres: this refers to the possibility of
unauthorised personnel accessing systems, information or premises containing the processors and compromising
their use, jeopardising the integrity and security of the systems and of the information contained within them;

- risk of vuinerability of the IT systems: this risk is related to the possibility that the architecture/framework of the ICT
systerns will be vulnerable to internal/external attacks or exposed to associated events due to defects in the design,
implementation, configuration and/or the management of the systems or due to a lack of awareness of ICT risks
on the part of company personnel;

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

corporate operations may be dramatically compromised by accidental events.

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

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

following main control objectives, in line with the ISO 270012013 standards and the Cobit 5 Model:

- constant protection of the confidentiality, integrity and availability of the information managed on the ICT systems;

- adogtion of specific behavioural models to be adapted when using the work stations and ICT tcals, aimed at
ensuring adequate security levels for the infarmation;

- cutsourcing of management of the main systermns to 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 well as verify and record them, based on the relevant
best practices;

- use of automatic tocls to identify and manage accidents and anomalies;

57
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« implementation of processes for the design, development, operation, maintenance, assistance and disposal of
ICT infrastructures, network services and applications to mitigate the vulnerahility of the ICT systems, in line with
reference best practices.

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

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

conseguent reduction in related iCT risks thanks to an approach based on fisk management

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

has set 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, caonsidering the significance of the activities carried out daily on the electricity exchange, specific

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

and maintenance procedures designed to protect their stability.

Risk mitigation strategies are implemented in accordance with company policies.

6. Image and Reputation Risk

An organisation’s reputation is the set of all expectations, perceptions and apinions formed over time by all stakeholders

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

its expected conduct. This risk relates to the potential effects of a negative perception of the Group's image and/or

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

inconsistency in actions carried out and the objectives announced and/or misatignment between performance and

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

the Group, its reliability and/or credibility.

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

- a structured process of Corporate Social Responsibility which includes, ameng others, social responsibility
mitiatives and publishing of the "Consclidated non-financial statement”;

+ centinuous monitoring of stakeholders’ perception of the ERG brand;

« specific relationships of active communication and information with the izading stakeholders and the media;

+ a Crisis Management process which, using a structured approach, promptly manzges and contains the effects of
crises to safeguard the Group's reputation.

Risk rmitigation strategies are implemented in accordance with company policies.

7. Anti-Corruption Compliance Risk

The ERG Power Generationt Group cperates in renewable energy sources in ltaly and abroad, and, in particutar in:
France, Germany, Rornania, Poland, Bulgaria and the United Kingdom. For this reason, the Group is vulnerable to anti-
corruption complhance risk in all countries where it carnes out 118 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 corruption, the Group has set up a system of rules and controls defined in relation to the natienal and

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

« a system of behavioural rules adopted by Group Companies (Code of Ethics, Model 231 and Anti-Corruption Policy)
is in piace, based on the respective characteristics, which all employees are required to respect in carrying out their
activities and which prohibit any form of corruption, active or passive, involving not only public officials but private
parties as well;

- responsibilities and specific spending powers (authorisation and signature) are defined and assigned based on the
principle of Segregation of Duty, in order to limit the possibility that a single person may complete an entire process
in full autonomy;

- specific employee training programmes have been defined and implemented, aimed at describing the regulatory
framework on anti-corruption (and the relative sanctions systermn), along with the behavioural rules adopted by the
Group (e q. Code of Ethics, Models 231 and Anti-corruption Pelicy);

+ aprocessis in place, under the surveiltance of the Supervisory Bodies pursuant to Legislative Decree 231/01, for the
management of reporting of behaviour contrary to the principles established by the Code of Ethies and Models 237;
this process, with reference to possible violations of the Anti-Corruption Policy, is governed by “231 Compliance”;

- a "Significant Third Party” verification process is defined, through which the corruption nisk 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 te compliance with the principles set cut in
the Code of Ethics, Model 231 and the Anti-corruption Policy.

The risk management strategies are implemented in accordance with company policies

8. Business Interruption Risk

This idertifies the risk connected to the ocourrence of natural, accidental or catastrophic events {i.e. earthquakes,

floods, seaquakes, fires, etc), in the course of the perfermance of business activities, with negative consequences for

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

critical conditions or to undermine the Group's stability and balance in a significant and lasting manner.

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

productian units, to reduce the probability of such risks, as well as strategies to mitigate any impacts thereof In

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

- plant rmanagement policies aimed at pursuing high levels of safety and operating excellence, in line 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 to identify and prevent
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potentially critical factors, even on the basis of specific engineering analyses conducted by specialised personnei,
- periodic audits of the plants and use of control and remate control instruments in order to monitor technical
parameters and promptly detect any potential anomalies; moreover, where possible, the use of redundancies in
companents in order to guarantee the continuity of production processes,
+ ongoing specialised training courses for technical personnet warking on the plants.
In addition, the gracdual adoption of ICT sclutions to detect technical problems and calculate effective yield is
envisaged, aimed at allowing a predictive appreach for the planning and execution of maintenance in order to fimit
downtime due to accidental failures.
As regards production processes, particular attention is paid to prevention and control of the related risks, through the
implementation of risk assessments, business impact analyses and a business continuity management activity, with
the aim of ensuring the operationa! continuity of industrial preduction plants.
Specific infrastructurat activities aimed at improving the response of dams to seismic events continue at the Terni
Hydroelectric Cornplex. These activities are being carried out under the supervision of the Ministry of Infrastructure
and Transport - Dam Directorate-General and 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 Generation Group uses the insurance market to transfer its own industrial risk and risk in relation to third
parties, and to cover residual risk, thereby providing a high level of protection for its facilities, even in the event of an
interruption of activity. The contractual conditions which characterise these insurance policies are revised periodically.

Risk ritigation strategies are implemented in accordance with company policies.

9. Health, Safety and Environment (HSE) Risk

HSE Risk is mainly linked to the operation of industrial assets that have animpact on the health and safety of workers
and on environmental matters.

Health risks are thaose with potential impact or and impairment of the biological equilibrium of personnel tasked with
performing operations or work processes, as a result of emission into the environment of environmental risk factors,
af a chemical, physical and biological nature

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

Environmental risks are connected with the possibility that, due to the Group's business activities, an event may occur
which triggers an alteration in the physical-chemical parameters of the water, air and soil envirenmental matrices, with
negative impacts on the natural hahitat and/or individuals’ health, to the extent requiring the adoption of extraordinary
emergency measures with negative conseguences for the Company, in terms of the income statement, statement of
financial position and/or reputation

The ERG Power Generation Group, strongly comemnitted to reducing these risks, has adepted specific guidelines on
matters of health, safety and the environment that, in accordance with the relevant best practices, envisage that all

Campanies of the Group: (i) comply with all laws and regulations in effect; {ii) pursue specific performance targets; (i)



REPORT ON OPERATIONS g T T T

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 quality
and reliability in order 1o assure regulatory compliance, continuous improvermnent 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.a.s. 18001 and ISO 14001 certified Management systern, and EMAS certification is obtained
on all the main plants. The Companies that do not manage industrial assets have an OHS.a.s. 18007 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.

Moreaver, the Group pursues the goal of zero injuries, through the structured monitoring of health and safety issues
and the development of numerous programmes for prevention and for the dissemination of a "safety culture”, aimed
at bothinternal persennel and suppliers that operate at the plants. Care for people is also expressed through initiatives
directed at personal developrment, performance assessment at all levels and sharing best practices.

The adoption of the best available technology, the application of increasingly rigorous and exacting work practices
in terms of prevention and recuction of pollution, and the correct management of the waste produced allow the
industrial activity and related Health, Safety and Environment issues to be managed efficiently.

The ERG Group publishes its "Consolidated non-financial staterment” annually, providing salient 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 political, legislative, economic and/cr social framewaork of a country that

may have negative impacls on operations, income statement results and/or the financial equilibrium.

Examples of country risk include: (i} lack 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 other private parties; (i)

penalising application of laws or unilateral changes to contracts that result in the reducticn in value of the assets; (jii)

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 palitical/social instability that makes
the countries unsuitable to the risk profile the Group intends to assume;

+ mitigation of risk in countries where there 1s considerable interest in making new investments, requiring a suitable
return in relation to the expected risk profile. This assessment is carried out by analysing the main indicators of the
country in question (e.g. macroeconomic and financial indicators).

The mitrgation of risk in these countries also involves the creation, development and maintenance of relations with

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

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

11. Risk of Disputes

This risk refers fo the eventuality that the Company ERG Power Generation S.p.A., its subsidiaries or the Group's

employees may be involved in civil and/or administrative and/or tax-related proceedings and/or in legal actions

deriving from potential violations of law or regulations, from contractual or extra-contractual liabilities or from other
disputes (e.g. labour-related litigation). The occurrence of such eventualities could cause damage, 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 is

detrimentai to its interests and issued by institutions or administrative bodies 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, administrative, etc ),

- effective management of the pre-iitigation phase by the competent Organisational Units with the suppart of the
specialists of the legal and tax areas;

« management of disputes with the supporl of external law firms of high standing, with expertise in the subject
matlers of the litigation;

- canstant monitoring of the evolution of pending litigation and assessment of the likelihood of losing; if the risk of
losing in a specific proceeding is assessed as likely, an estimate of the economic impact is produced that takes into
consideration ali possible consequences and a specific provision is allocated in the financial statements;

- preparation and transmission of periodic internal updates with regard to the litigation, including through the 231
flows to the Supervisory Bodies,

In cases of extracrdinary transactions (j.e. acquisition of Companies, establishment of JVs), to mitigate the risk of

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

and, if it is deemed appropriate, the counterparty is required to provide specific guarantees set out in the agreements
governing the transaction.

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

mitigates risk through:

+ regular and correct management, coordinated at the Group level, either directly or through the trade asscciations,
of relations with Institutional Stakeholders at the local, national and internaticnal level;

+ participation in the phases of preparation of the acts or measures (including consultation procedures);

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

The risk management strategies are carried out In accordance with company policy,
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For additional details with regard to litigation and to the contingent liabilities of the Group, 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 occurrence 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 to 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 mitigation strategy which involves:

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

- monitoring 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;

- continuous moenitoring of all commitments {not necessarily financial) envisaged by the agreements, whose breach
may result in the potential default of the loan.

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

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

the Consclidated Financial Statements.

13. Liquidity Risk

The risk resulting from the Jack of financial resources to meet both short-term and medium/long-term commercial

and financial commitments is called liquidity risk. This type of risk considers the possibility that the enterprise 1s not

able to fulfil its obligations (funcing liquidity risk), or that it is able to de so only at unfavourable economic conditions

because of situations of tension or of the market's changed perception of the risk of the Group {or of one of its

Companies).

ERG implements 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 compaesition, continuous

monitering of the financial balances, and the systematic generation of cash by its own business activities. The

Group’s objective is to maintain the profile of the risk in question at extremely low levels through the implementation

of a financial planning process with the following chjectives:

- enabling the Group to be solvent both under normal conditions of conducting business and under crisis conditions,
cptimising the relative opportunity cost;

- assuring the avaiiability of an adeguate level of cperating flexioility, opttmising the cost of funding in relation to

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

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

- guaranteeing adequate distribution of credit fines, deposits of cash and cash equivaients and related financial
assets among the main Italian and international banks.

in order to ensure the efficient managernent of tiquidity, 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
Thisis the risk of unexpected change in the creditworthiness of a counlerparty innelation to which there is an cxposure
significant enough to trigger potential negative consequences for the income statement and statement of financia!
position. The objective of the Group is to maintain the profile of the risk in guestion at extremely low levels through the
preliminary assessment of the creditwarthiness of the counterparties and the adoption, when deemed necessary, of
risk mitigation instruments, such as the acquisition 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 tools in order to ensure that the risk
profile is in line with the Group’s requirements;
- an overall Group portfolio strategy that benefits from offsetting ameng the various risk profiles associated with the
individual customers and, in particular, among the riskiest and safest positions in terms of Probability of Default;
- astructured process of active credit management, in which specific Organisational Units and a Credit Committee:
- assess the creditworthiness of each individual commercial counterparty in terms of Rating, Credit Limit and
Probability of Default and assign specific levels of credit in terms of maximum exposure (facility);
- analyse the risk profile of the portfolio and the levels of exposure to counterparties in terms of credit limit granted
and sales;
- conduct ageing analyses and constant monitaring of the overall expesure and of the exposure by counterparty,
evaluating the definition and implementation of specific corrective measures.

Maoreover, the Group has defined the types of guarantees that may be accepted in the case of a facility granted to
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counterparties with an unsatisfactory economic/financial rating and the financial institutes (banks and insurance
companies) qualified 1o issue such guarantees.

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

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

Notes to the Consolidated 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 enterprise’s assets and reputation. This risk is defined as the

risk that an unexpected change in 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 objective is to find a proper balance between the return of financial investments and the minimisation of

the related counterparty risk through:

- reliance on counterparties with Investment Grade Public Rating or, in the absence therecf, on a specific authorisation
by the CEQ with the input of the Risk Committee;

« risk diversification strategies (e.g., by depositing 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 monitoring of the Counterparties’ standing and an escalation process in case of negative events and/

or deterioration of the risk profile.

At the Group level, a structured process is applied, comprising:

+ the autoncmy of the Finance area in depositing liquidity up to 12 menths with banks with Investrment Grade Rating;

+ an authorisation process (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 implemented in accordance with company policies.

16. Risk of losing key professionals

This is defined as the risk that the global rewarding systerns in the Group {consisting of fixed and variable components,
as well as benefits) may be inconsistent with people’s motivation or with market benchmarks, with a resulting
economic impact for the Group caused by the loss of key and/or strategic professicnais.

The Group mitigates this risk by developing remuneration strategies and policies based on weighing and matching
positions, aligned with market benchmarks, in order to ensure effectiveness of the monetary and non-menetary
rewarding components.

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

Risk mitigation strategies are implemented in accordance with company palicies.

17 Interest rate risk

Interest rate risk is the risk that an unexpected change in interest rates may lead 1o a change in the value of financiai

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 capital adequacy.

Specifically, the ERG Power Generation Group implements an interest-rate risk 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 ta risk and of compliance with the constraints imposed by the Risk
Committee;

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

asset;

pursuing the following objectives:

+ toidentify the optimum comhbination between fixed rate and variable rate;

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

+ to reduce the possible economic impacts related to the volatility of rates on the financial market.

Risk mitigation sirategies are implemented in accordance with company policies

18. Exchange rate risk

Exchange rate risk is the risk 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 to the time at
which the price conditians were defined (economic risk},

+ income, as a result of the conversion of trade or financial receivables/payables denorninated in a foreign currency
(transaction risk);

- the consolidated financial statements (income and shareholders’ equity) due to the effect of the conversion of the
assets and liabilities of companies that draw up their financial staternents in another currency {translation risk}

The ERG Power Generation Group uses a strategy to mitigate exposure to exchange risk, reducing the possible

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

« definition of risk exposure limits and of an associated escalation process in the event that limits are exceeded, with
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the identification of the persons responsibe for defining/authorising the actions for returning within the limits;

definition of processes and responsibilities for monitaring 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, minimising net exposure and providing
medium-long term financing of capital expenditure in local currency, whose profitability and cash flows are mainly
expressed in currencies 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 limits of iquwidity
needed to suppart their operation, in compliance with the Project Finance contractual restrictions and in line with
the maturities of any hedging derivatives approved.

The use of hedging derivative instruments is authorised exclusively if there is an underlying asset, and is subject o the

approval of the Risk Committee as well as periodic monitaring.

Risk mitigation strategies are implemented in accordance with company policies.

19. Risks related to the loss of key suppliers

This risk refers to the possibility that the Group may incur losses or increased costs, damage to image of interruption

to business continuity, at least in the short term, as a result of the loss of a particular supplier (e.g. termination of

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

over-concentration of orders with a single specific supplier.

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

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

following principles:

+ the development of a rigorous internal process for the gualification (financial, technical and HSE) and selection of
suppliers according to formally defined parameters and criteria, through recourse to tenders with identification of
a minimurm number of suppliers 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 both in the general conditions and in the
specific agreements;

« specific activities for the structured monitering of the pool of suppliers and the control of the purchasing processes,
aimed at ensuring compliance with the guality parameters and cencentration of orders as defined in Group

procedures

20. Industrial Relations Risk
This risk I1s the possible negative impact deriving from an inappropriate management of individual and coilective

relaticns with employees, which generates potential internal and/or external conflicts and compromises the
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attainment of business objectives

Relatians with employees, deriving from the employment agreement, are assured, both individually and collactively,
through compliance with labour laws and regulations and with international standards pertaining to human rights,
diversity and equal opportunity and the establishrment of an industrial culture centred on:

- continucus relations with the Organisations representing Workers at national and local level;

+ employees’ participation in business objectives;

- second level negotiation activities.

Risk mitigation strategies are implemented in accordance with company policies.

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

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

The results of these Brexit negotiations, and their consequences on EU econormies and UK and EU relaticns, are still
uncertain,

There are therefore still significant elements of uncertainty and polential repercussions cn the financial 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, albeit a limited impact given (i) the limited presence of the Group in Great Britain with respect toits international
production portfolio, and {ii) a development plan that foresees most ol ils investinents toward the end of the five yoar
plan when the political scenario should be defined.

The ERG Power Generation Group specifically manages thusrisk through amulti-level strategy that involvestheinitiation,
development and maintenance of relations with local and EU institutions aimed at understanding developmentsin the
renegotiation of internationa! treaties between Europe ang Great Britain and its possible impacts on business for both
current and future investments. Furthermore, for new investments, 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.
macroeconamic and financial indicators), which are periodically updated to take into consideration any changes that
may have an impact on the correct representation of country risk.

The risk management strategies are implemented in accordance with company policies.
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HEALTH, SAFETY AND THE ENVIRONMENT

Introduction

Protection of the health and safety of persons and protection of the environment have always characterised the way
in which the ERG Group dees husiness: the prevention and management of the connected risks are therefore centrai
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 Sustainabiity
Policy which, with respect to all stakeholders, expresses the values, commitments and objectives pertaining to
sustainability 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 the ERG Group, sustainable growth means integrating the economic and business growth objectives with
the creation of value for the Environment and Society, to increase the value generated and also transform it into

competitive advantage.

Health and Safety

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

The ERG Group continued to pursue the cbjective 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 managerial thermes and with
regard to workplace health and safety, at alf crganisational levels, invelving 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 in previous years, the ERG Group, which has always been keen on promoting its employees’
health and safety, also offered its personnel the opportunity to undergo a series of medical tests aimed at preventing
the mest common neoplasms for the subjects most exposed torisk accerding te internationat protocols, and provided
the flu vaccine to all its employees.

In addition, the Health, Safety and Environment Specification, applicable to all companies of the ERG Group, was also
updated. This document cedifies 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.
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As mentioned previously, the safety cuiture based on prevention is of fundamental importance for the ERG Group,
because it helps to protect people and the environment from harm. For this reason, once again in 2018 every accident
was carefully assessed, in accordance with Group procedure, in order to identify the necessary carrective actions, the
long-term goal being to avoid a repetition of such events,

However, in 2018, despite all the efforts made, four accidents invalving ERG Power Generation employees were
recorded, during 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, but all the areas of the plants concerned in order to extend the effects of the prevention activities as far as

possible.

Environment

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

developed a business model that enables it to generate energy with a very low environmental impact. In compliance

with this principle, the Group undertakes:

- to favour the development of renewable energy sources and the use of fuels with low carbon density;

+ to minimise the environmental impact ot its own activities, reducing energy consurnplion, atrmospheric emissions
and the praduction of waste, also through the improverment of quality and plant efficiency;

+ to consider the protection of biodiversity, of natural habitats and of ecosystems as a significant component of
sustainable development in the realisation of its projects;

« 1o promote the conscious, responsible use of all natural resources available to the Group;

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

standards, with a view to the continuous improvernent 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 continuous improvement, in line with international standards. Specifically:

+ ERG S.p.A has renewed the certificaticn for the safety management system, based on the BS-0HS a.5. 18001
standard, for a further three years;

- ERG Power Generation S.p.A. has defined its Integrated Management System (IMS} as the aggregate of
"organisationa! structure, procedures, processes ang resources necessary to implement Envirenment and Safety
Management”, applicable 1o al! Group technologies {Wind & Solar, Hydro and Therme).

The Integrated Management System has the following cbjectives:

- to identify and describe, in detar, the productive processes that were managed while highlighting the various



REPORT ON OPERATIONS . S s T AN s e e

processes, interfaces, relative inputs/outputs and contral elements;

- to measure and monitor the processes in order to attain the planned results, in accordance with the principles of
efficacy, efficiency and constant improvement;

+ to manage processes In agreement with the requirements of regulations;

- to adopt reference procedures and guidelines applicable to all units.

Over the course of 2018, the ERG Power Generation Integrated Management Systems adopted by the Thermo,
Hydro and Wind & Solar units, appropriate to the consolidated crganisational structure, were verified and unified
under a single reference accreditation body (RINA), confirming all existing certifications for integrated Management
Systems. In addition, migration of the 1SQ 14001 {Environment) systems 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
ISO 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 accardance with the provisions of the systems themselves, internal audits were planned and carried out in order
to verify compliance with the rules, using mixed audit teams and resources from organisational units outside of the
audited unit. This made it possible to consolidate internal comparison and the exchange of skills gained, a process
begun in the previcus year.

Another important objective, achieved by ERG Power Sr.l. and ERG Hydro S.rl. in the course of 2018, is the annual
verification of compliance with EMAS, within the meaning of Regulation EC 1221/2009 and 2017/1505/EU.

The EMAS (Eco-Management and Audit Scheme), together with the adoption of an Environmental Management
System consistent with the 1SO 14001 international standard, makes it possible 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 employees and Third Parties that operate at the operating sites.

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

Voluntary participation in an EL) system of eco-management is an additional confirmation of the importance of the
issue of environmental sustainability for our Group, to increase the effectiveness of one of the objectives of corporate

social responsibility (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 shown in
this section excluding special items.

As already indicated in the Introduction, the restated comparative data are shown 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 the financial statements and the reconciliation of the amounts
invoived, as well as for the restaterent of the restated comparative figures, reference is made to that indicated in the

section Alternative Performance Indicators below.

(EUR millisn) FY 2018 FY 2017
Revenue 1,026.7 1,046.4
Other income 19.2 89
Total revenue 1,046.0 1,055.3
Purchases (3277) {355.0)
Change in inventories 07 ne)
Services and other operating costs {176.1) (174.8)
Personnel expense (39.3) (36.6)
EBITDA 503.6 488.3
Amortisation, depreciation and tmpairment of non-current assets (269.9) (247.3)
EBIT 233.6 2409
Net financial income (63.8) {51.1)
Net gains {losses) on etuity investments 0.4) 1.0
Profit before taxes 169.4 178.9
Income taxes 145.0) (41.9)
Profit (loss) before non-controlling interests 124.4 137.0
Non-centroliing interests (0.1} -
Profit attributable o the owners of the parent 124.3 137.0
1 - Revenue

Revenue from sales consists mainly of:

» sales of electricity produced by wind farms, thermoelectric installations and hydroelectric plants, and, from January
2018, by solar installations. The electricity is sold on whelesale channels toindustrial operators of the Priolo Site and
to customers via hilateral 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 to the main operators of the sector on the "over the counter” (OTC)
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platform. Lastly, mention goes to sales of other utilities and steam supplied to industrial operators at the Priolo site.

- incentives related 1o the output of wind farms in operaticn, hydroelectric plants and solar installations.

Revenue in 2018 was EUR 1,027 million, down slightly compared with EUR 1,046 million in 2017. The change is a resuit

of the following factors:

+ the decrease (EUR -5& million) of the Wind sector linked mainly to lower incentives in Italy and Romania, lower
output in Italy partially offset by increased output in France following the change in consolidation scope, and a
higher sale price of electricity in italy, France, Germany and Poland {overall equal to EUR 389 million compared with
EUR 445 million);

- the new contribution of the Solar sector, consolidated from January 2018 (EUR 38 million};

= the -2t o0 weot up substantially on the correspanding 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 Thermaoelectric sector linked to the loss of a major bilateral agreement and to

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

2 - Other income
This mainly includes insurance reimbursements, compensation and expense repayments, smaller chargebacks to
third parties and grants related to income. The increase in other income compared to 2017 is mainly due to 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 CO,, utilities and steam intended to fuel the ERG
Power Srl. CCGT plant and costs for electric power intended for resale on the market within the sphere of the Energy
Management activities,

In 2018, these amounted to FUR 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 CO, purchases.

The change in inveniories, linked to spare part inventories, was not significant.

4 - Services and other operating costs

Costs for services include maintenance costs, commercial expenses {including energy transport costs), costs for
utllities, costs for hydroelectric concessions, for agreements with local autherities, for consulting services, insurance
costs, and costs for services rendered by third parties.

The cther operating costs mainly relate to rent, provisions for risks and charges and to taxes other than income taxes.

This item 1s essentially in line with the prior year.
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5 - Amortisation, depreciation and impairment losses

Arortisation and depreciation refer to wind farms, hydroelectric sector plants and the CCGT plant, and in 2018 also
to solar installations.

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

installations (24 million) and to the change in scope of the wind plants acquired in France in 2018 {2 million).

& - 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/long-term debt as a result of the change in the cansolidation scope.

The item also includes the effects of the derivatives 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
itermns of EUR 4 million in 2018 relating to the net financial income recognised, on the basis of IFRS 9, in reference
te refinancing operations completed during the period {6 million}, net of the reversal effect related to refinancing

operations performed in previous years and in the current year (-2 million).

7 - Net gains (losses) on equity investments

in 2018, the Group sold its equity investment in Brockaghboy Windfarm Ltd, generating a capital gain of EUR 27
million, net of the related tax effects and other ancillary components. The gain and the other protit or loss components
associated with the sale of the equity investment are considered special items and therefore are not reflected in the
aforementioned line “Net gains (losses) on equity investments” of the adjusted income statement.

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

at cost.

8 - Income taxes

income taxes in 2018 were EUR 45 million {(EUR 42 million in 2017). The adjusted tax rate, obtained frcm the ratio
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 to the

reduction of Corporate Income Tax in France (28% in 2017 compared to the 33% rate applied in 2016).
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STATEMENT OF FINANCIAL POSITION

The reclassified statement of financial position contains the assets and liabilities of the Financial Statements used in

drawing up the annual financial report, highlighting the uses of resources in non-current assets and in working capital

and the related funding sources.

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

reference is made 1o the "Alternative Performance Indicators” section below.

(EUR million) 31/12/2018 3/12/2017
intangible assets 8965 7307
Property, ptant and eguipment 22770 224186
Equity investments and other financial assets 537 589
Non-current assets 3,227 3,032.3
Inventories 216 206
Trade receivables 2512 258.0
Trade payables (839) (1.7
Excise duties payable 1o tax authorities {1.1) (06)
Net working capital 1878 206.4
Post-employment benefits 47 (5.2)
Other assets 2745 2373
Other ligbilities (468.4) (421.5)
Net invested capital 32163 3,049.4
Equity attributable to the owners of the parent 20698 19511
Nan-controling interests 00 0.0
Medium/long-term net financial indebtedness 12023 11719
Short-term net financial indettedness (55.9) 737
Equity and financial debyt 32163 3,049.4

Net invested capital amounted to EUR 3,216 million at 31 Decernber 2018, up compared to 31 December 2017 (EUR

3,049 million). Financial leverage, expressed as the ratio of total net liabilities (including Praject Financing) to equity,

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

1 - Non-current assets

Intangible  Property, plant Financial Total
{MilionI di Euro) assets and equipment assels
Non-current assets at 31/12/2017 730.7 22416 59.9 30323
Capitai expenditure 62 509 0.0 571
Change in the censolidation scope 2057 2043 52) 404.8
Divestrments and cther changes 57 (18) aQ 29
Depreciation and amortisation {51 9) (218.0) 00 (269.9)
Non-current assets at 31/12/2013 B96.5 22770 53.7 3,227.1

75



76

€ERG Power Generation ™ ot kbt 0 4

Non-current assets at 31 December amounted to EUR 3,227 million, up compared to 31 December 2017 (EUR 3,032
million), following acquisition of the solar plants, of the wind farms in France and of capital expenditure for the year,

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

2 - Net working capital

This includes spare parts, amounts due for incentives, amounts due for the sale of electricity, 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 seasonal dynamics of collections relating 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 - Other liabilities
These mainly concern the deferred tax liabilities calculated on the differences between carrying amounts and the
related tax basis (mainly concessions and non-current assets), the estimate of income taxes due for the peried, and

the provisions for risks and charges.

5 - Net financial indehtedness

DEBY SUMMARY - ERG POWER GENERATION GROUP

(EUR million) 31/12/2018 31/12/2017
Medium/long-term financial indebtedness 1,2023 11719
Short-term cash and cash equivalents (55.9) (73
Total 1,146.5 1,098.3

The following table illustrates the medium/long-term financial indebtedness of the ERG Group:

MEDIUM/LONG - TERM INDEBTEDNESS
(EUR miftion) 3t1/12/2018 31/12/2017
Medium/long-term bank borrowings - -

Current portion of loans and borrowings - -

Non-current loans and borrowings 1710 2011
Total 171.0 2011
Total Project Financing 11776 147
Current portion of Project Financing (146) (144)
Non-current Project Financing 1.03 971

Mediumy/long-term indebtedness 1,202.3 1,172
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“Non-gurrent loans and borrowings®, amounting to EUR 171 mitlion, refer mainly to:

» net liabilities deriving from the fair value measurement of the derivatives to hedge interest rates of EUR 82 million
(EUR 102 million at 31 December 2017);

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

- 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 farmin Scotland, and of the purchase price of EPURCON

Group (EUR 5 million).

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

+ EUR 48 million in loans issued to ERG Power S.1.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 1ISAB
Energy Solare;

+ EUR 965 million in loans issued for the construction of wind farms, of which EUR 460 million relating tc the wind
farms of ERG Wind, net of the positive fair value relative to the notional, i.e. approximately EUR 48 million. With
regard to the ERG Wind acquisition, in accordance with IFRS 3 the financial liability relating to Project Financing
was measured at fair value upon purchase price allocation. Said fair value was lower than the nominal amount, in
consideration of the more advantageous contractual conditions than those propased by the market at the time of
the acquisition The difference between the positive fair value of the liability and its nominal amount is consequently

managed through the amortised cost method throughout the duration of the loan.

IFRS 9 15 applied 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 life of the liability by modifying the effective interest rate of the liability at that
date: this involves accounting for a profit or an immediate loss at the date of medification of the liability, as an offset
to the reduction of the corresponding debt The application of the standard has resulted in the reduction of liabilities
for lcans 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

transactions performed in previous years, the reduction in totat 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 INDEBTEDNESS (AND CASH AND CASH EQUIVALENTS)
31/12/2018 31/12/2017

{EUR million)

Current bank barrowings a1 01
Current portion of loans and borrowings = -
Other current loans and barrowings 11.2 17
Current financial liabilities 113 1.8
Cash and cash equivalents (47.9) (16.6)
Securities and other current loan assets (37.7) (66.9)
Current financial assets (85.6) (83.5)
Current Project Financing 146.2 1438
Cash and cash eguivalents (127.7) (1357)
Project Financing 18.4 8.1
Shart-term indebtedness (and cash and cash equivalents) (55.9) (73.7)

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

Liability Management

A number of Liability Managerment transactions were completed in 2018, which help to improve the financial terms
and duraticn 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 settlement of the lease agreements relating to their assets, replacing them with a corporate loan for
approximately EUR 70 million, significantly improving the overall financial terms. Alsc in June, ERG Eolica Adriatica
S.rl refinanced the project financing agreement with a syndicate of Italian and internaticnal banks for approximately
EUR 98 million, and in July, ERG S p A refinanced a corporate loan achieving, in both cases, better financial terms and
duration conditions cornpared to the previous loan

The two transactions form part of the broader Liability Management programme implemented during the year, which
saw the averall renegotiation of around EUR 500 million of debt, with a decrease in the annual 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 Group’s financing by around 1 year.
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ALTERNATIVE PERFORMANCE INDICATORS

Definitions

Some of the APls 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 communication 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 items: these results are indicated with the term "Adjusted results”

Since the compaositicn 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

cperators and s¢ these might not be fully comparable.

Definiticns of the APIs used by the Group and a reconciliation with the items of the financial statements tempiates

adopted are as follows:

- Adjusted revenue is revenue, as indicated in the Financial Statements, with the exclusion of significant special
income cemponents (special items);

- EBITDA is an indicator of operating performance calculated by adding "Amortisation, depreciation and impairment”
to the net operating profit. EBITDA is explicitly indicated as a subtotal in the financial statements;

- Adjusted EBITDA is the gross operating margin, as defined above, with the exclusion of significant special income
components (special items);

- Adjusted EBIT is the net operating profit, explicitly indicated as a subtotal in the Financial Statements, with the
exclusion of significant special income components (special items);

- EBITDA margin is an indicator of the cperating performance calculated by comparing the adjusted EBITDA to the
Revenue from sales and services of each individual business segment.

« the Adjusted tax rate is caiculated by comparing the adjusted values of taxes and profit before tax;

+ Adjusted profit attributable to the owners of the parent is the profit attributable fo the owners of the parent, with
the exclusion of significant special profit or loss components (special iterns), net of the related tax effects;

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

assets within the scope of M&A transactions;
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Net working capital is the sum of Inventories, Trade Receivables and Trade Payables;

Net invested capital is the algebraic sum of Non-current Assets, Net Warking Capital, Liabilities 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 to 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 income itemms. 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 normai 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-downs recorded on assets following impairment tests;

income and the associated reversals recognised in application of IFRS 9, in relation to the restructuring of loans

in piace.
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Reconciliation with adjusted operating results

EBITDA Notes 12 months

_ 2018 2017
EBITDA from continuing operations 496.8 485.5
Contribution from discontinued operations (Brockaghboy) 1 33 23
EBITDA 500.1 4879
Exclusion of Special items
Thermaelectric - Hydroeleciric

- Reversal of ancillary charges on extraordinary operations (Spectal Projects) 2 08 03

- Reversai of ERG 80 charges 3 1.4 6.0
Wind

- Reversal of ancillary charges on extraordinary operations (Special Projects) 09 01

- Reversal of ERG 80 charges 03 00
Adjusted EBITDA 303.6 488.3
AMORTISATION, DEPRECLATION AND IMPAIRMENT LOSSES 12 months

2me 2017
Depreciation of continuing aperations (269.2) (246.1)
Contribution from discontinued operations (Brockaghboy) (6.7} (1.3}
Amortisation, depreciation and impairment losses (269.9) (247.3)
Exclusion of Special ittems:

- Speciaf tems 6.0 0a
Adjusted depreciation and amortisation {269.9) (247.3)
PROFIT ATTRIBUTABLE TO THE OWNERS OF THE PARENT 12 months

2018 2017
Profit attributable to the owners of the parent 150.8 136.6
Exclusion of Special items
Exclusion of gain on disposal of the UK equity investment 4 (26.2) 0.0
Exclusion of ERG 89 Charges 12 0.0
Exclusion of ancillary charges on extraordinary operations 15 0.4
Exclusion of impact of gain on refinancing IFRS 9 5 (31) 0.0
Adjusted Profit attributable to the owners of the parent 124.3 137.0
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The results of Brockaghboy, 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 to 7
March 2018 by the assets sofd are shown and commented on in ordinary operations, in line with the approach
already adopted in the Directors’ Report in the 2017 Annual Report and with the Interim Financial Report at 30
June 2018.

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

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

The aforementioned sale of Brockaghboy resulted in the recognition of a capital gain of EUR 26 milfion, net of the
related tax effects and other ancillary components, which for the purposes of this Report is considered a special
item.

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 considered 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 af
the liability and not recognising them all in one immediate entry at the time of the amendment. The adjustment
commented herein relates primarily to 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.
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ERG POWER GENERATION S.P.A.
FINANCIAL STATEMENTS

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

accounting standards.

INCOME STATEMENT

(EUR thouzand) 2018 2017
Revenue 675,757 721,932
Change in inventories 2,526 -
Other incorme 8,580 8,207
TOTAL REVENUE 686,863 730,139
Purchases (518.064) (507,735)
Change in inventories 923 2,529
Services and other gperating casts (183,600} (206,219)
Pergonnel expense (29.547) (27.830)
EBITDA (43,424) (9,216)
Amortisation, depreciation and impairment of non-current assets {1,763) {1,769)
EBIT {45,187) (10,985)
Net financial iIncome G§3,821 82,715
Net gains (losses) on equity investments (1.574) (200)
OPERATING RESULTS 47,059 71,530
Income taxes 13,628 6654
PROFIT FOR THE YEAR 60,687 78,484

Revenue from sales and services

Revenue from sales and services, amounting to EUR 675.8 million, mainly cormnprises revenue of EUR 605,856 thousand
from the sale of electricity, steam, gas and other utilities, essentially to GME, IREN Mercato, ISAB Sl and other
customers In the Priclo industrial district. Revenue from sales includes, in addition to the sale of electricity generated by
the CCGT plant owned by ERG Power S.rl., that of the [talian wind farms and of ERG Hydro Sirl,

Revenue from sales is stated net of the negative adjustments of hedging transactions carried cut during the year.
Revenue from services, equal to EUR 69.9 million, also includes services rendered to subsidiaries for Operation &
Maintenance and BoP i.e, management and maintenance of the wind aerogenerators and substations, for approximately

EUR 337 million
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Revenue from setvices also include operation and maintenance management services under the Operation &
Maintenance service agreement, provided during the period to ERG Power S.rl, Priolo Servizi Scp A. and ISAB Srl.
The subject item also includes revenue for technical services and central staff services provided to the subsidiaries. The

item also includes Energy Management services rendered, predomirantly to third parties and to Terna.

Change in inventories of contract work in progress
This item 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

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

Other revenue and income

This item 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 the financial staterments of ERG S.p.A,, and
transferred on 1 July 2014 to ERG Power Generation S.p.A., amounting to EUR 1,163 thousand.

The itern also includes revenue from Jac S A. for the sale of the unused transmission capacity and revenue from the
parent company for miscellaneous re-debiting.

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

relating to prior years.

Purchases

Costs for purchases mainly include costs for the purchase of electricity, primarily 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
Srl

Purchases are stated net of the positive adjustments of hedging transactions carried aut during the year.

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

maintenance on the wind aerogenerators on behalf of the subsidiaries.

Services and other operating costs

This itern mainly includes the costs for services relating to the tolling fee paid to the parent company ERG Power Sirl.
as part of the tolling contract

The item alsc 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 owned by subsidiaries.

Lastly, the item inclydes staff services rendered by the company ERG S.p.A.
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Personnel costs

This item amounts to EUR 29.5 million and reflects the cast of company personnel.

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

and EUR 0 5 mullion for property, plant and equipment.

Net financial income

The item mainly inctudes 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 fram subsidiaries (EUR 11.7 million).

This itern also includes financial charges that accrued on the loan taken out with the parent company ERG S.p.A. for

approximately EUR 0.7 million and other minor charges.

Value adjustments to financial assets

This item mainiy 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 te the non-hedging financial derivatives.

The item also includes the write-down generated by potential charges arising from the settlement of a dispute with a

developer of the subsidiary company Troina in liguidation.

income taxes

Taxes on the net profit for the year amounted to EUR 13.6 million.
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STATEMENT OF FINANCIAL POSITION

(EUR thousand) 2018 2017
Non-current assels 2,106,109 1,860,905
Net working capital 27,800 43,899
Post-employment benefits (3.003) (3199)
Other assets 71,718 58215
Other liabilities (11 002} (14,844}
Net invested capital 2,191,622 1,944,976
Equity 1,867,026 1,843,675
MediumAeng-term net financial indetbtedness - -
Short-term net financiat indebtedness 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 31 December 2018.

Non-current assets

Non-current aseets primarily comprise financial assets, mainly consisting of the stakes in the fully-owned
subsidiaries ERG Power S.r.l. and ERG Hydro S.r.l. and the equity investments in the renewables companies. The
itern also includes non-current financial receivables from subsidiaries. Note that the 2077 comparative data on
non-current financial receivables includes the reclassification of EUR 97,554 thousand recorded in the prior 2017

financial statements under tinancial receivables from subsldiaries.

Net working capital

Net working capital consists of trade receivables and payables vis-a-vis Group companies and third parties,

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

poatential development of wind farms abroad.

Other liabilities
These rmainly comprise short-term tax payables, payables to Group companies and other payables. The item also

includes the other provisions for risks and liabilities.
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FINANCIAL INDEBTEDNESS

(EUR thousand) 31/12/2018 31/12/2017
Financial payabies to Group companies 352,210 252850
Financiai payables 1o third parties within 12 months 15517 20N
Current financial liabilities 367,727 254,921
Cash and cash equivalents (1.015) (3,210)
Financial recetvables from Group companies (3.979) {132,371}
Other current loan assets (38197) (18,038)
Current financial assets (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 Hydre S.rl., including the interest accrued, for a total of EUR 254 miillian, and the residual amount

mainly reflects the balance of zero balance cash pooling from other subsidiaries;

.

financial payables to third parties, which mainly refer to the payable for acquisition of the investrnent in Creag

Riabhach Wind Farm Ltd. and other minor items;

« financial receivables from Group companies, which incfude receivables for treasury, cash pooling zero balance and
cash advances in favour of subsidiaries;

- other short-term financiai receivables, which mainly comprise receivables fram the ECC - European Commodity

Clearing, regarding the margin depaosit and fair value of contracts stipulated (futures) for approximately EUR 34.7

million.
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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
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 fuily consolidated from this Report onwards.

Moreover, following the new acquisition of assets in the UK market, as from the third quarter of 2018, Evishagaran
Wind Farm Ltd and Sandy Knowe Wind Farm Ltd are also fully consolidated. These companies own two already
authorised development projects of 35 MW and 49 MW, respectively, in the United Kingdom and were previously

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

It should also be nated that the Group holds equity investments in the following non-operational subsidiaries:
+ Longburn WindFarm Ltd ;

+ ERG Development France S.a.s,

» ERG UK Holding Ltd.

« Parc Eolien de Saint-Loup sur Cher S.ar i,

« Parc Ecolien du Puits Gergil S.ar.l.;

+ Parc Eolien du Plateau de la Perche S arl,;

+ Parc Eolien des Boules Sar;

- Rigghill Wing Farm Limited {joint venture);

+ Creggan Wind Farm Limited as dormant company.

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

- Eolico Traina S.r.l. in liquidation.
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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 Htalian
and foreign companies - respecting the managerial and operational autonomy of these companies, which benefit from
the advantages, synergies and economies of scale deriving from inclusicn in the Group - represented, in particular, by
« definition of the business strategies and the corporate governance systems and corporate structure;

+ the determination of general common pelicies in the field of human resources, information & communication
technology, accounting, budget, taxation, procurement, finance, investment, risk management, legal and corperate
affairs, communication, institutional relations, corporate social responsibility and business development.

In particular, the following decisions were made within the scope of management and coordination activities on the part

of ERGSp.A.

+ Board of Directors meeting of 11 January 2018:

- point 1: New transaction in the renewable energy sector in Germany; inherent and consequent resolutions.

- Board of Directors meeting of 6 March 2018:

- point 8 Brockaghboy project; inherent and consequent resolutions.

+ Board of Directors meeting of 6 April 2018:

- point 1. New transaction in the renewable energy sector in France; inherent and consequent resofutions

+ Board of Directors meeting of 19 April 2018:

- point 1. New transaction in the renewable energy sector in France; inherent and consequent resolutions.

+ Board of Directors meeting of 11 May 2018:
- point 3. Quarterly forecast for the annual investments budget;
- point 4 Signing of the closing agreements for the transaction with Impax New Energy Holding Coocperatief WA
inherent and consaguent resolutions;

- point 5: Remureration of the Chairman and Chief Executive Officer

+ Board of Directors meeting of 13 June 2018;
- point 1: Refinancing transaction for subsidiary ERG Eolica Adriatica Srl; 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 in the renewable energy sector in France, inherent and conseguent resolutions.

+ Board of Directors meeting of 30 October 2018:
- point 1: Transaction in a new renewable energy sector in Poland; inherent and consequent resolutions;

- point 2: Establishment of new companies in France and the UK; inherent and consequent resclutions.

+ Board of Directors meeting of 12 Novernber 2018:
- point 3 Quarterly forecast for the annual investments budget,
- point 4: Capital increase in ERG Eolienne France Sa.s;

- point 5: Adoption of the new Code of Ethics.

+ Board of Directors meeting of 12 December 2018:
- point 1: New transaction in the renewable energy sector in Haly; inherent and consequent resolutions;
- point 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 implementation date of 25 May 2018.

The ERG Group has taken all the necessary measures tc ensure compliance with the new Regulation, which has

just entered into force, building first and foremost 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 (the content and final
examination 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 Assessment, internal policies, etc.) and Privacy by default (default data protection

to meet the requirements of the Regulation and to protect the rights of the persons concerned), not neglecting,
obviously, aiso the formal aspects such as updating docurnentation (both internal and external to the Group) within
the meaning of the Reguiation.

Based on the characteristics of the personal data processed and the risks connected 1o the handling thereof that

emerged during the aforesaid phases (Privacy by Design, Privacy by Default), the entire ERG Group needs to initiate 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 demoenstrate the will of

the Data Controller to create an appropriate corporate culture as regards the prctection of personal data.

Training is catried out over 2 medules:

- Basic Training Module, prepared for the entire ERG Group and mainly concerned with general data protection
aspects (applicable principles, changes with respect to the Privacy Code pursuant to Italian Legislative Decree
196/2003, roles and responsibilities, the sanctioning regime, codes of conduct, violaticns, data subjects and their
rights, consent and consent management, processing register, etc);

+ Customised classroom Training Module, aimed at certain people within the Group who handle personal 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 Definitions, Figures (Roles and Respensibilities), the main actions to be carried out and the
operational implications {information, Collection and management of consent, management violaticns, Processing
record, management of video surveillance, the processing of the perscnal data of Employees, Relations with Third
Party Suppliers, training, management of evidence, interactions with the DPO and/cr with the control bedies, etc.).

Both courses conclude with a test, to demoenstrate what has been learnt during training.

In 2019, a "Quality Assurance” check will be performed by an external company to verify that the Group has adjusted

to the standards defined by Regulaticn (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 Persec
S.r.h., owner of 100% of Andromeda PV Srl. which in turn
manages twa photovoltaic plants with a total installed
capacity of 57.4 MW,

It was aiso agreed that Soles Montalto GmbH will remain
mincrity shareholder, on the basis of shareholders’
agreements that will guarantee ERG fultindustrial controf of
the asset and fts line-by-line consolidation.

The transaction’s closing date was 12 February 2019.

15 January 2019 Wind Compietion of the commissioning phase for Parc Folien
France de la Vallée de Torfou (17.6 MW with an estimated average
annual output of 47 GWh), 2 wind farm forming part of
the 768 MW of assets under construction and being
developed by FPURON, acquired last year (see press
release of 6/4/2018), and Parc Eolien Vatlée de I'Aa (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, 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, results are expected
to increase thanks to the full contribution of the Melier (8 MW), Torfou (17.6 MW) and Vallée de 'Aa (13.2 MW) wind
farms in France, which entered into operation during 2078, and the planned entry into aperation 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 determined 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 of the Wind secter is thus expected to increase slightly compared 1o the previous year.

Solar

In 2019, ERG increased its presence in the Salar sector with the acquisition of ANDROMEDA (51 MW), further
strengthening its strategy of technelogical diversification. In addition, 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 optimise the Energy Management portfolio and capitalise on industrial expertise in the operational consolidation
cof assets.

EBITDA for the full year 2019 is expected to approximately double compared to 2018 (EUR 32 million).

Hydroelecini

For this asset, results are expected to be jower than those of 2018, which benefited from significantly higher volumes
compared to histarical 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 therefore exnected to decrease compared to the historic high values recorded in

2018.
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Thermoelectric

In 2019, ERG will continue to improve the operational efficiency of the CCGT plant, also following the planned
shut-down in November/December 2018. Despite a less favourable price scenario, as a result of improvements in
operational efficiency and the Energy Management activities in the spot and dispatching services markets, EBITDA

is expected to be in line with 2018,

EBITDA in 2019 is therefore expected to be within a range of between EUR 495 and 515 million, up compared to 2018
(EUR 491 million) despite a forecast of lower volumes in Hydro, a decreasing incentivised perimeter in the Italian Wind
Power sector and the lower incentive price on incentivised volumes as regards both Wind and Hydro. 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
wind farms and operating efficiency and energy management.

Capitat expenditure in 2019 investments is expected to be in a range of between EUR 340 and 370 million, down
compared to 2018, during which a number of investments previously expected in 2019 were brought forward.

ERG's cash generation wilt keep borrowing largely stabie in a range of between EUR 1.36 and 1.44 biltion (EUR 1.34
billion in 2018), partiaily offsetting the investments 1 the period as well as the ordinary distribution of dividends at EUR

0.75 per share and the payment of financial expenses.

Genoa, 5 March 2019

on behalf of the Board of Directors

The Chief Executive Officer

Pietro Titton!
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STATEMENT OF FINANCIAL POSITION "7

{EUR thousand) Notes 31/12/2018 3111272017

Intangible assets 1 748,231 597,822
Goodwill 2 148,266 125932
Property, plant and equipment 3 2,276,953 2,171,306
Equity investments 4 13,535 20,683

- carried at equity 12918 12,787
- olher equity investments 517 7896

Other non-current financial assets 5 40,152 39,233
Deferred tax assets & 115,521 116,625
Other non-current assets 7 40,589 45,402
Non-current assets 3,383,647 3,117,003
Inventories 3 21,622 20,596
Trade receivables 9 251,192 256,090
Other current assets i9 117,857 74357
Current financial assets 16 37,663 67.484
Cash and cash equivalents 16 175,654 151,022
Current assets 504,087 569,549
Asset held for sale 2 - 81,526
TOTAL ASSETS 3,987,734 3,768,077
Share capital 11 100,000 100,000
Other reserves 1675633 1628,758
Retained earnings 143,351 85,752
Profit for the year 150,847 136,592
Equity attributable to the owners of the parent 2,069,831 1,951,102
Non-contralling interests - -
Equity 2,069,831 1,951,102
Employee benefits 12 4,748 5157
Deferred tax liabilities 9 276,318 250,622
Prowisions for risks and charges - non current portion 13 54,521 46,704
Non-current financial liabilities 16 1,202,343 1,171,942
Other non-current liabilities 14 32,117 30,706
Non-current (fabifities 1,570,046 1,505,131
Provigions for risk and charges - current portion 13 38304 44,209
Trade payables ib] 43924 71,042
Current financial habilites 16 167,444 146,135
Other current liahilities 17 68,187 47,743
Current liabilities 347,856 309,689
Liabilities associated with assets heid for sale 21 ~ 2,156
TOTAL EQUITY AND LIABILITIES 3,987,734 3,763,077

{1) n the Statement of Financial Position at 31 Decemoer 2017, 1n accordance with IFRS 5, the assets and habilities pertaiming to the subsidiary Brockaghboy
Windfarm Ltd are posted under itern "Asset held for sate and habilities” of assets and liabilities as better deseribed under Mete 21 Discontinued operations

(2} the notes commenting individual items are an integral part of the present financial statemenis
{3) the Group adopted IFRS 15 and IFRS G for the first time on 1 danuary 2018 Based on the first aoplication methods chosen, the comparative nformation was

not restated
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INCOME STATEMENT "%

(EUR thousand) Notes 2018 2017

Revenue 2z 1,023,792 1,062,437
QOther income 23 18,349 8,863

Purchases 24 (326,985) {355,590)
Services and other operating cosls 25 (177.353) {183,533)
Personnel expense 26 (41,009) {36,639)
Gross Operating Income {EBITDA) 496,794 485,538

Arnortisation, depreciation and impairment of non-current assets 27 (269,232) {246,065)
Net Operating Income (EBIT) 227,562 239,473

Financial expense 28 (85418) (79.597)
Financial Income 28 26,024 18,849

Net financial income (expense) 23 (59,394) {60,748)
Net gains on equity-accounted investments 29 143 1197
Other net gains {losses} cn equily Investments 29 {551) {1124)
Gains (losses) on equity investments 29 (408) (1,005)
PROFIT BEFORE TAXES 167,759 177,720

Income taxes 30 {45,212} - (41,752)
PROFIT FROM CONTINUING QPERATIONS 122,548 135,967

Profit from discontinued operations 31 28,432 625

PROFIT FOR THE YEAR 150,980 136,592

Non-controlling interests (133)

PROF{T ATTRIBUTABLE TO THE OWNERS OF THE PARENT 150,847 136,592

(1) in the 2018 income statement, in accordance with IFRS 5, the results of the company Brockaghboy Windfarm Ltd were posted in profit from
discontinued operations. for additional details, please refer to the section Brockaghboy Sale The 2017 income statement is represented In
accordance with IFRS 5, posting the results of the Brockaghboy Windfarm Ltd subsidiary in profit from discontinued operations. Please refer 1o

Nate 31 - Profit fram discontinued aperations

{?) the notes commenting Individual tems are an integral part of the present financial statements

{3) the Group adopted IFRS 15 and IFRS 9 for the first time on 1 January 2018 Based on the first application methods chosen, the comparative

infarmation was not restated

{4) the value for 2018 includes a positive impact of approximately EUR 300 thousand relating to the partial reversal of the impact of IFRS 9 on the

trade recewables at 1 tanuary 2018. The Group opted for a retrospective application of the Standard without changes to the comparative data

97
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STATEMENT OF COMPREHENSIVE INCOME "V

—

{EUR thousand) 2018 2017
Profit for the year 150,847 136,592
Changes that will not be reclassified to profit or loss
Remeasurements of defined benefit liability (54) (205)
Income taxes referred to the actuarial change in Emplayee benefits 3 49
(41) {156)
Changes that will be reclassified to profit or loss
Cash flow Hedge - effective portion of the fair 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 operaticns - Exchange differences frem translation {2,788) (1.597)
Income taxes - Foreign operations - Exchange differences from translation 530 564
{2,258) {1,033)
Cther comprehensive income (expense) net of the tax effect {15,035) 14,747
Comprehensive income for the year 135,812 151,340
Non-controlling interests — .
Comprehensive income attributabie to the owners of the parent 135,812 151,340

(1) the notes commenting individual items are an integral part of the present financial statements

(2) the Group adopted (FRS 15 and IFRS § for the first time on 1 January 2018 Based on the first application methods chosen, the comparative

mnformation was not restated
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(EUR thousand) 2018 2017
CASH FLOWS FROM QPERATING ACTIVITIES (A)
Profit for the year 150,847 136,592
- Amortisation, depreciatson and impairment of non-current assets 27 269232 247.326
- Increase  other pravisions for risks and charges 13 6,192 10,723
- Decrease in other for nsks and charges 13 (14.024) (1.504)
- Net change n deferred tax assets and liabilities & (11,031 19,532
- Impairment of current assets 9 (276) 1,481
- Net capital gain/loss on sale of non-current assets - -
- Netlosses on equity investments measured using the equity method 4 {131) 363
- Lpsses on equity investments R -
- Changes to post-empleyrment benefits 12 (410 @15
400,399 414,077
- Change in other current assets and liabilities:
Change in inventories g {985) {233}
Change in trade receivables 9 22,665 48,646
- Change in trade payables 15 1,138 (51427
- Net change in other assets/labilities 917 (3,718) {2,107}
19,104 (5.121)
CASH FLOWS FRGM GPERATING ACTIVITIES {A) 419,503 408,956
CASH FLOWS FROM iNVESTMENT ACTIVITIES (8)
Acquisition of intangible assets and goodwill 12 (6.193) (1.230}
Acquisition of property, plant and equipment 3 (50.852) {50,294}
Acquisition of equity investments and other non-current financial assets 4 (30) {4,763)
Net change in other increases/decreases in non-current assets 13 (5,065} (1470
Brockaghboy Windfarm Ltd Sale 105,740 -
Disposals of intangible assets and goodwill - -
Disposals of property, plant and equipment and related capital gains/losses - 1221
Disposals of equity mvestments and other non-current financial assets 45 110 86
CASH FLOWS FROM INVESTMENT ACTIVITIES {B; 43,710 156,394
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES (C)
Increase in non-current loans 16 127,933 176685
Decrease in non-current loans 1% {366,984} (376,788)
Net change in loans Lo Group companies not conschidated fine by fine - (150213)
Net change in other non-current financial liabilities 16 (47311} (2573)
Net change In current bank loans and borrowings - -
Net change in other current financial assets/habilities 16 26,523 (31.794)
Share capital increases/repayments - B
Dividends pand to third parties 11 120,000) -
Change in the hadging reserve [12,736) 15935
Other changes In equity 11 619 A14)
CASH FLOWS FRCM (USED IN} FINANCING ACTIVITIES [C) 1291,857) {369,161;
TRANSFER/MERGFRS (D} - 164,034
CHANGE IN THE CONSOLIDATION SCOPE (E) & {146,623) {11,930)
NET CASH FLOWS OF THE YEAR (A+B+C+I+E; 24,632 135,509
CASH AND CASH EQUIVALENTS AT THF BEGINNING OF THE YEAR 151,022 15,513
NFT CASH FL OW OF THE ¥YEAR 24,632 135509
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 175,654 151,022

the notes commenting indvidual te™s are arintegra part of the presert financial statements

)
) the statame~t of cash flows also neludes the overall flows of assets he d for sale and associated laiities, detais of whick are provided in Note 21

rattons

Biscontinusd ane

) the Group adopted IFRS 15 and 1FRS 4 for tne first ume on 1 January 2118 Based on tre hrst apphcanon metheds choser, the comparative iInformat on was na: restated

Mare intarmat on s gvailul € 10 the secicn Change @ e zansolidation scepe
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STATEMENT OF CHANGES IN EQUITY

Share Reserves  Profit (loss) Equity Non- Equity
capital forthe yeat attributable controlling

to the interests

owners

of the
{EUR thousand) parent
BALANCE AT 31/12/2016 6,000 1,027,509 41,139 1,075,048 - 1,075,048
Allocation of 2016 profit - 41,139 (41,139) - - -
Distribution of dividends - - - - - -
Change due to merger, Consotidated ERG Renew 94,000 629,941 - 723841 - 723,941
Other changes - 773 - 773 - 773
Profit for 2017 - - 136,592 136592 - 136,592
Remeasuremenis of defined benefit liability - (160) - {160) - (160)
Changes m the cash flow hedge reserve - 15835 - 15935 - 15,935
Changes in the translation reserve - (1.028) - (1.028) - (1,028)
Comprehensive income - 14,747 136,592 151,340 - 151,340
BALANCE AT 31/12/2017 100,000 1,714,510 136,592 1,951,162 - 1,951,102
IFRS 9 Adjustment Q 3138 0 3,130 3,136
Allacation of 2017 profit - 136,592 (136,592) - - -
Transactions with Shareholders:
Distribytion of dividends - {20,000} - {20,000} - {20,000)
Other changes - (218) - (218) - {218)
Profit for 2018 - - 150,980 150,980 (133} 150,847
Nan contralling Interests 2018 profit - - (133) {133) 133 -
Reemeasurernents of defined benefit liability - (41} - {41) - {41
Chariges in the cagh flow hedge reserve - (12,736) - (12.736) - (12,736}
Changes in the translation reserve - (2.258) - (2,258) - (2,258}
Comprehensive income - (15,035) 150,847 135,812 - 135,812
BALANCE AT 31/12/2018 100,000 1,818,985 150,847 2,069,831 - 2,069,831

{1) please refer to the section Standards, amendments and interpretations apphed starting on 1 January 2018
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

ERG Power Generaticn S.p.A. is the entity that prepares the financial statements.
ERG Power Generation S.p.A. has its registered office in via De Marini 1, Genoa {WTC Tower)
The consclidated financia! staterments comprise 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 located

mainly in italy, France and Germany.

PUBLICATIONDATEOF THECONSOLIDATEDFINANCIALSTATEMENTS

Publication of these consolidated financial statements was authorised by the Board of Directors on 5 March 2019.

BASIS OF PREPARATION

The present consolidated financial statements, expressed in thousands of Euro (functional currency of the parent

cormpany 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 International Accounting Standards Board (IASB) and endorsed by the European Union, inclusive of all
international standards that have undergone interpretation (International Financial Reporting Standards - IFRS} and
the interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC) and 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 congern basis and therefore assuming that the Group will be able to meet the mandatory repayment

conditicns of the credit facilities granted by the banks as indicated in Note 36 - Financial instruments,

The present financial statements were prepared in accordance with Article 9, paragraph 3 of Legislative Decree no.

38 of 28 February 2005.
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The present financial statements were audited by the independent auditars KPMG S.p.A. in accordance with current
Italian regulations.

These are the first consolidated financial staterments 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 consolidated financial statements consist of the Staterment of financial position, the Income Statement, the
Statement of Comprehensive Income, the Statement of Cash Flows, the Staternent of Changes in Equity and the Notes.
ERG Power Generation presents its income statement captions by nature, which is deemed more representative than
presenting them by function, with separate presentation of the profit or loss from discontinued operations. The form
chosen is in fact consistent with internal and management reporting procedures.

Wwith reference to the Statement of Financial Position, the adopted classification makes a distinction between current
and non-current assets and liabilities, as allowed by [AS 1, with separate indication of assets classified as held for sale
and of liabilities included in a group disposal, classified as held for sale. Current assets, which include cash and cash
equivalents, are those held to be realised, sold or consumed in the normal operating cycle of the Group or in the 12
months after year end; current liabilities are those expected to be settfed within the normal operating cycle of the Group
or in the 12 moenths after year end.

The structure of the statement of cash flows is based on the indirect method, with the indication of the cash flow from

operating activities, investing activities and 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 consolidated financial statements (with the exception of the first-time adoption of IFRS 15 and IFRS 9, as
better explained in the section Standards, amendments and interpretations applied starting on 1 January 2018)

Some armounts of the income statement and the Statement of comprehensive income 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 to the section Standards, amendments and interpretations applied starting on 1 January 2018).
The present financial statements were prepared using the criterion of measurement at historical cost, with the

exception of the following significant items that are measured as indicated below at each reporting date.
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[term Measurement criterion
Derivative financial instruments Fair value
Non-derivative financial instruments at FVTPL Fair value

Measurement of assets and liabilities of business combinations at the  Fair value
acquisition date

Contingent consideration deriving from a business combination Fair value

Discontinued operations Lower value between carrying amount
and fair value less costs to sell

£quity 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

section "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
probable that their use will generate future economic benefits, and their cost can be measured reliably.

These assets are measured at their purchase or production cost, including all ancillary charges attributable to thern,
and are amortised on a straight-line basis over their useful life and decreased for any impairment. Useful lives are
reviewed annually and any changes, where necessary, are applied prospectively.

In general, intangible assets are amcrtised over a maximurm period of 5 years, with the exception of surface nghts and

authorisationg and concessions for the wind farms, which are amaortised over the cencession term.

Considerations on the amortisable value of concessions for large-scale diversion of water for

hydroelectric use

The current regulations on the transfer of the ownership of assets subject to hydroelectric concessions has recently

been theroughly 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 italy-General series no. 36. Article 11-quater of this law repeals the previous

regulations and introduces new provisions for the renewal of concessicns for large-scale diversion of water for

hydroelectric use.

In particular, the new regulations provide that:

- upon the expiry of concessions for large-scale diversion of water for hydroeiectric use or in the event of withdrawal
or surrender, ownership of “wet” works is transferred, without remuneration, to the regicn, without prejudice to any
payout to the cutgoing concession holder equal to the non-depreciated amoeunt of any investments, insofar as this

is provided for by the concession 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 according to
the rules set by Article 25, paragraph 2 et seq., of italian Royal Decree 1775 of 1933, net of the gepreciated assats.
Specifically:

- in the case of moveable assets planned for use in the concessicn project, a price is paid, in terms of residual
value, determined on the basis of the data available from "accounting documents cr a professional appraisal”,

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

- inthe case of iImmoveable assets reused in the concession project, a price is paid, determined on the basis of the
data available from "accounting documents or a professional appraisal’;

- immovabie assets not planned for use in the project remain 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 monitor the regulatory evolution and the related clarifications in order to assess

possible future impacts on the depreciation process.

Business combinations

Business combinations are accounted for using the acquisition method at the date on which control over the acquired

entity is actually obtained. The consideration transferred in a business combination is measured at fair value, which is

calculated as the sum of the acquisition-date fair value of the assets transferred to the acquirer, the liahilities incurred
by the acquirer to former 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 acquisition of control of an acquiree and is estimated as the excess between:

- the consideration transferred, the amaunt 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 ta minority interests); in a business combination
achieved in stages, the acquisition-date fair value of the acquirer's previously held equity interest in the acquiree;

+ the net value of the acquisition-date amounts of the identifiable assets acquired ang the liabilities assumed,

measured at fair value

If the fair value of the net identifiable assets acquired is higher than the consideration transferred, the resulting gain or
loss that emerges, after having checked that the fair value of the identifiable assets acquired and liabilities assumed
is carrect, is recognised in profit or loss on the acquisition date. The gain is attributed to the acquirer.

In a business combination achieved in stages, the acquirer shall remeasure its previously held equity interest in the
acquiree at its acquisition-date fair value and recognise the resulting gain or loss, if any, in profit or loss. If in prior
reporting periods, the acquirer had recognised 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 previously held equity interest.

if the initial accounting for & business combination is incomplete by the end of the reporting period in which the
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business combination occurs, provisional amounts are recognised. Adjustments to the provisional amounts
recogrised 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 one year from the acquisition date.
The contingent consideration is recognised at fair vaiue at the acquisition date. if the contingent consideration that
meels 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 clasing date and changes in fair value are recognised in the profit or loss for the year.

Goodwill

Goodwill acquired in a business combination is not amortised, but is tested for impairment pursuant to the
procedures provided for in IAS 36 - Impairment of Assets annually, or maore frequently if specific evenis or changes in
circumstances indicate the possibility that there may have been any impairment (“triggering events”).

For the purposes of impairment testing, goodwill is, from the acquisition date, allocated to groups of cash-generating
units.

If the recoverable amount of the groups of units to which the goodwill is allocated is less than its carrying amount,
an impairment loss is allocated in the following order: first, to reduce the carrying amount of the goodwill, and then to
the other assets of the group of units pro rata on the basis of the carrying amount of 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,

goodwili is included in the carrying amount of the asset when determining the profit or loss on disposal

Preperty, plant and equipment

An item of property, plant and equipment is measured at ccst, inclusive of capitalised financial expenses, net cf
cumulated 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 iterm of property, plant and equipment is recognised in the profit or loss
for the year.

Expansion, modernisation and transformation costs and maintenance costs are capitatised only if they increase the
future econcrmic benefits of the asset to which they refer.

Cyclical maintenance costs are recognised as assets in the statement of financial positicn 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 useful life.

The cost 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 resteration to be incurred when the facilities are abandoned, which

are provided for in a specific provision. These costs are recognised starting on the date when they can be reliably
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estimated for those assets whose future dispasal, and the time when this will happen, is foreseeable.

Capitalised costs are allocated to the income staternent via depreciation.

Depreciation is calculated 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 depreciable amount is
the asset’s historical cost 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
estimated life of the asset or the concession term, whichever (s 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 generators 5
Industrial and commercial buildings 25-734
Fixed hydraulic works 1
Pressurised pipelines 25
Hydraulic and electrical machinery 33
Automation and centrol systermns 10
Equipment and machinery 5
Digital control-remote transmission facilities 10
Transport fines 5
Lightweight constructions 10
General plants 8.45-10.0
CCGT plant * 6.1
Digital control and rermote transmission facilities 10
Motor vehicles, furniture and furnishings 838-250
Surface rights and other civil works 35
Photovoltaic modules 5
Other assets / miscellaneous eguipment from 10 to 20

* average rates

Impairment of non-financial assets (impairment test)

At ieast 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 estimates the recoverable amount of the asset to determine
the amount of the impairment ioss

When it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
value of the cash-generating unit to which the asset belongs.

The recoverable amount of an asset is the higher of its fair value less costs to sell, and its value in use, determined as
the present value of expected future cash flows.

An asset is impaired when its carrying amount exceeds its recoverable 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 Is
increased to its recoverable amount which does rot exceed the carrying amount that would have been determined

had ng impairment loss been recognised for the asset.

Equity investments carried at equity

Joint venture

Joint ventures are joint arrangements whereby the Group has rights to the net assets but not rights to the assets
and obligations for the habilities (entities over whose assets the Group has joint control as defined by IFRS 11 - Joint
Arrangements). The consolidated financial staterments include the Group's share of the profit or loss of the joint
venture, measured using the equity method, 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 investment is fully impaired and the share of additional

losses is not recognised, except and to the extent tc which the Group has an obligation to fund {osses.

Associates

These are cormpanies over which the Group exercises significant influence, but not control or joint control, i.e., the power
to participate in the financial and operating policies of the associate, as defined by IAS 28 - Investments in Associates and
Jaint Ventures. The consolidated financial statements include the Group's share of the profit or loss of the associates,
measured using the equity methad, starting from the date when significant influence starts until the time when it ceases
to exist. If the 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 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

Financial Instruments

I. Recognition and measurement

Trade receivables and debt instruments issued are recognised at the time they are originated. All other financial
assets and liabilities are initially recognised on the trading date, i.e. when the Group becomes a contractual party 1o
the financial instrument.

Except for trade receivables that do not contain & significant financing component, financial assets are initally
measured at fair value plus or minus, in the case of financial assets or liabilities not at FVTPL, 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 compoenent are measured at their transaction price.
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I1. Subsequent classification and measurement

At initial recognition, a financial asset is classified according to its measurement: amortised cost, fair value through

other comprehensive income (FVOCI) - debt security, FVOCI - equily instrument; ar at fair value through profit or loss

(FVTPL).

The financial assets are not reclassified after their initial recagnition, unless the Group changes its business madel for

the management of financial assets. In this case, ail involved financial assets are reclassified the first day of the first

year following the change to the business model.

A financial asset is measured at amortised cost if both of the following conditions are met and it is not designated at

FVTPL:

- the financial asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows;

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

A financial asset is measured at FVQC! if both of the following conditions are met and it is nat designated at FVTPL

« the financial asset is held within a business mode! whose objective is achieved by both collecting contractual cash
flows and selling financial assets;

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Al initial recognition of an equity instrument not held far trading, the Group can make the irrevocable election to

present subsequent changes in fair vaiue through other comprehensive income. This choice is made for each asset.

All financial asseis not classified as measured at amortised cost or FVOCI, as indicated above, are measured at

FVTPL. All financial derivatives are included At initial recognition, the Group may irrevecably designate the finanoal

asset as measured at FVYTPL if doing so eliminates or significantly reduces an accounting mismatch that would

atherwise arise from measuring the financial asset at amortised cost or FVOCL.

Financial assets assessment of the business model

The Group assesses the ohjective of the business model within which the financial asset is held at pertfolio level

because it best reflects the way in which the asset is managed and the infermation communicated to corporate

management. This informaticn 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 obtaining interest income from the agreement, on
maintaining a determined interest rate profile, an aligning the duration of the financial assets to that of the relateg
liabilities or the expected cash flows or on the collection of cash fiows through the sale of the assets;

+ the procedures for measuring nortfolio 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
medel) 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 reasons for the sales

and the expectations for future saies.

Transfers of financial assets to third parties within transactions that do not entail derecognition are not considered
sales for the purposes of the assessment of the business model, in line with the Group’s maintaining these assets in
its financial staterments.

Financial assets that meet the definition of financial assets held for trading or whose performance is based on fair

value are measured at FVTPL.

Financial assets. test to establish whether the cash flows are solely payments of principal and interest
For the purposes of the test, the ‘principal’ is the fair value of the financial asset at initial recognition, while the ‘interest’
is the consideration for the time value of money, for the credit risk associated with principal amount outstanding during
a particular period of time and for the other basic tending risks and costs (for example, liquidity risk and administrative
costs), as weli 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 instrument. Therefore, it assesses, inter aiia, 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 medify the timing or the amount of the cash flaws;

+ clauses that could adjust the contractual rate of the coupon, including variable rate elements;

* prepayment and extension elements;

- clauses that limit the requests for cash flows by the Group from specific assets (for example, elements without

recourse).

The prepayment element is in line with the criterion of the “cash flows that are solely payments of principal and
interest* when the prepayment amount substantially represents the unpaid amounts of the principal and the interest
on the principal amount cutstanding, which can include reasonable additional compensation for the early termination
of the contract. Mareover, in the case of a financial asset acquired with a premium or a significant discount to the
contractual 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 contract} is recognised in accordance with said criterion if the

fair value of the prepayment element is insignificant at initial recognition
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Financial assets subsequent measurement and gains and losses

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 logses on derecognition.

Debt instruments measured at FVOCI These asseats are subsequently measured at fair value. Interest income
calculated in accordance with the effective interest method, exchange
gains and losses and impairment losses are recognised in profit or loss
for the year. Other net gains and losses are recognised in the Statement
of comprehensive income. At the time of derecognition, gains or losses
accumulated in the Statement of comprehensive income are reclassified
to profit or loss for the year.

Equity instruments measured at FYOCI These assets 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 investment. Other net gains and
losses are recagnised 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, including dividends or interest received, are recognised i profit
or loss for the year

Standards applicable prior to 1 January 2018 (first-time adoption of IFRS 9 - additional details on first-ime
adoption criteria are provided in the section Standards, amendments and interpretations applied starting on 1

January 2018)

Subsequent classification and measurement
The Group classified its own financial assets in ane of the following categories:
- loans and receivables;

+ held-to-maturity investments;

available-for-sale financial assets; and
- financial assets at FVTPL and, within said category:
- held for trading;

» hedging instruments; or

designated at FVTPL.
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Subsequent measurement and gains and losses

Financial assets measured at FVTPL Measured at fair value and any changes thereof, which also include the
dividends or interest, were recognised in the profit or loss for the year.
Fer 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 impairment
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 financial assets
Standards applicable from t January 2018 (first-time adoption of IFRS 9 - additional detail on first-time adoption
criteria are provided in the section Standards, amendments and interpretations apphed starting on 1 January

2018}

The Group recognises loss allowance for the losses expected on the receivables relating to:

- financial assets measured at amortised cost;

+ debt instruments measured at FVOCI;

= 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 debt instruments and bank current accounts whose credit nisk {i.e. the risk of defauit that manifests throughout

the expected life of the financial instrument) did not increase significantly after initial recognition.

The loss allowance of the trade receivables and of the contract assets are also measured at an amount equa! to the

financiat assets’ lifetime expected credit losses.

When determining whether the credit risk relating to a financiat asset has significantly increased sinceinitial recognition

in order to estimate the expected credit losses, the Group takes into consideration any reasonable and supportable

information 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 information.

Far the Group, & breach referring ta a financial asset occurs when:

- itis unlikely that the debtor will fully meet its obligations to the Group, without any action on the Group's part, such
as the realisation of a guarantee (f present);

- the financial asset has been due for more than 80 days.
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The maximum period to take into consideration when measuring expected credit losses is the maximum contractual

period over which the Group is exposed to credit risk.

Measurement of the expected credit [osses

Expected credit losses (ECL) are an estimate the probability weighted amount of the credit losses. Credit losses
are the present value of all cash shortfalls (e the difference between all contractual cash flows due ta the entity in
accordance with the contract and the cash flows that the Group expects to receive).

ECLs are discounted at the financial agset’s effective interest rate.

lmpaired financ:al assets

Al each reporting date, the Group assesses whether financial assets measured at amortised cost and debt securities

at FVOCI are impaired. A financial asset is 'impaired’ when one or more events that have a negative impact on the

estimated future cash flows of the financial asset have occurred.

Evidence that the financial asssat is impaired includes the observable data relative to the following events:

- significant financial difficuity of the issuer or borrower;

+ abreach of contract, such as a default or a past due event;

* the restructuring of a debt or an advance by the Group at conditions that the Group would not ctherwise have taken
into consideration;

« there is a probability that the debtor will declare bankruptcy or will call for other finariat restructuring proceduros;

+ the disappearance of an active market for that financial asset due to financial hardships.

Presentation of the loss allowance in the statement of financial position
The loss allowance for the financial assets measured at amortised cost is deducted from the gross carrying amount
of the assets. For debt securities at FVQCI, the loss allowance is allocated to the profit and loss for the year and

recognised 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 recovery. For customers, the Group individually assesses the time frame and the amount of the
write-off on the basis of the actual expectation of recovery. The Group does not expect any significant recovery of
the amount written off. However, the financial assets written down could stili be subject to enforcement in order to

cornply with the debt collection precedures prescribed by the Groun.

Standards appiicable prior to 1 January 2018 (first-time adoption of IFRS 9 - additional details on first-time
adoption critena are provided m the section Standards, amendments and interpretations applied starting on 1

January 2018)
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Non dervative financial instruments
Financial assets not recognised at FVTPL were assessed at every reporting date to determine whether there was any

objective evidence that they had been impaired.

The objective evidence that a financial asset was impaired included:

» insolvency or failure to pay on the debtor's part;

- restructuring of the debt owed to the Group at conditions that the Group would not otherwise have considered;

« indications of the bankruptcy of the debtor 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 security due to financial difficulties;

+ the presence of observable data indicating a quantifiable reduction of the cash flows expected from a group of
financial assets

In the case of equity instruments, a significant and prolonged reduction of fair value below cost was considered

chjective evidence of impairment.

With regard to Financial assets measured at amortised cost, the Group considered any evidence of impairment of

the financial assets at the individuaf asset level. All individually significant assets were tested individually, to identify

any impairments.

The impairment corresponded to 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. The 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

1o recover the asset, the amount considered unrecoverable was deducted from the related financial asset. If an event

subsequent to the impairment less 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 financial 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 egual to the

difference between the acquisition cost (net of any repayments of principal and amortisation) and the farr value,

minus any impairrment 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 coutd abjectively be

attributed to an event that occurred after recegnition of the impairment loss, then the loss was reversed, recognising

the effect in the profit or loss for the year. iImpairment losses recognised in the profit or loss for the year relating to

equity instruments classified as available for sale were instead not reversed through profit or loss for the year.

For additional details on Impairment losses of financial assets, please refer to the more thorough description in
the section IFRS accounting standards, amendments and interpretations applied starting on 1 January 2018

concerning the effects of 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 nominal amount.

In accordance with IAS 7, the definition of cash equivalents comprises cash on hand and bank/postal deposits
repayable on demand, together with short-term, highly fiquid investments that are readily convertible to a known
amount of cash. It also includes short-term investments whose reimbursernent value is predetermined at the date of

initial purchase/recognition.

Financial Habilities

Financial liabilities are classified as measured at amortised cost or at FVTPL. A financial liability is classified at FVTPL
when it is held for trading, it represents a derivative or is designated as such at the time of the initial recognition.
Financial liabilities at FVTPL are measured at fair value and any changes, including interest expense, are recognised
in profit 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/(losses) are recognised in profit or loss for the year,
as well as any gains or losses deriving from derecognition.

For additional details on impairment losses of financial liabilities, please refer to the more thorough description
in the section IFRS accounting standards, amendments and interpretations appiied starting on 1 January 2018

concerming the effects of the application of the new IFRS 9 accounting standard.

Derecognition of financial assets and liabilities

Financial assets are derecegnised when the contractual rights to receive the cash flows from them expire, when the
contractual rights to receive the cash flows within a transaction in which substantially all the risks and benefits deriving
from ownership of the financial asset are transferrad 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 Group 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 deracognises a financial liability when the obligation specified in the contract is fulfilled or cancelled or it
expires. The Group derecognises a financial liability even in the case of a change of the related contractual terms and
the cash flows of the modified liability are substantially different. In this case, a new financial liability is recognised at
fair value on the basis of the amended contractual terms.

The difference between the carrying amount of the extinguished financial kiability and the price paid (including the

assets not represented by cash transferred or the assumed liabilities) is recognised in profit or loss for the year
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Derivative financial instruments and hedging transactions
Standards applicable from 1 January 2018 (first-time adeoption 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 finangial instruments to hedge its own exposure to interest rate risk and price risk.
Embedded 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 some derivative financial instrurments as hedging instruments ta 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 documents the risk management objectives and the
strategy in implementing the hedge, as well as the economic relationship between the hedged itern and the hedging
instrurmnent and it is expected that changes in cash on hand of the hedged element and in the hedging instrument wil!
mutually offset

When a derivative financial instrument is designated as an instrument to hedge the exposure to the variability of
cash flows, the effective portion of the fair value gain or loss on the derivative financial instrument is recognised in
the Statement of comprehensive income and presented in the cash flow hedge reserve. The effective part of the fair
value gain or loss on the derivative financial instrument that is recognised in the Statement of comprehensive income
is lirnited to the cumulative change in the fair value of the hedged instrument (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 Instrument only the fair value change of the spot element
of the forward contract as a hedging instrument in a cash flow hedg relationship.

If the hedge ceases to meet the criteria or the hedging instrurment is seld, terminated or is exercised, acccunting for
the hedge ceases prospectively When the cash flow 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 2 non-
financial asset or liability, it is included in the cost of the non-financial asset or liability at initial recognition or, in the
case of the other cash flow hedges, it is reclassified 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 from the hedging
reserve and from the reserve for hedging costs to profit or foss for the year.

When a derivative instrument or a non-derivative financial liability is designated as & hedging instrument within a
hedge of a net investment in a foreign operation, the effective partion, in the case of derivatives, of the fair value

gain or lass on a derivative instrument or, in the case of a non-derivative item, foreign exchange gains or lesses, are
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recognised in the Statement of caomprehensive income and presented in equity within the transiation reserve. The
ineffective portion is recognised immediately in profit or loss of the year. The amount recognised in the Statement of
comprehensive incame is 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 IFRS 9, applied
prospectively. Based on the new approach, a hedging relationship is effective if and onty if it meets the following
requirerments:

+ existence of an economic relationship between the hedging instrurment and the hedged iterm;

- the credit risk is not dominant with respect to the changes in value;

+ the hedge ratio is the same one 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 resuit of
the hedge to adjust the value at initial recognition of the hedged item, in case of cash flow hedges of nan-financial
elements.

The criterion applied to the comparative infermation relating to 2017 is similar to that adopted for 2018. However, tor
all cash flow hedges, including those of transactions entailing the recognition of a non-financial asset or liability, the
amounts accumnulated 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 item, 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 IAS 39
{until 31 December 2017) and of IFRS 9 (from 1 January 2018) ("own use exemption®) and hence they are recognised
according 1o the reference accounting rules

These agreements are recognised as derivatives and, consequently, at fair value through profit or loss only if:

+ they can be settled net;

- they were not entered inte Group's for normal purchase, sale or usage requirements

A contract te buy or sell a non-financial item non-financial itern is classified as a "normal purchase or sale agreement”
if it was entered into:
- for the purposes of physical delivery,

- for the norrmal purchase, sale or usage requiremerts of the Group
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The Group analyses all contracts to buy or sell non-financial assets, with particular attention to forward purchases
or sales of electricity and energy commadities, in order to 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 onwards) or they were

entered into for "own use exemption”

Standards appbcable before 1 January 2018 (first-time adoption of IFRS 9 - additional detail on first-ime adoption

criteria are provided in the note Standards, amendments and interpretations applied starting an 1 January 2018)

QOrdinary 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 to the transaction are recognised as reducticns in equity. The shares thus bought back are classified as
treasury shares and recognised in the reserve for treasury shares. The consideration 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 recognised 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 final amount recognised under costs is based on the number of incentives that meet the afore-mentioned
conditions at the vesting date. In the case of incentives recognised 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 ta reflect sald conditions. With reference to the non-vesting conditions, the difference between the assumptions

set forth at the assignment date and the actual ones will not impact the financfal statements.

Inventories
inventories, relating to spare parts, are measured at cost, determined using the weighted average cost methad, or

market value (replacement cost), whichever is lower.

117
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Foreign currency transactions

Foreign currency transactions are canverted to the functional 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 functional currency of

each Group entity. Non-monetary items that are measured at historical cost are maintained at the exchange rate at

the transaction date except in the case of a persistently unfavourable trend in the exchange rate. Exchange differences
arising on the settlement of items at rates different from those at which they were translated at initial recognition and
those relating to monetary items at year-end are recognised in profit or loss under financial income and expense.

However, the exchange differences deriving from the transtation of the following items are recognised in the Statement

of comprehensive income:;

- equity instruments designated at FVOCI (2017 available for sale equity instruments - net including impairment
losses, in which case the exchange differences recognised in the Statement of comprehensive income were
reclassified to profit or [oss);

+ cash flow hedges to the extent to which the hedge is effective.

Exchange differences arising 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 financial staterents 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 invesiment.

Other Provisions

ERG Power Generation recognises Other provisions when:

- there is a present legal or constructive abligation to third parties,

- itis probable that the use of Group rescurces will be required te 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 settlement of the abligations 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 cbligation relates to property, plant and equipment (for example, dismantling and restoration of sites), the
provision s recognised as a balancing entry to the asset to 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 probable) obligations ansing from past events, the existence of which will be confirmed only upon

occurrence of one or more uncertain future events not whoily within the group’s controf;
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- present obligations arising from past events the amount of which cannot be reliably estimated, or for which it is

probable that settlernent wili not be onerous.

Employee benefits

Shortterm benefits for employees

Short-term benefits far employees are recognised as a cost at the time the service that gives rise to such benefits
is performed. The Group recognises 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 is possible to make a reliable

estimate of the obligation.

Defined contribution plans
Contributions to 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 to a reduction in future payments or a reimbursernent 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 carried 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 is limited to the present value of the economic
benefits available in the form of reimbursements from the plan or of reductions of the future contributions of the plan.
To establish the present value of the economic benefits, the minimum funding requirements applicable to any plan of
the Group are considered.

Actuarial gains and losses, the returns on plan assets (excluding interest) and the effect of the maximum amount of
the asset (excluding any interest) that emerge as a resuit of the revaluation of the net liability for defined benefit plans
arerecognised immediately in the Statement of comprehensive income. The net interest of the year onthe net liability/
{asset) for defined benefits is calculated by applying to the net liability/(asset) the discount rate used to discount the
defined benefit obligation, determined at the start of the year, considering any changes in the net liability/(asset) for
defined benefits that occurred during the year as a result of the contributions collected and of the benefits paid Net
interest and the other costs relating to defined benefit plans are instead recognised 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 eccnomic benefit
relating 1o past service or the gain or loss deriving from the reduction of the plan are recognised in prefit or less for

the year when the adjustment or the curtailment 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 amended by Italian Law no. 296 dated 27 December 2006 {the "2007 Budget Law")
and subseguent decrees and regulations promulgated in the early months 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
plan solely for the portions vested prior to T January 2007 and not yet paid as of the reporting date, whereas after said
date they are deemed akin to a defined contribution 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 basis of the main types of

post-employment benefits in the light of the different regulations in this regard.

Types of Post-employment benefits Personne! employed in 2606* 1AS 19 classification
Post-employment benefits accrued until >50 employees Defined benefit plan

31 December 2006** <50 employees Defined henefit plan
Post-employment benefits accrued since  >50 employees Defined contribution plan
1 January 2007+* <50 employees Defined benefit plan

*  for newly established companies, the number taken as a reference retates to the first year of actiity
** without prejudice to aptions to allocate the post-employment benefits to supplemental pensicn plans

Termination benefits
The benefits due to the employees for the termination of employment are recognised as a cost when the Group
has committed without possibility of withdrawal to offer said benefits or, if prior, when the Group recognises the

restructuring costs. Benefits entirely due over twelve months from the reporting dates are discounted.

Public funding

Grants related to assets are initially recognised at fair value as deferred income if there is a reasonable certainty
that they will be recejved and that the Group will comply with the conditions attaching to them and they are then
recognised in profit or loss for the year as other income on a systematic basis throughout the useful life 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 systematic basis,
over the periods in which the Group recognises as expenses the related costs for which the grants are intended to

compensate

QObligations pertaining to Law no. 124/2017 of 4 August 2017

Article 1, paragraph 125 of Law na. 124 of 4 August 2017 introduced the obligation for companies that receive financial
contributicns from public administrations to publish the amounts received in their Explanatory Notes and in the
Consolidated financial staternents, if these are drawn up. This provision raised a number of interpretation doubts with
regard, among other things, to the type of disbursement that must be disclosed. In this regard, the company noted

the position adopted by Assonime in Circular No. 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 disbursements of
an “individual® nature_ Although Assonime's position is widely acceptable, pending a more general interpretation of the
law in question and given the importance of the possible conseguences of non-compliance with the aforementioned
disclosure abligation, the Group has decided to indicate in these financial statements the econornic contributions
received from public administrations that can be used by ali companies and that fall within the general structure of the
reference systemn defined by the State (such as energy account, energy efficiency certificates, etc ), except for those
belonging to the following categories:

+ tax incentives;

= training grants received from inter-professiona!l 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 themselves.

In accordance with the provisions of Article 3-quater of italian Law Decree no. 135/2018, for any funds received,

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 .
zi';g;’; Feed-In White Guarantees DL;Bh:f h o;Ewgigh
(EUR million) Premium '} Certificates " of Origin ™=
wind ltaly 159 158 - 1
Hydroelectric 1taly 86 78 - 2
Thermoelectric Haly 25 - 25 -
Solar Haly 30 30 - -
Total an 267 25 2
1 prowider of Energy Services Management (GSE)
2 soldwthrd parties
of which of which of which . "
C°"2eo‘f|‘:’"s Feed-In White Guarantees ok‘lﬂl'r?lﬁh °fngg'\ﬁh
(EUR million) Premium ' Certificates"*"' of Origin'".»
wind 1taly 176 176 - 1
Hydroelectrie laly 65 58 - 1
Thermaoelectric Italy 27 - 27 -
Solar Italy a4 34 - -
Total 303 268 27 2

1 provider of Energy Services Management (GSE)
2 sold 1o third parties

The amounts indicated in the above tables are also included in the Financial statements of the Group companies in

question
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Leases

Determining whether an agreement contains a lease

Af the start of an agreement, the Group verifies whether the agreement is or 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 thern 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 or a liability whose amount is equal to the fair value of the underlying asset is recognised.
Subsequently, the liability is reduced as the payments are made and a financial expense is recognised on the liability

using Group's incremental borrowing 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 recognised
at the fair value of the leased asset or, if iower, at the present value of the minimum payments due for the lease. After
initial recognition, the asset is 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 statement of financial

position.

Lease payments

Payments relating 1o 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 total 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 allocated over the lease in order tc obtain a constant interest rate on the residual liability.

Gross operating profit (loss) EBITDA and operating profit (loss) EBIT

Gross operating profit (less) EBITDA and operating profit (loss) EBI are determined by the operating activities of the
Group that generate continuing revenues and by the other income and costs related to the cperating activities. Gross
operating profit (loss) EBITDA does not include net financial expense, the Group's share of the profit, income taxes
and depreciation, amortisation and impairment losses on nan-current assets (intangible assets and property, plant
and equipment).

The operating profit (loss) EBIT is equal to the value of the Gross operating profit (foss) EBITDA less amortisation,

depreciation and impairment losses on non-current assets (intangible assets and property, plant and equipment).

Revenue recognition
The Group adopted IFRS 15 as from 1 January 2018 The section Standards, amendments and interpretations

applied starting on 1 January 2018 describes the effect deriving from the first-time adoption of IFRS 15,
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The new Standard applies tc all contracts with custormers and it is applicable to all industrial 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

cf the entity’s ordinary activities in exchange for consideration”.

The most innovative aspect of IFRS 15 pertains to the fact that an entity shall recognise the sale of a good or the

perfarmance of a service based on a value that exactly reflects the part of a price attributable to each revenue

companent, with reference to the price paid by the customer who expects to recetve that good produced or that

service rendered.

The methodological approach that should entail this type of recognition comprises five fundamental steps:

b

2)

3)

Identifying the cantract with a custemer: in general, a contract exists when the agreement reached with a customer
is such as to generate obligations;

identifying the performance obligations in the centract: an entity shall recognise revenue individually for each
good or service as a separate obligation if these assets or services are distinct from each other. The criteria to
define whether a good or service can be considered distinct are i) the custormer can benefit from the good or
service both individually and in combination with other resources and the gocds are available and ii) the good
or service can be separated from other obligations or promises that are not dependent or connected to other
contractual elements;

Estimating the transaction price: understoed as the amount which the entity expects to receive 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 ailocates the price to each distinct good
or service. This allocation 1s based on the stand-alone selling price the entity would apgply to each individual good

or service if it were sold separately;

5) Recogrusing the revenue only when the contractual abligation is fulfilted.

As allowed by IFRS 15, no information is pravided on the rernaining performance obligations at 31 December 2018

having an criginal expected duration equal to or shorter than one year.

The main types of revenue of the Group that generate separate performance obligations are:

1.

Revenue from sale of commodities

- Sale of electricity on the electricity exchange

- Sale of electricity to end customers

- Sale of electricity, steam and other utilities to the operators of the Priclo site

The agreements stipulated with custamers are generally short-term {up to one year} and their price profiles can be
according to the market (spot), fixed or with price formutas only partially correlated with spot 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 origin guarantees.
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Dividends
Dividends are recognised when, foliowing a shareholders’ resolution, the Group's right to receive the payment is

established.

Financial income and expense
The financial income and expenses of the Group comprise:

» interest income;

interest expense;

« dividend income;

- net gains or losses deriving from the sale of debt instruments measured at FVOCI,
- net gains or losses from financial assets at FVTPL;

+ exchange gains or losses on financial assets and liabilities;

Impairment losses on debt securities recognised at the amaortised cost or FVOC;
+ income deriving frem a business 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 loss for the year.

Interest income and expenses are recognised in profit or loss for the year on an accrual basis, using the ettective
interest method. Dividends are recognised when, following a shareholders’ resolution, the Group's right to receive the
payment is established.

The ‘effective interest rate’ is the rate 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;

+ 1o the amortised cost of the financial 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 income 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 is

again calculated oh a gross basis.

Income taxes

The tax expense for the year comprises the current deferred tax assets and liabilities recognised in profit or loss for
the year, with the exception of those relating to business combinations or itemns recognised 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 recognised 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, alse taking into account the effects
relating to participation of most group companies in the tax consolidation scheme.

The amount of the taxes due or 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 to 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 financial statements include deferred tax
assets and liabilities arising from temporary differences deriving from adjustments made to consolidated companies’
financial statements to comply with the Group’s accounting policies, as well as from temporary differences between
the carrying ameunts 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 welt as for deductible temporary
differences, to the extent to which it is 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 deductible 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 temporary differences,
provided by the business plans of the individual 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 probable that the related tax
benefit will be realised. These reductions will have to be restored when the probability of achieving future taxable
profits increases.

Since different tax consolidation schemes are currently in existence, the recoverability 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 refated o Italian investees tax losses, reguiations provide for a quantitative limit to the
utilisation of prior years' tax losses, i.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 caiculated on the basis of the tax rates that are expected to apply to the periods in which the
taxable temporary differences wilt reverse.

Deferred tax assets and deferred tax liabilities are classified under non-current assets and liabilities.
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Discontinued operations

A discontinued operation is a component of the Group whose operations and cash flows are clearly distinguishable
from the rest of Group that:

- represents a separate maijor line of business or geographical area of operations;

+ ig partof a single coordinated plan to 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 sale” category, whichever comes first.
When an operation s classified as discontinued, the comparative income statement is redetermined as if the operation

had been discontinued from the beginning of the comparative period.

Available-for-sale assets

Non-current assets or disposal groups comprising assets and liabilities 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 lower of their carrying amount and fair value less costs
to sell. Any impairment loss on a disposal group is allocated first to goedwill, and then to the remaining assets and
liability propertionally, with the exception of inventories, financial assets, deferred tax assets, employees benetits,
investment property and biclogical assets, which centinue to be measured in accordance with other standards.
Impairment losses deriving from the initial classification of an asset as held for sale or for distribution and subsequent
measurement 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

amaortised and equity investments recognised at equity are no longer recognised with that methed.

“Emissions rights”

In relation to the regulatory obligations deriving from CO, emissions, the Group precures mainly emissions rights
1o address its own requirements 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
treatmerit, certificates received free of charge are recognised at cast {Zero if they are free of charge) and a liability is
recorded anly if the actual emissions exceed the freely assigned certificates. Purchased certificates are recognised
at the specific cost according to the accruals basis. If the purchased certificates, net of those assigned free of charge,

exceed those necessary te address regulatory obligations, this excess is recognised among current assets.
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RELATED PARTIES
Related parties are mainly those that share the same parent with ERG Power Generation S.p A, the companies that
directly or indiractly, through one or more intermediaries, control, are controlled by, or are subjected to joint control by

ERG Power Generation 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 foliowing four operating segments subject to disclosure in the directors’ report and in Note
34 - Disclosure by operating segment and geographic area, 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 summarised below:

Wing

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

The wind farms are mainly concentrated in Italy {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).

Soiar

As from January 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 cperative 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 acquisition of two photovoltaic plants,

located in the Lazio region, with an installed capacity of 51.4 MW,

Hydroelectric
ERG is active in the generation of electricity from hydroelectric sources through an integrated portfolio of assets

cansisting of 19 plants, 7 dams, 3 reservoirs and one pumping station, focated in Umbria, Marche and Lazio, with a

capacity of 527 MW
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Thermoelectric

ERG is active in the generation of electricity from thermaoelectric 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 April 2010 along with

other ancillary plants for the production of steam and, to a lesser extent, of cther utilities.

Operating resufts are presented and commented on with reference to the various producticn technologies, in line with
the Group's internal performance measurerment methods.

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 relation to renewable sources ("RES™) and the thermoelectric results include the hedges on the "spark

spread”.

USE OF ESTIMATES - RISKS AND UNCERTAINTIES

Preparation of financial statements and netes pursuant to 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 more heavily required, in addition to those relating to fair

value measurements, described in the specific section, were formulated, inter alia, for:

+ the goodwill impairment test, intangible assets and property, plant and egquipment: main assumptions for the
determination of recoverable amounts {impairment test section) with particular reference to the expected prices
of energy and gas, to the available of renewable resources, to the eveclution of the regulatory framewcrk, 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 macrececonemic variables such as inflation and discount rates;

- the determination of the amortisable value of concessions for large-scale diversian 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 taxability of prafits as forecast by business plans

as well as of the expected settlement and renewal of tax consclidation schemes (Note & - 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 complex elerments that by their nature imply reliance on the Directors’
judgernent, also taking intc account the elements acquired by external consultants, and involve both determining
the degree of likelihood of the occurrence of conditions that may entail a financial outlay and hence classification
amang liakilities or among contingent liabilities, and quantifying the related amount (Note 13 - Other provisions). In
particular, with reference to the Provision for disposed Businesses, the most complex elements are connected with
the measurement process and with the measurement procedures related to the risks tied mainly to events dating
back in ime and pertaining to enviranmental, legal and tax matters tied 1o the divested “0il” Coastal Refining and of
integrated Downstiream businesses;

» the estimate of the revenue which refers to the thermoelectric business in relation to determination of the fair value

of energy efficiency certificates (Revenue section}
- loss allowances, allowances for inventory write-down and impairment of assets (Note B - Inventories, Note 9 -

Trade receivabies, Note 13 - Other provisions}

Fair value measurements

Different accounting standards and some disclosure obligations require the Group to measure the fair value of

financial and non-financial assets and liabilities

In relation to the fair value measurement, the Group has its own structure of appraisers, responsible in general for afl

significant fair value measurements, including Level 3 measurements (if present).

Non-observable input data and valuation adjustments are regularly subjected to reappraisal. When infermation

provided by third parties, such as broker quotes or pricing services, is used to determune fair value, the team

of appraisers assesses and decuments the evidence obtained from third parties to support the fact that such

measurements comply with the provisions of the IFRS, including the level of fair value hierarchy in which the related

measurement has to be classified.

The significant aspects relating to the measurement are communicated to the Control and Risk Committee of the

Group.

In measuring the fair value of an asset or a liabflity, the Group uses, insofar as it is possible, ohservable market

data. Fair values are distinguished in various higrarchical levels according to the input data used in the measurement

techniques, as Mustrated below.

- Level 1. quoted prices (unadjusted] for identical assets or liabilities 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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If the iInput data used to measure the fair value of an asset or of a liability belong to the different levels of the fair value
hierarchy, the entire measurement is inserted in the same hierarchy level as the lowest level input that is significant
for the entire measurernent.

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 tock place.

Additional information on the assumptions to determine fair value is provided in the following notes:
+ Note 25 - Services and other operating costs and Note 26 - Personnel expense;

» Note 31 - Profit from discontinued operations;

» Note 36 - Financial instruments;

» Business combinations section.

Estimates and assumptions are revised periodically and the effects of any changes are reflected in profit or ioss in

the period of the change.
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STANDARDS, AMENDMENTS AND INTERPRETATIONS APPLIED
STARTING UON § JANUAKY 2UTY

iIFRS 15 - Revenue from Contracts with Customers

IFRS 15 - Revenue from Contracts with Customers has been applied from 1 January 2018, with limited impacts
on the Group's consolidated financial statements. In particular, for some contracts ERG Power Generation has been
identified as an "agent”, requiring the netting of certain operating costs, thereby reducing revenue.

IFRS 15 is 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, i.e. has been presented according to IAS 18, 1AS
11 or the relative interpretations.

The following table summarises the effects of the application of IFRS 15 on the individual itemms affected in the income

statement of the Group for the consolidated financial statements at 31 December 2018.

in 2018 without

2018 Reclassifications ~ Considering the effect

of the adoption )
(EUR thousand) of IFRS 15
Revenue 1,023,792 15,090 1,038,882
Cther income 18,349 - 18,349
Total revenue 1,042,141 15,090 1,057,233
Purchases (326,985) - (326,985}
Services and other cperating costs {177,353) (15.04Y) {192,443)
Personnel expense (41,009) - 141,009)
Gross Operating income (EBITDA) 496,794 - 496,794
J:Srr;t;[gsaﬂon, depreciation and impairment of non-current (269.237) _ (269.232)
Operating profit 227,562 - 227,562
Net financial income (expense) (59.394) - {59,394)
Gains {losses) on equity investments (408) - (408)
Profit before taxes 167,759 - 167,759
lncame taxes (45,212) - (45212}
‘Profitfrom continuing operations 122548 - 122548
Profit from discontinued operations 28,432 - 28,432
Profit for the year 150,980 - 150,980
Non-contralling interests {133) - (133)
Profit attributable to the owners of the parent 150,847 - 150,847
Total comprehensive income for the year 135,812 - 135,812

Application of the standard has had na significant effects on the statement of financial position at 31 December 2018
and had no impact on retained earnings and non-controlling interests at 1 January 2018.

As described above, the reason for the different accounting treatment compared to that under 1AS 18 18 Gross or
Net presentation (Principal vs Agent), on the basis of which 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.
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ERG Power Generation S p A, supplies electricity to a limited number of custormers. Revenue for the supply of electricity
largely reflects the component for the sale of the raw material, the component for the transport of electricity and the
component for the dispatching electricity.

For charge-backs to customers for transport and dispatching charges billed by Terna, ERG Power Generation Sp A
assumes the role of Agent since there are different requirements, e.g. primary responsibility for execution of the
agreement falls on the third party, and the entity (ERG Power Generation S.p.A ) does net have any margin in fixing the
prices of the goods or services of the third party.

This change resulted in a decrease in the itern "Revenue” of EUR 15 million in 2018 and a decrease in the related
expenditure classified under services (EUR 15 miilion). 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 measurement of financial assets and liabitities (fogether with the assessment
of non-substantial madifications aof financial liabilities), a new hedge accounting model and, with reference to the
impairment model, the new standard provides that credit losses be estimated by applying the expected credit losses
maodel.

IFRS 9 is 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, i.e. it has been presented according to 1AS 39.
With the adoption of IFRS 9, the Group has also adopted the changes consequent 1o IAS T Presentation of Financial
Statements according to which the impairment losses of financial assets have to be presented in a distinct item of the
income staterment and of the Statement of comprehensive income.

Mareover, the Group adopted the changes consequent to IFRS 7 Financial instruments: disclosures that will be
applied only to the disclosures for 2018, without affecting the comparative information.

The following table summarises the effects, net of taxes, of the adoption of IFRS 9 on the opening balances of reserves

and retained earnings:

Effects of the
adoption of IFRS
9 on the opening
(EUR thousand) balance

Retained earnings

Recognition of the effect of non-substantial modifications to financial hiabitities 7435
Recognition of expected credit losses in accordance with IFRS 9 {885)
Income taxes (1,572)
Effects at 1 January 2018 4978

IFRS 9 maintains the provisicns of 1AS 39 for the classification and measurement of financial liabilities. In contrast, for

financial assets, the new standard eliminates the categories provided for hy 1AS 39, 1.e. held-to-maturity investments,
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loans and receivables and available for sale financial assets.

The adoption of IFRS 9 has no significant effects on the measurement criteria applied by the Group to financial
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 following tabie shows the original measurement categories provided for by 1AS 39 and those introduced by IFRS

9 for each type of Group financial asset at 1 January 2018.

gl clesitaton _New classiaten,  amountcomplan  amount complat

{EUR thausand) with |1AS 39 with IFRS 9
Financial Assets

Derivative instruments ;a;trr\:an\-lueen-tsHedging E%?Lﬁ&rmgmg 17.210 17.210
Other receivables Loans and receivables Amortised cost 247 340 241 340
Cash and cash equivalents Loans and receivahtes Amartised cost 151.022 151.022
Trade receivables Loans and receivables Amortised cost 256.090 256080
Financtal receivables Loans and recevables Amaortised cost 39233 35.233
Equity investments Falr value FVTPL 10 10
Total financial assets 704.905 704.905

IFRS @ - Impairment losses on financial assets

IFRS 9 also replaces the ‘incurred loss’ model under 1AS 39 with an ‘expected credit loss' model (‘ECL). The new
impairment modet! applies to financial assets measured at amortised cost, contract assets and debt instruments at
FVOCI, except for equity instruments. In accordance with IFRS 9, credit losses are recognised earlier than with 1AS 39.

For additional details, please refer to the section "Main accounting pelicies”.

IFRS 9 - Non-substantial modifications of financial liabilities

On the subject of modifications of financial fiapilities that do nat lead to the derecognition, iAS 39 did not provide for
the recognition of any effects in profit or loss, since these are not a substantial modificaticn of the financial liabilities.
IFRS 9, instead, does not allow redetermination of the effective interest rate in relaticn to renegotiation modifications
that do not determine the derecognition (and the consequent recognition of a new lability at fair value) of the
financial liability: the entity has to recalculate the gross carrying amount of the financial asset/liability and recognise
a modification gain or a loss in the profit or loss. The gross carrying ameunt of the financial asset/liability must
be recalculated as the present vaiue of the renegotiated or 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 priginated impaired financial assets).

With the application of IFRS 9, this involves the recognition of a gain or animmediate loss at the date ¢f the modification

of the financial liability, instead of incorporating the changes in future cash fiows by modifying the effective interest
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rate of the financial liability and therefore in interest expense accounted for over the remaining useful life of the
financiai liability, as required by 1AS 39.

During first-time adoption, the effects of the adopticn of the new standard in relation to madifications of financial
liabilities that do not lead to the extinguishment of the original 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 and
related tax effect of EUR 1,784 thousand) for 2015, 2016 and 2017, recognised in equity at 1 January 2018.

There have been nc other changes due to the first-time adoption of IFRS 9 in relation tc the classification and

measurement of financial liabilities.

IFRS @ - Recogrition of hedging transactions (hedge accounting)

The Group decided tc 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 mere qualitative and forward-locking method to the measurement.

The Group uses forward agreements to hedge the variability of the cash flows deriving from the fluctuation of
commodity prices (mainly electricity and natural gas). The effective part of the farr value measurement of hedging
instruments is accumulated in the hedging reserve as a separate component of equity.

In accordance with IAS 39, for all cash flow 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 te IFRS 9, for the currency hedges associated with
the programmed acquisitions of inventories, the amounts accurmulated in the hedging reserve are instead included
directly in the initial cost of the inventories at the time of its recognition. IFRS G applies the same methods to the
accumulated amounts in the reserve for the costs of the hedge.

For an explanation of the hedge accounting procedures applied by the Group in accardance with IFRS 9, please refer
to Note 36 - Financial instruments.

The application of iIFRS g for the accounting of hedging transactions did not entail any effects on the opening equity.

IFRS 9 - Summary of transitional provisions

The changes to the accounting policies deriving from the adoption of IFRS 9 were applied 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 adoption 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 provisions of IFRS 9, but rather those of 1AS 39;
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- the following measurements were made on the basis of the facts and the circumstances in place at the date of

first-time adoption.
- definition of the business model in which a financial asset is included;
- designation of some equity instruments not held for trading n the FVYOC! category.

- when a debt security has low credit risk 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 accounting provisions were applied prospectively, because the Group has nc existing instruments
far which the hedge cost method in relation 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 I1AS 39 at 31 December 2017 met the hedge accounting pravisions of

IFRS 9 at 1 January 2018 and, therefore, they represent continuous hedges.

In addition to IFRS 9 and {FRS 15, listed below are the new amendments and mterpretations issued by the |ASB
applicable to annual renorting 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 to {FRS 4 "Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts”;
= Amendments to 1AS 40 "Transfers of Investment Property”;

- Amendment to IFRS 1 and tAS 28 "Annual improvements to IFRSs 2614-2016 Cycle”;

IFRIC 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 INTERPRETATIONS ENDORSED

BY THE EURUPEAN UNIUN, NOT YET MANUATURILY APPLICABLE
AND NOT ADOPTED EARLY BY THE GROUP AT 31 DECEMBER 2018
Below are the new standards ar amendments to the standards, applicable for annual periods beginning on or after 1
January 2018 and for which early application is allowed.

Below are the Group's updates to the information provided in the iast annual report relating to the standards published

but not yet adopted that could have a significant effect on the consolidated financial statements of the Group.

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. Itis pointed out that the
actual effects of the adoption 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 infermation systerns;
+ the new measurement criteria could undergo changes untit the presentation of the first consolidated financial

statements of the Group of the year that includes the date of first-ime adoption.

IFRS 16 introduces a single model of accounting for leases in the financial statements of lessees according to which
the lessee is required to recognise a right-of-use asset representing its right 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 acceunting procedures for the lessor remain similar to those
foreseen by the standard currently in force, i.e. the lessor continues to classify the lease as operating or finance.

IFRS 16 replaces the current provisions on leases, including IAS 17 - Leases, IFRIC 4 - Determining Whether an
Arrangerment Contains a Lease, SIC 15 - Operating Leases - Incentives and SIC 7 - Evalualing the Substance of

Transactions Involving the Legal Form of a Lease.

As lessee, the Group will recegnise new liabilities for operating leases of land, warehouses, property, equipment,
substations and vehicle flest. The nature of the costs relating to the above-mentioned leases will change because the
Group will depreciate right-of-use assets and interest expense on lease liabilities.

Previously, the Group recognised costs for operating leases on a straight-line basis over the lease term.

No significant impacts are expected for the financial leases of the Group.

On the basis of currently available informaticn, the Group expects to recognise a new liahility for leases and higher
Right of use assets amounting to approximately EUR 60 million at 1 January 2019 related mainly to the Wind business.
The Group does not expect that the adeption of IFRS 16 will influence its ability to compiy with the debt covenants
provided in the loan agreements described in Note 19 In addition, no significant impacts are expected in refation to
the impairment losses of nen-financial assets as a result of the application of the new standard.

The Group intends to apply IFRS 16 from the date of first adoption (i.e. 1 January 2019) using the modified retrospective
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approach. Therefore, the cumulative effect of the adoption of IFRS 16 will be recognised to adjust the opening balance

at 1 January 2019, without stating the comparative information.

In addition to the aforementioned IFRS 16, the following amendments to the standards or to the 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 over income Tax Treatments” (applicable since 1 January 2019);

+ Amendment to 1AS 28 Long-term interests in Associates and Joint Ventures (applicable since 1 January 2019).

STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET

ENDORSED BY THE EUROPEAN UNION

+ Amendment to 1AS 19 Plan Amendment, Curtailment or Settlement (applicable since 1 January 2019);

« Improvements to IFRS 2015-2017 cycle - amendments to IFRS 3, IFRS 11, 1AS 12 and 1AS 23 (entry into force
1 January 2019);

- {FRS 17 Insurance Contracts (applicable from 1 January 2027);

- Amendment to References to the Canceptual Framework in IFRS Standards;

- Definition of business (amendments to IFRS 3 - applicable since 1 January 2020);

« Definition of material (amendments to IAS 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 Staterments include the data pertaining tc ERG Power Generation S.p.A, the Parent, and
the subsidiaries erther directly or indirectly controlled by it. Such control exists when the Group is exposed to the
variable returns deriving from its relationship with the entity, or claims rights on such returns, while having the ability
to influence them by exercising its own power on the entity itself. The financial statements of subsidiaries are included
in the consolidated financial statements from the time the parent company starts exercising control untit 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 eliminates the assets and liabilities of the subsidiary, any third-party
equity investrments and the other equity components relating to the subsidiaries. Any gain or loss deriving from loss of
control is recognised in the profit or loss for the year. Any equity investment held in the forrmer subsidiary is measured

at fair value on the date of loss of control.
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Non-controlling interests, if there are any, are measured in proportion to the related share of identifiable net assets of
the acquired company at the acquisiticn date Changes to the equity investment of the Group in an investee that do

not entall loss of control are recognised as owner transacticns

Equity Investments carried at equity - Associates and joint ventures

Associates are entities over whose financial and management policies the Group exercises significant influence, while
joint ventures are a joint arrangerment wherebyy the Group has rights to the net assets but not rights to the assets and
assuming obligations for the liabilities.

Associates and joint ventures are measured at equity and initially recognised at cost. The cost of the investment
includes transaction costs. The consolidated financial statements comprise the Group’s share of the profits or losses
of the investees recognised at equity until the date on which said significant influence or joint control cease.

Should the Group's share of the losses incurred by an associated company/joint venture exceed the carrying amount of
the investment recognised in the statement of financial position, after fully impairing the carrying amount, a provision
is recognised for the Group's share of the losses to the extent that the Group has legal or constructive obiigations 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.

Investments in consolidated companies

The finarcial statements of subsidiaries used for consolidation purpases were drawn up at 31 December 2018 based
on the same accounting policies adopted by the Group and expressed in Euro.

When preparing the caonsolidated financial statements, the financial statements of the parent and its subsidiaries
are comnbined line by line by adding together like items of assets, liabilities, income and expenses, attributing to non-
controliing interests, under separate items of the statement of financial position and income statement, their portion
of equity and profit or loss for the year. The portion of equity attributable to non-controlling interests is calculated on
the basis of the farr values attributed tc assets and liabilities at the date control was acquired, exctuding any goodwill
allccable to therm.

The carrying amount of investments 1s eliminated against the corresponding portion of equity of the investees,
attributing tc individual assets and liabilities their fair values at the date control was acquired. Any resicual difference,
if positive, is recognised as "Goodwill®, if negative, it is recognised 1n profit or loss as prescribed by IFRS 3 (Business

Combinations).

Intragroup transactions

Application of the "line-by-line” method, aimed at eliminating the effects of all intragroup transactions on the statement
of financial position and income statement, results i efiminaticn of receivables and payables among the companies
included in the conschdation scope, as well as revenue and costs and profits, if significant, originating from sales of

products and assets.
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Translation of financial statements drawn an in currencies ather than the Eurp [ie
Foreign operations) and functional cufrency

ERG Power Generation's consolidated financial statements have been drawn up in Euros, which is the functionai
currency of the Group. The Euro is also the functional currency of the Parent ERG Power Generation S.p.A. and of all
major companies included in the consolidation scope, with the exception of:

- Polish companies;

- Romanian companies;

+ Bulgarian companies;

+ British companies.

The assets and liabilities of foreign operations, including goodwill and adjustments to fair value deriving from the
acquisition, are translated into Eurc using the closing rates. The revenue and cost of foreign operations are converted
into Euro using the exchange rate ruling on the transactions date.

Exchange rate differences are recognised in the Statement of comprehensive income and included in the translation
reserve, with the exception of the exchange rate differences that are attributed 1o non-controlling interests.

Exchange differences arising on a monetary item that forms part of a het investment in a foreign operation are
recognised initially in the Statement of comprehensive income and reclassified from equity to profit or loss in the year
of the disposal of the net investment.

A monetary itern for which settlement is neither planned nor likely to oceur in the foreseeahble future is, in substance, a

part of the net investment in the foreign operation.

The exchange rates used for the translation and the consolidation of financial statements in currencies other than the

Euro
Exchange rate: foreign currency / EUR
Currency Statement of Income Statement @
Financial Position ™
Foland PLN- Zloty 4301 4262
Romania RON - Romanian Leu 4,664 4.654
UK GBP - British Pound 0895 0.885
Bulgaria BGN - Bulgarian LEY 1.960 1960

{") exchange rate at 37 December 2018
{2) average exchange rate in 20°8



3

ERG Power Generation M .

a0
U
0

o

List of groun companies
The following tables show the consolidated companies, those measured using the eguity method, and those
measured at cost

List of companies consolidated on a line-by-line basis:

Registered . Direct Group's (:S::i;:I Equity
office investment investment e me
ERG Power Generation S.p.A
ERG Hydro Srl Genoa 100% 100% 50,000 778,750
ERG Power Sl Genea 100% 100% 5000 186,503
Corni Eclian S.A Constanta (Romania) 100% 100% 152,000 47,212
Jreag Riabhach Wind Farm Lid = Edinburgh {UK) 100% 100% 4 4
ERG Eolica Adniatica Srl Genoa 100% 100% 10 29,895
ERG Eolica Armaroni S.r | Catanzaro 100% 100% 10 4770
ERG Eohca Basilicata S ri Genoca 100% 100% 38 5198
ERG Eolica Calabria Srl Catanzaro 100% 100% 10 117
ERG Eolica Campania S p.A Genoa 100% 100% 120 66,989
ERG Eolica Faeto S.rl Genca 100% 100% 10 7,460
ERG Eolica Fossa del Lupo Sl Catanzaro 100% 100% 50 31,386
ERG Eciica Ginestra S.rl Genoa 100% 100% 10 (522)
ERG Eoiica San Cres Sl Genoa 100% 100% 3,500 20918
ERG Eclica San Vincenzo St Genoa 100% 100% 3.500 16,429
ERG France S.arl ® Pans {France) 100% 100% 1415 1,749
ERG Germany GmbH ™ & Hamburg (Germany) 100% 100% 210 598
ERG Solar Holding 1 S.r.l. Genoa 100% 100% 20 20,707
ERG Eolica Tirrenc Srl. Camporeale 100% 100% 10 30
ERG Eolienne France S.a.s.™ Paris (France) 100% 100% 21,625 25,998
ERG Wind 105 GrmbH Leisnig (Gerrmany) 100% 100% 1 (527)
ERG Wind Bulgaria $.p.A. Genoa 100% 100% 50 26,441
ERG Wind France ? S.a.s. Faris (France) 100% 100% 1097 1.698
ERG Wind French Holdings S.a.5. Pans (France) 100% 100% 1410 (504)
ERG Wind Investments Ltd. Gibraltar 100% 100% 112993 114,155
ERG Wind Neunte GmbH Hamburg (Germany) 100% 100% 25 94
ERG Wind Park Beteiligungs GmbH Hamburg {(Germany) 100% 100% 25 545
ERG wind RE Betaligungs Gmbki @ Hamburg [Germany) 100% 100% 25 18
FEvishagaran Windfarm Ltd 7™ Belfast (UK} 100% 100% - 24
EW Ometa 2 Z.0.0. Warsaw (Poland) 100% 100% 164,698 136,150
Green Vican 3rl Camporeale 100% 100% 119 21,734
i{SAB Energy Solare Sl Genoa 100% 100% 100 (118)
Sandy Knowe Wind Farm Ltd ++ Seebeck House {UK) 100% 100% - (64}
WP France 6 S.a.s. Puteaux (France) 100% 100% 6 (42)

{1} data refernng tc the latest approved financial statements
{2) data expressed in thousands of euros with the exception of the companies Corni Eolian S A | expressed in thousands of RON, and EW Orneta 2
$P Z 00 inthousands of Zloty and Creag Riabhach Wind Farrn Ltd. in thousands of pounds
o (3) ERG Power Generation S p A, holding 100% of the shares of Creag Riabhach Wind Farm Ltd, Evisharagan Wind Farm Ltd and Sandy Knowe Wind
Farm Ltd opted notto audit the financial staterments at 31 Decernber 2018 of the aforesaid company in accordance with Section 479A of the UK
Companies Act 2006
{4) Cs0 Energy S.arl changed 1ts name to ERG France Sarl,
{5) CS0 Energy GmbH changed its name to ERG Germany GrmbH
{6) in December 2018, the company transferred its registered office from Leisnig to Hambury
{7} starting from 30 Novermber 2018, the share capital of ERG Eolienne France S.a s was increased from EUR 21,625 thousand o EUR 61,143
lhousand
1(8) on 25 October 2018, ERG UK Holding Ltd changed its name to Evishagaran Wind Farm Ltd
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Registered ~ Direct _ Group's (g‘p"i;; Equity
office investment investment 0@ e

ERG Salar Holding S r1 1
ERG Solar Holding S.r.l. Genoa 100% 100% 20 29,157
ERG Solar Piemonte 1 8.rl Geneca 100% 100% 10 2029
ERG Salar Piemonte 2 S.ri. Genaa 100% 100% 1Q 811
ERG Salar Piemonte 3 Sri Genoa 100% 100% 10 2,486
ERG Solar Piemonte 4 Srl. Genga 100% 100% 10 412
ERG Saolar Plemonte 5 Srl Genoa 100% 100% 10 2161
ERG Solar Hoiding S.ri.
Calabna Solar S.rl Milan 100% 100% 10 9
ERG Solar Camparia S.r.l Genoa 100% 100% 100 2322
ERG Solar Marche 1 5.rl. Genca 100% 100% 10 532
ERG Solar Marche 2 Srl Genca 100% 100% 10 30
ERG Solar Puglia 1 &ri. Genoa 100% 100% 53 1.788
ERG Solar Puglia 2 &rl. Genoa 100% 100% 100 0
ERG Solar Puglia 35-rl Genoa 100% 100% 110 784
ERG Solar Sicilia S.r Genoa 100% 100% 1,000 1,737
Heliospower St Palermo 100% 100% 59 3,529
Longiano Solar Sri. tifan 160% 100% 708 1,351
SRO55rl. Milan 100% 100% 25 628
ERG Epiienne France S.a s
Eoliennes du Vent Solaire S.a.s Pars (France) 100% 100% 37 (4,498)
Parc Eolien de Lthus S a.s. Fang (France} 100% 100% 1,114 (96)
Parc Eolien de Hetomesnil S.a s Paris (France) 100% 100% 1,114 397
Parc Eolien de ta Bruyére Sa s Paris (France) 100% 100% 1,060 838
Parc Eolicn du Carreau S.as Paris (France) 100% 100% 861 2970
Parc Eolien les Mardeaux Sas. Paris (France) 100% 100% 1,097 (716)
Epuron Energies Renouvelables S.a.s. vincennes (France} 100% 100% 500 3,262
Parc Eolien de |z valleé de Torfou S arl. Vincennes (France) 100% 100% 8 (94)
Parc Folien du Melier Sar Vincennes (France) 100% 100% 3 (883)
Parc Eolienne de la Voie Sacree S.a.s Epinal (France) 100% 100% 74 3320
Pare Eolienne d'Epense S a.s. Epinal (France) 100% 100% 802 1,090
WP France 10 S.a.s. Paris (France) 100% 100% 6 (10}
Epuron Energies Renouvelabies § a.s
Fpuron Sas Vincennes (France) 100% 100% 300 (280)
Caen Renewables Eenergy S.as vincennes {France) 100% 100% 37 1634)
E;:%Eg#\eensq:rlf Charente vincennes {France} 100% 100% 8 5]
Parc Eolien de |a Boeme S.ari vincennes (France] 100% 100% 8 3)
Parc Eolien du Moulin du Bois S.ar | Vincennes (France) 100% 100% 3 4
Parc Eolien des Bouchats S arl. Vincennes {France) 100% 100% 8 4
Eaéfoi(z;‘éns‘_‘d; ﬁamr Maurice vincennes (France) 100% 100% 8 3
Parc Ealien du Pays & Part S.arl Vircennes (France) 160% 100% 8 3
Parc Eolien de Saint Sulpice S ar.l. vincennes {France) 100% 100% 8 6
Parc Eclien du Plateaux de ['Ajoux S.ar! vincennes (France) 100% 100% ] 6
Ssgai?;g;d;:r]erres et vents Vincennes (France) 100% 100% 8 6
Parc Eclien de Porspoder Sarl. Vincennes {France) 100% 100% 8 6

(1) data refernng to the latest approved financial statements

(7} data expressed in thousands of euros
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Registered ~ Direct ~ Group's CS:;:; Equity
office investment investment R me

ERG Wind 105 GmbH
Parc Echende St Riguier 35a s Paris {(France) 100% 100% 37 (798)
Parg Eqlien de St Riquier 4 Sas. Paris (France} 100% 100% 37 {882}
ERG Wind Bulgaria 5.p.A.
Globo Energy EQOD Sofia (Bulgana) 100% 100% 4379 5965
K&S Energy EQQD Sofia (Bulgaria) 100% 100% 3,179 3,465
K&S Energy 1 ECOD Sofia (Bulgaria) 100% 100% 3,023 4437
K&S Energy 2 EQQD Sofia (Bulgana) 100% 100% 3,051 4410
Mark 1 EOGD Sofia (Bulgaria) 100% 100% 4113 5,883
Mark 2 EQQD Scofia (Bulgaria) 100% 100% 4113 5478
VG-1EOOD Sofia (Bulgana) 100% 100% 1,520 2237
VG-2 EQOD Sofia (Bulgaria) 100% 100% 3,034 4,286
VG-3 EOQD Scfia (Bulgaria) 100% 100% 3,057 4224
VG-4 EOOD Sofia (Bulgarna) 100% 100% 2,955 5220
VG-5 EQOD Sofia (Bulgaria) 100% 100% 3,059 4,013
VG-6 EOOD Sofia (Bulgara) 100% 100% 3023 3,964
Wind Park Kavana East EQOD Sofiz (Bulgaria) 100% 100% 505 3,578
Wind Park Kavana West EDOD Sofia (Bulgaria) 100% 100% 175 3719
WP Bulgaria 4 EQOD Sofia (Bulgana) 100% 100% 2157 3,029
£RG Wind France 1 S.a.s.
£RG Wind France 2 S.arl Paris (France) 100% 100% 1 (47}
Cepe Pays De Montbeliard S.n ¢ Pans (France) 100% 100% 365 (3,024}
Cepe de MuratSnc Paris (France) 100% 100% 444 511¢
Cepe de Saint Florentin S.n.c. Paris (France) 100% 100% 25% (4172}
Ferme Eolienne de Teterchen S.a.s Paris (France) 100% 100% 100 2,739
Parc Eolien du Beis de [Arche Sa s Paris (France) 100% 100% 100 4357
Parc Eolien du Bais de Bigot S.a.s. Paris (France) 100% 100% 80 2,351
ERG Wind French Holdings S.a.s.
Parc Eciien de la Chaude Vallee S.ar . Paris (France) 100% 100% 8 (790)
Parc Eclien de Marvilers S.arl. Paris (France) 100% 100% g8 (639)
Parc Eclien de Garcelles-Sacqueville S a s. Paris (France) 100% 100% 37 {925)
Parc Eolien du Patis S a.s. Paris (France) 100% 100% 1164 1,283
Parc Eolien Hauts Mouling Paris (France) 100% 100% 15 (2,266)
Parc Ealien Moulins des Camps Paris (France) 100% 100% 15 2.013)
Parc Eolien de St Rigurer 1 Sas. Paris (France) 100% 100% 37 (1.724)

S.as Société dExploitation du Pare Eglien
de la Souterraine

) 100% 100% 505 {13)
Parc Ealien de Oyre Saint Sauveur Paris {France)} 100% 100% 37 {1,153)
)

Paris (France

Société d'Exploitation du Parc Eolien

leNouvion Sas. 100% 100% 37 (1,218)

Paris (France

ERG Wind Investments Ltd

ERG Wind Holdings {italy) S.r.l. Genoa 100% 100% 212 487,341
ERG Wind MEI 2-14-1 Ltd. London (UK) 100% 100% - 14,042)
ERG Wind MEI 2-14-2 Ltd. London (UK) 100% 100% - {531)

(1} data referring o the latest approved financial staterments
(2} data expressed in thousands of eurps
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Registered Direct Group's Sha_re| Equity
office investment investment cﬁ'f(',t,a me
ERG Wind Holdings {Italy) 5.r
ERG Wind 4 S.rl. Genoa 100% 100% §,633 52,744
ERG Wind Energy Srl Genoa 100% 100% 1,000 44084
ERG Wind Leasing 4 St Genca 100% 100% 10 2495
ERG Wind Sardegna Srl. Genoa 100% 100% 77 45076
ERG Wind Sicllia 6 S.cl Genoa 100% 100% 77 40,793
ERG Wind Sardegna Srl.
ERG Wind Sicitia 2 St Genoa 100% 100% 77 36,403
ERG Wind Sicilha 4 S.r) Genoa 100% 100% 77 11.023
ERG Wind Sicitia 5Sr.l. Genoa 100% 100% 77 16,543
ERG Wind 2000 Sl Genoa 100% 100% 77 22515
ERG Wind Sicitia 6 S.r.l.
ERG Wind 6 Srl. Genoa 100% 100% 77 40815
ERG Wind Sicika 3 5ri Genoa 100% 100% 77 297299
ERG Wind MEI 2-14-1 1td
ERG Wind MEG 1 LLP ™ London (UK) B0% 100% 33,768 42,769
ERG Wind MEG 2 LLp @ London (LK) 80% 100% 28010 33,260
ERG Wind MEG 3 LLP™ London (UK) 80% 100% 33585 39,068
ERGWind MEG 4 LLP"? London {UK) 80% 100% 29,721 35,648
£RG Wind Park 8etedigungs GmbH
ERG Wind 117 GmbH & Co. KG Leisnig (Germany) 100% 100% 1 {585)
Voitwerk Energy Park 8 GmbH & Co. KG Leisnig (Germany) 100% 100% 1 (1,966)
Voltwerk Windpark Worbzig GmbH & Co. KG Leisnig (Cormany) 10N% 100% - 889
\éc[n)lt\;grk Windpark Beesenstedt GmbH & Leisrig (Germarty) 100% 100% _ 1873
Windpark Cottbuser Halde GmbH & Co. KG Leisrug (Germany) 100% 100% 5 {6.034)
Windpark Achmer Vinte GmbH & Co KG Leisnig (Germany) 100% 100% 7,500 (2,247}
ERG Wind Dobberkau GmbH & Co KG Leisnig (Germany) 100% 100% 5 (2,111)
ERG Wind Herrnersberg Gmbh & Co KG Lersnig (Germany) 100% 100% 1 {664)
ERG Wind Ober Kostenz GmbH & Co. KG Leisnig (Germany) 100% 100% 1 {1573)
ERG Wind WB GmbH & Co KG Leisnig (Germany) 100% 100% - {1,209}
ERG Wind Welchweiller GmbH & Co. KG Leisnig {Gerrmany) 100% 100% 5 (1,479)
ERG Wind Weselberg GmbH & Co KG Leisnig (Germany) 100% T00% - 1,076
Windpark Linda GmbH & Co. KG Kassel {Germany) 100% 100% 0 8)
EWCmeta?2 200
Blachy Pruszynsky-Energy SR 2.0.0. Warsaw (Poland) 100% 100% 53,001 40,400
Hydro Inwestycle SP Z.00 Warsaw (Poland) 100% 100% 40,004 32412

(1) data refernng to the latest approved financial statements

(2) data expressed in thousands of euros with the exception of the compames Blachy Pruszynsky-Energy SF Z.0 0 and Hydro Inwestycje SP. 2.0.G,

whose data 15 expressed in thousands of Zloty

{3} the remaining 20% is held by ERG Wind MEI 2-14-2
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List of equity investments measu-ed us ng the equty method:

. . , Share . Carrying
Registered Direct Group'’s " Equity
Company office investment investment Cg?(l:t)al e 315_2"2 "2"3!' 8
ERG Power S.r.).
Priolo Servizi S.Cp.A 3 Melilh 23.7% 237% 28,100 54,064 12,918
Associates 12,918

{1) data referred to the accounting records at 31 December 2018 prepared for the purposes of measurement at equity
(2) data expressed in thousands of euros
(3) the consortium company 1s subject to joint control with ISAB S 1| and the other sharehalders of the Versalis S p A Group and Syndial

List of companies recognised at cost:

. , Share . Carrying
. Direct Group’s " Equity

Company Registered office i : Capital W amount

investment investment e ne 31.32.2018
ERG Power Generation S_p.A.
Creggan Wind Farm Limited & Seebeck House (UK} 100% 100% - - -
Eolico Troina S.rl. in liquidation Palermo 99% 59% 20 232 25
ERG UK Holding Ltd & Edinburgh (UK) 100% 100% n.d. nd. -
Longburn Wind Farm Ltd Seebeck House (UK) 100% 100% 0 - 313
Subsidiaries 338
ERG Eolienne France S.a.s.
E::%Egi'?;f Saint-Loup Vincennes {Francia) 100% 100% nd nd. 8
Parc Eolien du Puits Gergif S.ar.l.  Vincennes {Francia) 100% 100% n.d. ng. 8
Parc Eclien du Plat del . 5
Perche S.arl ateau de a Vincennes (Francia} 100% 100% n.d n.d. 8
Parc Eclier des Boules S.ar.l. Vincennes (Francia} 100% 100% n.d. nd 8
ERG Development France 5.a s Panigi 100% 100% nd. nd 10
Subsidiaries 40
ERG Pawer Generation S.p.A.
Rigghill Wind Farm Limited Seebeck House (UK) 50% 50% - - 236
Joint ventures 236
TOTAL 614

(1) data referning to the latest approved financial statements

(2} data expressed in thousands of euros

(3) n view of the deficit of ERG Petroleos, a provision for nisks on equity investments of approximately EUR & milion has been set up

(4) Brittsh company established on 10 December 2018

(5) ERG Power Generation S.p A, halding 100% of the shares of ERG UK Holding Ltd, opted not to audit the financial statements at 31 Decermber
2018 of the aforesaid company in accordance with Section 4794 of the UK Companies Act 2006

The subsidiaries recognised at cost are not consolidated line-by-line because their size is not significant or they are

not yet operational.
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The main transactions carried out invalving the Group’s eatity investments are summarised Gelow.

Gn 12 January 2018, ERG Power Generation S.p.A ., completed the acquisition of 30 photovoltaic plants, entered into
operation between 2010 and 2011 and focated in 8 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 details, please refer to the comments provided in the Change to the consalidation scope.

On 12 January 2018, ERG Power Generation, through its subsidiary ERG Windpark Beteiligungs GrmbH, signed an
agreement with the Vortex Energy group for the acquisition af 160% of Windpark Linda GmbN & Co. KG, a company
that holds the permits for the construction of a wind farm in Germany with 21.6 MW of power and an estimated
praduction speed of approximately 50 GWh per annurm, equal to approximately 39 kt of avoided CO, emissions. Far

more details, please refer to the comments provided in the Change to the conselidation scope.

On 7 March 2018, following the sale process started at the end of 2077, ERG Power Generation S.p.A. 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 County Londonderry, Northern Irelard, by ERG and TCI Renewables Ltd. For mare details, please refer 1o the

comments provided in the Change to the consolidation scope.

0On 21 March 2018, following the non-contralling investar's waiving of the right of first option, ERG Power Generation,
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 twa cormpanies owning two wind farms with a tetal capacity of 16.25 MW {Parc Eclienne de la Voie Sacrée
S.a.s with 12.0 MW, which came inta operation in 2007, and Parc Eclienne d'Epense S a.s. with 4.25 MW, which came
into operation in 2003).

Through its subsidiary ERG Ealienne France S.a s, on 3 August 2018 ERG Power Generation purchased the residual
25% of the share capital of Parc Eolienne de la Voie Sacrée S.a.s and Parc Eolienne d'Epense S.a.s. from Renvico
france S.as.

Far mare details, please refer to the comments provided in the Change ta the conselidation scope.

On 27 April 2018 ERG Power Generation S.p A, finalised an agreement with Global Wind Power France, a company
owned by Global Wind Power Europe and Fred Olsen Renewables, to acquire from Wind 1019 GmbH 100% of
WP France 10 S.a.s., the holder of rights, permits and authorisations far a 6.9-MW wind farm project. The project has
already obtained all the necessary building authorisations; connection to the network is scheduled during Q4 2027
and the coming on stream by December 2027

The wind farm will be located in Northern France, in the vicinity of ERG's other wind farms, and will benefit from the

incentive tariff (2016 FiP) for a period of 15 years. Qutput is forecast at approxmately 15 GWh/y.
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The estimated investment required to build the wind farm s approximately EUR 10 million, including the amount paid

to purchase the project.

On 15 May 20118, ERG Power Generation S.p.A., finalised an agreement with Impax New Energy Holding Cooperatief

W A, a Dutch company owned by Impax New Energy Investaors Il, to acquire:

- Pare Eolien 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-in-tanff (FIT) for a period of 15 years following its coming on
stream, which tock place in November 2016;

- Parc Eolien de la Vallée de Torfou S.a.s., owner of an 18-MW wind farm 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 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 commments 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 Farm 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 preduction - cnce fully operational - of around 250 GWh per year, equal tc over 3,000 equivalent hours and
approximately 147 Kt of avoided CO, emissions.

For more details, please refer to the comments provided in the Change to the consolidation scope.

Through its subsidiary ERG Eolienne France S.a.s, on 3 August 2018 ERG purchased 25% of the share capital of
Parc Eolienne de la Voie Sacrée S.a s. and Parc Eolienne d'Epense 5.a.5. from Renvico France Sa.s. The investees
own two wind farms with a total capacity of 16.25 MW and which became operational in 2007 and 2005, respectively,

while 75% of the share capital of the companies had already been acquired from Vent d'Est in the first quarter of 2018,

On 3 August 2018, ERG and Quercus Assets Selection Sarl, a European fund focusing on renewable source
investrments with over EUR 350 million in assets under management, signed an agreement for the setup of public
limited company ERG Q Solar1, with registered office in Genea, in which ERG has a 60% interest and the Quercus

ltalian Solar Fund segment 40%, with the aim of consolidating the Italian photovoltaic market.
On 10 December 2018 the British company ERG UK Holding Ltd. was established.
On 31 December 2018, the follewing French companies were established: Parg Eclien de Saint-Loup sur Cher S arl.L,

Parc Eolien du Puits Gergil S arl, 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 market, as from the Interim Directors’ Report at
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30 September 2018, ERG UK Holding Ltd. (renamed Evishagaran Wind Farm Ltd. in October 2018) and Sandy Knowe
wWind Farm Ltd. are ajso consolidated line by line. These companies own two already authorised development projects
of 35 MW and 49 MW, raspectively, in the United Kingdom and were greviously measured using the cost method since

therr size is not significant dimensions and they are not yet operational.

The following transactions under common contro! also tock place:

With effect from 1 January 2018:

- the assets belonging to the French branch of ERG Power Generaticn S.p.A. were transferred to CS0 Energy S.ar i,
which, on the same date, consequently increased its share capital to EUR 2,000,000.00 and changed its name to
ERG France S.arl,;

« the assets belonging to the German branch of ERG Power Generation $.p.A. were transferred to CSO 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 1o the existence of restrictions and guarantees on the eqguity investments held by the Group, please refer

1o Note 19 - Covenants and negative pledges.
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CHANGE IN THE CONSOLIDATION SCOPE

o ForVei'" EPURON? Vent d'Est’® Creag Riabhach WP France 6
(Migfiaia di Euro) Wind Farm Ltd, S,as, @
Intangible assets 122,599 30.664 3945 22,468 3915
Goodwill - 22,336 - - -
Property, plant ang equipment 235,156 24726 9132 - 2075
Equity investments - - - - -
Other financial assets 4948 131 £9G - {6,466)
Deferred tax assets 4214 - 116 - -
Other non current assets - - - - -
Non-current assets 366917 77,857 13,892 22,468 {476)
Inventories - - - - -
Trade receivables 16,595 340 742 - -
Other currentassets 12,346 2,964 47 63 419
Current financial assetg* - - - -
Cash and cash eguivalents* {92,556} {372161) {2.066) (9,910) m
Current assets (63,516) (33,856) %,277) {9,847) 520
Asset held for sale - - - - -
TOTAL ASSETS 303,301 44,000 7615 12,621 44
Equity - - (549) Q) 0
Employee benefits - _ - _

Deferred tax laoiities 34,447 7628 690 - -
Frowvision far risk and Charges - non _ _
current portion 8132 200 661

Non-current financial Labilities* 240,571 29,549 5,653 11,934 24
Other non-current liabilities 5,356 - - - -
Naon-current liabilities 288,501 36,778 7,004 11,934 24
Provision for nsk and charges - current - 150 - - -
portian

Trade payables 3,638 6,108 353 - 20
Current financial habiliyes* 9,576 601 806 584 -
QOther current latuliieg 1,586 363 - 3 -
Current liabilities 14,800 7,222 1,159 GA7 20
Liabilities associated with asset helid

tor sale

TOTALEQUITY AND LIABILITIES 303,301 44,000 7,615 12,621 44
*lmpact on Net Financial Position (342,703) {67.312) {13,526) (22,528) 78

Brockaghboy Windfarm Ltd. Sate

Impact on Net Financial Position
Directors’ Report

1) 18 Italian companies from VEI Green Sr), - "ForVer” business combination

2) 15 French companies from impax New Energy Holding Caoperatief W.A, - "EPURON" business combination

3) 2 Frenck comrpanies fram Vent d'Est - "Vent d’Est” business combination

4) 1 Scottish company - business combination "Creag Riabhach’

5} the effects of the line-by-line consclidation of equity nvestments previously measured using the cost method since they were not of a significant size |SAB Energy Solare] or
not yet operational (WP France 6, Evishagaran Windfarm Ltd,, Sandy Knowe Wind Farm Ltd,, WP France 10 5.a,5,)

6) 1 German company from Vortex Energy. not significant

7) impact of intercompary entries following the line-by-ling consohdation of the Companies as from 1 January 2618, 1t)s noted that the Company was acquired on 22 Decermber
2016
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ISAB Energy Evishagaran  Sandy Khowe Wind WP France 10 Linda® TOTAL
Salare™ Windfarm Ltd, ' FarmLd, ™ 5,2,8,"”"

22 4,169 796 1,786 13 190,378

- - - 22,336

2,570 194 94 19 182 274,247

(394) - - - - (394)

- (4 332) '(865) - - {5.886)

- - - - - 4,330

2,198 30 24 1,905 195 485,011

41 - - - - 4

93 ~ - - - 17,770

375 77 - g7 7 16,685

180 58 189 (456) ) (146,623

489 135 189 {69} & (112,126)

2,387 165 213 1,837 200 372,885

(122} - - i -~ 70

- - - - - 42161

- - - - - 8,993

2,590 - - 219 - 290,541

- - - - - 5356

2,590 - - 219 - 347,051

- - - - - 150

58 3 22 1409 148 1,787

361 135 {23) 208 52 12,401

- - 215 - - 2167

99 165 213 1617 200 26,504

2,887 165 213 1,837 200 372,885

2,771} N 212 (883) (54) {449,565)

105,740

(343,825)
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The effects of the main transactions carried cut involving the Group's equity investments shown in the previous table

are detailed below.

“FORVEI" BUSINESS COMBINATION

On 12 January 2018, ERG, through its subsidiary ERG Power Generation Sp A, completed the acquisition of 30
phctovoitaic plants, entered into operation between 2010 and 2011 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 to approximately EUR 345 millicn. 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 (EUR

1.7 million) and, for the remainder, in the income statement of these consolidated financial statements.

Determination of the total acquisition price
The acquisition price was EUR 107.5 million of which EUR 69.5 million for acquisition of 100% of the share capital
of the target companies and EUR 38 miillion for the repayment of outstanding loans at the date of the acquisition of

control of the target company.
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Measgrement of the assets and lrahilities of the busiress cambination

al the acquisition date and upon aliocaton of the acquisition price

The accounting treatrrent for the acquisition represernted below has been canfirmed:

Acquisition Adjustment to the Impact
(EUR thousand) situation acquisition situation of consolidation
Intangibie assets 1716 120,883 122,599
Goodwill - - -
Property, plant and equiprment 235,156 - 235,156
Equity investments - - -
Other financial assets 4,948 - 4,948
Deferred tax assels 47214 4214
QOther non-current assets - - -
Non-current assets 246,034 120,883 366,917
Inventones - -
Trade receivables 16,595 - 16,585
Other gurrent assets 12,346 - 12,346
Current financial assets* - - -
Cash and cash equivalentg* 14,943 (107,499) (92,556)
Cutrent assets 43,883 {107,499) {63,616)
TOTAL ASSETS 289917 13,384 303,301
Equity atiributable to the owners of the parent (17,689) 17,689 -
Employee henefits - - -
Deferred tax iablities 716 33726 34,442
E;%is;]on for risk and charges - non current 8122 - 8132
Non-current financial liab/lities* 240,571 - 240,571
Qther non-currant liabilities 5356 - 5356
Non-current (iabilities 254,775 33,726 288,501
Provision for nisk and charges - current portion - - -
Trade payables 3638 - 3638
Current financial liabilities* 47,608 (38,032) 9,576
Other current liabilities 1,586 - 1.588
Current liabilitles 52,832 (38,032) 14,800
TOTAL EQUITY AND LIABILITIES 289,917 13,384 303,301
*Impact on Net Financial Position (273,236) (69,467) (342,703)
Cash and cash equivalents used 107,499
Defarred payrments _
Loans of the acquired entity paid back (38,032}
Acquisition price 69,487
Fair value of net assels acquired (69,467)

Goodwill
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The a-au=ine figeres column shows the opening balances determined on the basis of the accounting records at

the date of first consclidation (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 the related accumulated depreciation;

- other financial assets: assets arising during the drafting of the acquisition situation in view of which a liability of

equal amount has been allocated to provisions for non-current risks and charges;

- deferred tax assets: relating to non-deductible interest expense;,

- trade receivables relative to the sale of electricity and the feed-in premium;

- other current assets: mainly VAT assets;

cash and cash equivalents: cash on hand held in current accounts;

- deferred tax liabilities related to dismantling expenses;

« provisions for non-current risks and charges related te dismantling expenses and to special indemnities arisen

upen preparing the acquisition report,

+ non-current financial liabilities: medium-long term portion of bank borrowings for project financing;

other non-current liabikties: mainly in 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 VE| Green S.p.A.

in the 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 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 to the allocations to intangible assets described above,

current financial liabitities: 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 Annual Financial

Report, the acquirees contributed te the Group's income statement with revenue of EUR 38.4 million and an operating

profit of EUR 8.5 million.
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"EPURON" BUSINESS COMBINATION

On 15 May 2u18, ERG Power Generation S.p.A. closed the acquisitian from Impax New Energy Holding Cooperatief

WA of

+ Parc Eolien du Melier $.a.s5., owner of an 8-MW wind farm with expected output of approximately 23 GWh,;

+ Parc Eolien de la Vallée de Torfou $.a.s., owner of an 18-MW wind farm currently under construction with
estimated average output of 48 GWh, scheduled to come on strearm by the end of 2018;

- Epuron Energies Renouvelables $.a.s., which owns a pipeline of approximately 750 MW.

In terms of Enterprise Value, the total consideration amounts to EUR 57 miflion, of which around EUR 17 million
pertaining to the Project Financing cutstanding at 31 December 2017. The agreement, insofar as concerns the
pipeline, also provides for an "earn-out” mechanism in favour of the Seller for a total of appreximately EUR 5 million

This Report reflects the impacts of the consolidation of the companies acquired as from 30 June 2018,

Determination of the total acquisition price

The acquisiticn price was EUR 41.9 mifion of which EUR 36.8 million for the acquisition of 100% of the acquirees and
EUR 5.1 million for the takeover of the sharehalders' loan.

The agreement, insofar as concerns the pipeline, also provides for an "earn-out” mechanism in favour of the Seller for
atotal of approximately EUR 5 milflion.

The acquisition-related costs incurred to finalise the transaction of EUR 0.5 million were excluded from the
consideration transferred and recognised both in the 2017 income statement for the amount of EUR 0.2 million and in

the 2018 income statement under services and other costs for the amount of EUR 0.3 million.
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aliocalion of tne acquisikion price
The acquisition was recognised 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 Financiat Report and are shown in the

table below:

Acqustion  Prmieonaismets  impact
{EUR thousand) situation column of consolidation
Intangible assets 5772 24,892 30,664
Gooedwill - 22336 22,336
Property, piant and equipment 24726 - 24,726
Equity investrments - - -
Other financial assets 131 - 131
Deferred tax assets - - -
Other non-current assets - - —
Non-current assets 30,629 47,228 77,857
Inventories - - -
Trade recevanles 340 - 340
Gther current assets 2364 - 2964
Current financizl assets* - - -
Cash and cash equivalents* 4719 (41.880) (37.161)
Curtrent assets 8,024 (41,880) {33,856)
TOTAL ASSETS 38,653 5,348 44,001
Equity attributable to the owners of the parent (3,439) 3,439 -
Emplcyee benefits - - -
Deferred tax liabilities 59 6,970 7.029
E;t:xi{;s;m for risk and charges - non current 200 _ 200
Non-current financial liabilities* 29,545 - 29,549
Other non-cutrent liabilities - _ _
Non-current liabilities 29,809 6,970 36,778
Prowision for risk and charges - current portion 150 - 150
Trade payables 6,108 - 6,108
Current financial iabilities* 5,662 (5061) 601
Other current iiabilities 363 - 363
Current liabilities 12,283 (5,061) 7,222
TOTAL EQUHTY AND LIABILITIES 38,653 5,348 44,000
*Impact on Net Financial Position (30,493) (36,819) (67,312}
Cash and cash equivalents used 41,880
Deferred payments -
Loans of the acquired entity paid back (5,087)
Acguisition price 36,819
Fair value of net assets acquired (14,483)
Goodwill 22,336

1 Current values were 1dentified as the value In use calculated with the discounted cash flow methad
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The Acauisinon figures column shows the opening balances determined eon the basis of the aceounting 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 consolidation:

+ intangible assets: the item comprises the value of the concessions recorded 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 electricity;

other current assets: mainly VAT assets;

cash and cash equivalents: cash on hand held in current acceunts;

provisions for non-current risks and charges related to dismantling expenses,

non-current financial liabilities: medium-long term portion of bank borrowings for project financing and the

contractually agreed Earn Out resulting from the acquisition of the companies within the scope;

provisions for current risks and charges relating to employees;

.

trade payables: mainly related to the investments made for the construction of plants in progress at the date of this
document;
~ current financial liabilities: mainly the short-term portion of bank borrowings for project financing and finangial

payables to the previous parent;

other current liabilities: related to payables due to employees.

in the Pravisional adjustments to the acquisition figures column:

+ intangible assets. capital gain allocated upon recognition of the acquisition; this capital gain was allocated to the
concessions;

+ cash and cash equivalents: amount paid far acquisition;

- deferred tax liabilities related to the aligcations referred to above;

» current financial liabilities: amount related to the "earn-out” mechanism in the Seller’s favour for a maximum amount

of approximately EUR 5 miltion.

Temporary determination of residual goodwtil
The difference between the total acquisition price and the net value of the acquired assets and liabilities was

recognised residually as gocdwill.

Total acquisition price 36,819
Adiusted EPURCN equity 14,483
Goodwill 22336

With regard to the definition of the total price of the acquisition, please refer to the previous paragraphs.
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In the period between the date of first consolidation (30 June 2018} and the reporting date of this Annual Financial
Report, the acquirees contributed to the Group's income staterment with revenue of EUR 1 million and an operating

loss of EUR 0.9 million.

“VENT D’EST" BUSINESS COMBINATION

On 21 March 2018, following the non-controlling investor's waiving of the right of first option, ERG Power Generation
S p.A., via its subsidiary ERG Eclienne France Sas, completed the acquisition from Vent d'Est S.a.s. of 75% of the
share caprtal of two cormpanies awning 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 in 2007, and Parc Eclienne d'Epense S.a.s. with 425 MW,
which came into operaticn in 2005).

Through its subsidiary ERG Eolienne France Sa s, on 3 August 2018 ERG purchased the residual 25% of the share

capital of Parc Eclienne de la Voie Sacrée S.a.s. and Parc Eclienne d'Epense S.a.s. from Renvico France S.a.s..

Determination of the total acquisition price

The acquisition price was EUR 7.7 millien of which EUR 6.4 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 excluded from the consideration transferred and recognised in the 2018

income statement in the amount of EUR 0 2 millicn under services and other costs.
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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 Report and are shown in the

table below:
Acquisition Adjustment to the Impact

(EUR thousand) situation acquisition situation of consolidation
Intangible assets 1618 2328 3.945
Goodwili - - -
Property, plant and equipment 9132 - 8,132
Equity investments - - -
Other financial assets 699 - 699
Deferred tax assets 116 - 116
QOther non-current assets - - -
Non-current assets 11,564 2,328 13,892
Inventories -
Trade recevables 742 - 742
Other current assets 47 - 47
Current financial assets* - - -
Cash and cash eguivalents* 587 (7.654) (7,066)
Current assels 1,377 {7.654) (6,277)
TOTAL ASSETS 12,991 (5.326) 7615
Equity attributable to the owners of the parent 4,209 (4,758) (549)
Employee benefits - - -
Deferred tax havilities 38 652 690
E;%gl?n for risk and charges - non current 561 - 661
Non-current financial liabilities* 5,653 - 5653
Other non-current liabilities - - :
Non-current liabilities 6,352 &§52 7,004
Provision for risk and charges - current porton - - -
Trade payables 353 - 353
Current financial fabifities* 2,026 (1.220) 856
Other current liabilities - - -
Current liabilities 2,379 (1,220) 1,159
TOTAL EQUITY AND LIABILITIES 12,941 (5,326) 7,615
*Impact on Net Financial Position (7.092) (6,434) {13,528)
Cash and cash eguivalents used 7,654
Deferred payments -
Loans of the acquired entity paid back (1,220)
Acquisition price 6,434
Fair value of nat assets acquired (6.434)
Goodwill -

2 Current values were dentified as the value in use calcuiated with the discounted cash flow rmethod
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The A~cuisitiar 54725 column shows the cpening balances determined on the basis of the acceunting records at

the date of first consolidation (1 January 2018) of the acquirees:

+ intangible assets: reiated to wind farm development costs;

- property, plant and equipment: wind farms recognised at the cost of acquisiton including ancillary costs and costs
directly attributable to the asset and adjusted by the related accumulated depreciation;

- other financial assets. these refer to deposit accounts;

- trade receivables: relative to the sale of electricity;

» provisions for risks and charges - non-current portion: these refer rainly to plant dismantling costs;

- non-current financiaf liabilities: these refer mainly to bank borrowings for project financing;

- trade payables: to third-party suppliers;

current financial liahilities: these refer to the shareholders’ loan.

In the Adjustments to the acquisition situaticn column:

- intangible assets: capital gain allocated upon recognition of the acquisition; this capital gain was allocated to the
concessions and 1s determined using valuation methodolegies 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 acquisiticn of control

of the target company.

Vent d'Est contribution in 2018
In the period between the date of first consclidation (1 January 2018} and the reporting date of this Annual Financiai
Repert, the acquirees contributed to the Group's income statement with revenue of EUR 2.9 million and an operating

profit of EUR 0.8 mitlion,
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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 Ltd,,
a Scottish company holding authorisation for the construction of a wind farm in Scotland, north of Inverness in the
county of Sutheriand. The wind farm will consist of 22 turbines for an approved capacity of 76.2 MW and estimated
energy production - once fully operational - of around 250 GWh per year, equal to over 3,000 equivalent hours and
approximately 147 Kt of avoided CO, emissions.

Works for the construction of the wind farm are expected to start in 2020, and the entry into operation, following the
finalisation of the connection to the national grid, is expected by March 2022. The wind farm wilf 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 mithon (around EUR 98 miltion at the current exchange rate), already including the
armount paid to purchase the equity mvestment.

With this project, ERG strengthens its process of organic growth abroad and in the UK in particular, where the secured
construction capacity goes from 84 MW to 163 MW and, fcllowing the recent acquisitions in France, raises the
secured capacity with regard to the totai objectives of the Plan, increasing from 40% to approximately 70%.

The project, in line with ERG's industrial 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, Procurernent and Asset

Management, maximising their value.

Determination of the total acqulsition price

The acquisition price was EUR 21.9 milion of which EUR 20.9 million for acquisition of 100% of the share capital of the
target companies and EUR 0.9 millicn for the repayrment of outstanding loans at the date of the acquisition of control
of the target company.

The price already paid at the date of the present consolidated financial statements amounts to EUR 9.9 million and the
deferred component of EUR 11.9 million is recorded among nan-current financial liabilives.

The transaction costs of EUR @ 5 million were excluded from the consideration transferred and recognised in the 2018

income statement in the amount of EUR 0.5 million under services and other costs.
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The acquisition was recognised cn a provisional basis; the current values? of the acquired assets were determined cn

the basis of the best estimate avallable at the preparation date of this Annual Financial Report and are shown in the

table below:
cution (e acaukion s o e

{EUR thousand) calumn
Intangible assets 1,490 20978 22,468
Goodwill - - -
Property, plant and equipment - - -
Equity Investments - - -
Other financial assets - - -
Deferred tax assets - - -
Other non-current assets - - -
MNon-current assets 1,450 20978 22,468
Inventories - - -
Trade receivables - - -
Other current assets 63 - 63
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 benefits - - -
Deferred tax liabilities - - -
Provision for rigk and charges - non current _ _ _
portion

Non-current financial liabilities* - 11934 11,534
Other non-current liabilives - - -
Non-current liabilities - 11,934 11,934
Provision for risk and charges - current portion - - -
Trade payables - - -
Current financial liabilities* 1601 @17 684
Other current liabilities 3 - 3
Current liabilities 1,604 (917) 687
TOTAL EQUITY AND LIABILITIES 1,565 11,056 12,621
*mpact on Net Financial Position (1,589) {20,939) {22,528)
Cash and cash equivalents used G922
Deferred payments 11,934
Loans of the acquired entity paid back 917)
Acquisition price 70,839
Fair value of net assets acquired (20,939)

Goodwill -

3 Current values were identified as the value in use calcuiated with the discounted cash flow method
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The Acquisition figures column shows the opening balances determined on the basis of the accounting records at
the date of first consalidation (30 September 2018} of the acquirees:
+ intangible assets: development costs of the farm;

« current financiat habilities: these refer to payables to the previous shareholder;

In the Provisional adjustments to the acquisition figures column:

- intangible assets: capital gain allocated upon recognition of the acquisition; this capital gain was allocated 1o the
concessions 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

= non-current financial liabilities include the deferred component for the acquisition, amounting to EUR 11.9 million.

- deferred tax liabilities related to the allocations referred to above;

- current financial liabilities: referred to the repayment of outstanding Joans 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 consclidation (30 September 2018) and the reporting date of this Annual
Financial Report, the acquiree did not pravide a significant contribution to the Group's income statement, as the wind

farm was under construction.

SALE OF BROCKAGHBOY

On 7 March 2018, following the sale process started at the end of 2017, ERG Power Generation Sp.A. 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
County Londonderry, Northern Ireland, by ERG and TCi Renewables Ltd. The wind farm, for which construction work
began during the second quarter of 2016, became fully operaticnal at the end of 2017.

The enterprise value of the transaction amounts to approximately GBP 163 million. The proceeds were split hetween
ERG and TC/, as stipulated in the Development Service Agreement signed at the time of acquisition of the ready-to-
build project: the total cash-in for ERG was approximately GBP 95 million (EUR 106 million), of which approximately
GBP 70 million (EUR 76 million) fuity covered the investments made by ERG to acquire the project and build 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 relaticn to the net sale price;

- recognition of the reahsed capital gain of EUR 26 million, net of the related tax effects and of other ancillary

companents.
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in view of the sale process under way, it is noted that the results relating to the assets being sold were presented
separately in the Notes to the 2017 Consclidated Financial Statemenits 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 operaticns, in line with the approach already adaopted in the Directors’ report in the 2017 annual report.

The impact of the deconsolidation of the company is summarised below:

Derecagnitian Sale fmpact

(EUR thousand) Assets Price of deconsolidation
Intangible assets (7.000) (7,006}
Goodwill - - -
Property, plant and equipment (70,027} - {(70,027)
Equity investments - - -
Other financial assets - - -
Deferred tax assets - - -
Other non-current assets - - -
Non-current assets (77,027) - {77,027)
Inventories - -
Trade receivables {4,336) - (4,336)
Other current assets (228) - (228)
Current financial assets* - - -
Cash and cash equivalents* - 53788 53,788
Current assets (4,564) 53,788 49,224
TOTAL ASSETS {81,591) 53,788 (27,803)
Equity attributable to the owners of the parent {26,898) 53,788 26,890
Employee benefits - - -
Deferred tax liabilities - - -
Prowvision for risk and charges - non current (1.370) _ (1.370)

portion
Non-current financial habilities* - - -

Other non-current liabilities B - -

Non-current liabilities {1.370) - (1,370)
Pravision for risk and charges - current portion - - -

Trade payables - - -

Current finrancial liabifities* (51952) - (51952)
Other current liabilities (1.372) - (1,372)
Current liabilities (53,324) - (53,324)
TOTAL EQUITY AND LIABILITIES (81,591) 53,788 (27,803)
*Impact on Net Financial 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 26 million.
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IFRS 12

The new IFRS 12 "Disclosure of Interests in Other Entities” includes all disclosure provisions previously included in
iAS 27 pertaining to consolidated financial staterents, as weil as aii disclosure requirements of (AS 31 and of (AS 28
pertaining to the investments of an entity in subsidiaries, joint ventures, associates and structured entities and it also
provides new disclosure cases.

The objective of the standard is to require an entity to disclose information that enables users of its financial statements
to evaluate the nature of, and risks associated with, its interests in other entities and the effects of those interests on

its financial positicn, financial performance and cash flows.

Measurements 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 majority of the votes that can he 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 entities
over whose activity the Group has joint control as defined in |AS 28 - Investments in Associates and Joint Ventures.
The companies designated as asscciates in the paragraph List of Group companies are enfities over whose activity

the Group has joint control as defined in IAS 28 - investments in Associates and Jeint Ventures.

Investments In subsidiaries

For informatian about the Group’s compaosition, please refer ta the Consalidation scape.

With regard to the nature and extent of restnctions to the Group’s capabiiity to access or use assets and 1o settle
liabilities, please refer to Note 19 - Covenants and negative pledges.

The conseguences of the changes in the investments 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 distribution of dividends or ather distributions of capital, the project
financing agreements provide that the distribution of the available portions of equity to the shareholders is subject to
compliance with the conditions prescribed by such agreements, which impose the attainment of determined financial
coverage ratios and the absence of default situations. Details of the constraints and of the carrying amounts of the
assets and liabilities to which such restricticns apply by individual company are given in Note 19 - Covenants and

negative pledges.

Investments in assoclates
For the purposes of the disclasure of the nature, extent and financial effects of the Group's interests in associates,

please refer ta the List of Group companies section.
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Summary of nair income statemant data

Priolo Servizi

(EUR thousand) 31/12/2018 3220017
Property, plant and equipment 70,897 74,29
Intangible assets and Goodwill - 5
Equity investments and Other non-current financial assets 37 38
NON-CURRENT ASSETS 70,934 74,335
Inventories 1,539 1,350
Trade receivables 9,164 5182
Trade payables 13.8M1 10,196
Excise duties payable to tax autherities - -
NET WORKING CAPITAL 3,109 3,664
Post-employment benefits 366 457
Other assets 2207 1,859
Other habilities 2,646 2,284
NET INVESTED CAPITAL 67,020 69,789
Eguity 54,621 54,069
Financial indebtedness 12,399 15720
EQUITY AND FINANCIAL DEBT 67,020 69,789

2018 2017
Revenue from sales and services 51,842 23,864
Other revenue and income 3,810 1,442
Purchases (1.582) (552)
Change in inventones 188 -
Services and other operating costs (35,544) (15,348)
Personnel expense (8.845) {4,435)
Gross Operating Income (EBITDA) 9,869 4,972
Amortisation, depreciation and impairment of non-current assets (8.116) (3,908)
Net Operating Income (EBIT) 1,754 1,064
Net financial income (expense} (406} (304)
Gains {losses) on equily 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) 31/12/2018 311272017
ERG Group investrent 24% 24%
Equity attributable to the owners of the parent 12918 12,787
Other adjustments - -
Carrying amount of the equity investment 12918 12,787
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IMPAIRMENT TEST

This section provides a description of the impairment tests on the Group’s main assets, as reguired by IAS 36.

In particuliar, it is specified that for the test:

- of Goodwill, a test was conducted onthe recoverable amount determined at the Groups of CGU level, as commented
on in mare 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 affocated to the aforesaid Groups;

- of property, plant and equipment and intangible assets, with finite useful lives allocated to individual CGU, in
accordance with |AS 36, indicators were identified 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.

With regard 1o equity investments, which by their nature have indefinite useful lives, their specific features were taken
into account; please therefore refer to the respective paragraphs for an explanation of the approach used.
The above tests were carried out in accordance with the Impairment Test Procedure approved by the Board of

Directors of ERG S.p.A. on 20 Fepruary 2019.

Test of Goodwill

In consideration of the goodwill values recogrised in the consohdated financial statements, for the present Financial
Statements its recoverable value was tested at the Groups of CGU level,

According to IAS 36, the recoverable amount of an asset or of a cash-generating unit is the higher of its fair value less
costs to sell and its value in use.

Goodwill values were allocated to the Wind italy and Wind France CGU Groups, as better cammented in the following
section.

lgentification of groups of casn {ow geredatatg om1ts 105G

Following the thorough process of transformation 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 in France,
the operating segments currently identified by the Group, which coincide with the four different technologies used for
energy generation, are listed below.

+ Wind;

+ Solar;

- Hydroelectric;

- Thermcelectric.

The analysis of the operating performance of the Wind sector is further monitored, for some indicators, with reference
{o the country in which the Group operates.

Starting from the 2318 Financial Staterments, in fight of the previously commented changes to the organisation and
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scope of consolidation, management decided to reassess the allocation of the Goodwill in particular with reference
to the provisions of paint a) of paragraph 80 of IAS 36.

More specifically, in the aforementicned paragraph, the IAS specifies that goodwill must be allccated at the lowest
level at which goedwill 1s monitored far internal management purposes and, in the case of ERG, the lowest level at
which goodwill is monitored coincides with the group of CGUs whose profitability is measured.

In particular, also taking into account the indications of paragraph 87 of IAS 36, management reconsidered the
allocation of Goodwill to Groups of CGU consistent with the purposes of integrated reporting by the Group, i.e.

according to the technology/Country matrix, for a total number of 10 groups of CGUSs, as illustrated below

Wind Solar Hydro Thermo
Italy v v v v
France
Germany
Poland
Romania
Bulgaria
UK

A N

The Groups of CGU were then identified, consistently with the Group's organisational and business structure, as
assets that generate independent cash inflows deriving from their continuous use and they follow a dual dimension
pertaining, on one hand, to generating technology and, cn the other hand, to the current reference market, identified

in the country where the facilities are located.

In previous years, Goodwill was allocated to the individual CGUs 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 compariscn

between the previous allocation and the one applied starting from the present consclidated financial statements.

Business combinaticn Year Sector / Country Goodwill ceu Groups of CGU
technology {EUR million) Allocation in the previcus financial Allacatian from
slatements the 21 B Financial

Staternenls

ERG Eolica Adriatica Legal entity ERG Eclica

2010 Wind laly 8

Adriatica
ERG Eolica Campania Legal entity ERG Eciica
20M Wind Italy 1 Campania Wind taly
i inati EUR 126 million
ERG Wind 2013 Wind taly 96 ?Eusg\e;iig.ombmataon { )
ERG Renew 2013 Wing Italy 10 Wind farms in Haly

Operations & Maintenance

wind France

Epuron 2018 Wind France 22 Not applicable (EJR 22 millior)
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The recaverable value of the CGU Graups is tested by determining the value in use by discounting operating cash

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 determine the value in use, the present value of cash flows from operating activities assaciated with the Groups
of CGU for the residual years of operation af the farms with respect to the criginal definition of an assumed warking

life, ie. twenty years, was estimated;

a terminal vajue was considered, estimated as an extension of the explicit period of ten years;

expected changes in sale prices and trends in direct costs during the period used for the calcuiation were determined

on the basis of past experience, adjusted for future market expectations,

+ adiscount rate equal to the industry WACC was used to compute the present value of expected cash flaws (5.0%
in ftaly and 3.5% in France),

The Group adopted a post-tax discount rate that reflects current market measurements of the time value of money

and of the risks specific to the CGUs. in determining the discount rate, the financial parameters considered were the

Beta and Debt/Equity ratios derived from panels of comparable companies, in order to consider both the market risk

of companies operating in the same industry and a market-based financial structure. instead, the cost of equity (ke}

includes the rate of return of risk-free assets and it is identified as the average return of ten-year German governmerit

bonds.

The main assumptions used to calculate value in use pertain to the growth rate and the expected changes in the sale

prices of energy and of direct costs during the period selected for the caleulation.

The growth rates used are based on growth forecasts for the Group's industry, taking into account the Group’s market

share. Changes in sale prices and in direct costs are determined on the basis of past experience ang on future market

expectations.

In particular, the foilowing were taken into account for the determination of the cash flows:

« for the explicit period, the data contained in the Revision of the financial plan entitied “2018-2022 Plan”, reviewed
by the Board of Directors of ERG S.p A. on 6 March 2079, excluding the Repowering, Business Development and
Merger & Acquisition initiatives as impact scenarios, however favourable;

- for the years subsequent to the explicit period, the data processed on the basis of models simulating the
macrceconomic and energy scenario and assuming a steady production trend.

Group Management deemns the assumptions used to identify the recoverable amount of the goodwill connected

with the Groups of CGU (Wind Italy and Wind France) ta be reasonable and, on the basis of the aforementioned

assumptions, no impairment has emerged.

In particular, the difference between the recoverable value and the carrying amount of the Group of CGUs amounts to

approximately EUR 505 million for wind ttaly and appreximately EUR 38 million for Wind France.

The Group also calculated the impairment of goodwill on the basis of the allocation adopted in the previous Financial

Statemments, i e. with reference to the individual CGU, and no impairment emerged.
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The result of the impairment test is based on information available 1o date and reasonable estimates about future
changes in the following variables: wind strength, energy price and interest rates.

The Group took into account the aforesaid variables in processing and defining the basic assumpticns used to
determine the recoverable amount of the carrying amounts allocated to the Wind segment, and it also carried out
a sensitivity analysis on the recoverable amount of the Groups of CGU. This analysis assumed that total revenue
from energy sales (i.e,, energy remuneration and generation) could undergo upward or downward fluctuations of an
estimated 5% compared to the values estimated for the Plan.

A 5% reduction in revenue, continuing throughout the plan period, would entait a decrease in the recoverable amount
by approximately EUR 86 million for Wind Italy and EUR 29 million 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 amount of around EUR 88
million for Wind Italy and EUR 32 miliicn for Wind France, without requinng any impairment of the carrying amounts.
The recoverable amount would be equal 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 effect would occur in the case of a WACG increase of 8% for Wind Italy and of 1.2% for Wind France.
The above analyses confirm the sensitivity of the assessments of the recoverability of non-current assets to changes
in the aforesaid vanables; in this context, the Directors will systematically monitor changes in the aforesaid external,
uncentrollable variables in order to make any necessary adjustments ta the estimates of the recoverability of the

carrying amounts of goodwill in the consolidated financial statements.

Test of (property, plant and equipment and intangible) assets with finite useful lives

Far the purposes of the 2018 consolidated Financial Statements, the Group verified whether there are any indications

that bath Preperty, 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 plants in Italy, 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 price

allocation and recorded as increases to the value of the authorisations and the concessicns for operating plants.

In line with the previous years, these values are allocated to the individual reference CGU represented by the individual

legal entities and/or business combinations that generated them.

4 Values relating to business combinations from previous years
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[n accordance with 1AS 36, a list of indicators that can signaf that an asset may have become impaired ("triggering
events”) has heen identified:

For this purpose, both internal and external sources of information have been considered.

»

concerning the internal sources, the following were examined: (i) the obsolescence or the physical deterioration of
the asset, (i) any signhificant changes in the use of the assets and (iii} the financial performance of the asset with

respect to the forecast;

conversely, concerning the external sources, the following are considered: the performance of the market prices of
the assets, any technological, market or regulatory discontinuities and trends in market interest rates, To verify this
information, a synthetic indicator was also identified {"profitability indicator”) calculated by discounting the sum of
the operating cash flows for the residual abservation pericd, determined on the basis of the same procedures and
assumptions already commented in the previous paragraph for Geodwill testing. To include the related tax effects,

the indicator is 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 comprehensive analysis of the indicators shows that both property, plant and equipment and intangible assets
with finite ugeful lives may have becortie irnpaired, the recoverable amount will he determined and compared with the
carrying amount.

The recoverable value far the individual CGls is calculated as the value in use with the same procedures and
assumptions already commented on in the previous section for Goodwill testing.

If this value is lower, the carrying amount of the assets is reduced to the related recoverable value with the exception
of the cases in which fair value net of cost to sell was higher.

Group management deems the assumptions used to identify and verify the indicators to be reasonable and, on the

basis of the aforementioned assumptions, no need to determine the recoverable value has emerged.

Recoverable amount of Groups of CGU
Lastly, although it is not expressly reguired by IAS 36, Group Management determined the recoverable value, i.e. the
value in use, of the Groups of CGU to which no goadwill is allacated, comparing it with the related carrying amourit.

No impairment 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 assets in progress
Historical cost 763,267 22,408 377 786,052
Amortisation (169,837) (18,400) - (188,231)
BALANCE AT 31/12/2017 593,436 4,008 377 597,822
Assets held for sale - - - -
Changes for the year:
Change in the consolidation scope 181,592 1,089 7.697 190,378
Capital expenditure 3,082 613 1,698 6,193
Capitalisations 3,500 964 (4,409) 55
Other reclassifications 116 767 587 1,469
Disposals and divestments - - - -
Amortisation (50,034) {1.862) - {51,896)
mpairment (30} 30 - -
Other changes 1,719 5 4,252 5977
Historcal cost 953,455 25312 10,101 988,868
Amortisation (221,063) (19.579) - (240,63%)
BALANCE AT 31/12/2018 732,391 5737 10,101 748,230

To enhance understandability, changes for the year relating ta reclassifications, disposals and divestments are shown
net of the related accumulated amortisation.

Concessions mainly comprise authorisations for wind farms, amortised based on their residual useful life.

Cther intangible assets are cormprised of software licences.

Assets in progress relate mainly to development costs capitalised on projects under construction.

The change in the consotidation scope relates to that commented on in the Consolidation scope section.

The capital expenditure refers mainly to capitalised costs relating to the construction of the German wind farm
Windpark Linda and to licences and software.

For a more detailed analysis, please refer to the Capital expenditure section in the Directors’ report.
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NOTE 2 - GOODWILL

“Goodwill®, equal to EUR 148,266 thousand (EUR 125932 thousand at 31 December 2017), represents the excess
acquisition cost of acquired companies over the carrying amount of their equity, measured at fair value at the
acquisition date in accordance with the acquisition-price allocation method prescribed by IFRS 3.

Theincrease with respect to 31 December 2017 is a consequence of acquisition of the EPURON business combination
with regard to which reference is made to the Consolidation scope section.

The goodwill acquired through business combinations was allocated to the following two CGU Groups, as is better
described in the measurement Criteria:

- Wind ltaly: EUR 126 million,

+ Wind France: EUR 22 million.

The item, which is not amortised in the Income Statement, 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 staterents, the test required by Paragraph 12 of |AS 36 was performed and no
elements emerged that required an adjiustment to the carrying amount of gcodwill.

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 Total
Histoncal cost 221,627 4,043,991 14,529 28,820 4,308.967
Amortisation, depreciation and _
impairment losses (108,706) (2020034} (9,521) (2137.661)
BALANCE AT 31/12/2817 113,520 2,023,957 5,008 28,820 2,171,306
IFRS § Reclassification - -
Changes far the year:
Change in the consalidation scope 4,604 252920 117 16,307 274,247
Capital expenditure 426 17,0687 748 32611 50,852
Capitalisations and reclassifications 9,567 21,180 331 (32,725) (1,647)
Armortisation (7.364) (208.922) (1.043) - (217,330)
Other changes (753) 27 Q) 250 (476)
Historical cost 236724 4,394,974 15070 457263 4,632,031
Amortisation, depreciation and _
impairment losses (116,425) (2.288,743) (3.909) {(2415,075)
BALANCE AT 31/12/2018 120,300 2,106,229 5,161 45263 2,276,952

To enhance understandability, changes for the year relating to reclassifications, disposals and divestments are shown
net of the refated accumulated amortisation.
The change in the consolidation scope relates to thal commented on in the Consclidation scope section

Investments relate mainly to works to develop the wind farms under constructien. For a more detailed analysis,

173



174

ERG Power Geperation 18 20 #2207 3773

please refer to the Caottat experdity-e section inthe Direcrars renort,

Other changes relate to the exchange rate effect resulting from the translation into euros of the financial statements
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 ongoing construction of the wind
farms in Germany (Windpark Linda GmbH & Co KG), the United Kingdom (Creag Riabhach Wind Farm Lid) and
Evishagaran Windfarm Ltd. is noted.

With regard to the existence of restrictions on the assets held by the Group, please refer to Note 19 - Covenants and

negative pledges.

NOTE 4- EQUITY INVESTMENTS

Equity investrnents

Subsidiaries not

consolidated line  Joint ventures Associates Other companies Total
by line

BALANCE AT 31/12/2017 7,658 237 12,788 - 20,683
Changes for the year:
ﬁwc;?:ésslggnsfcaputa\ increases/ 30 _ _ - 30
Consolidation method change (7,310 - - - (7,310)
Reclassifications - - - -
impairment losses/utiksation of loss _ _ _ _ _
provisions
Dizposals and divestments - - - - -
gal‘iaitsyu:sgﬁg‘tj of company with _ B 131 B 131
Qther changes - - - - -
SALANCE AT 31/12/2018 378 237 12,919 - 13,535

Acquisitions refer to the French companies Parc Eolien de Saint-Loup sur Cher S ar |, Parc Folien du Puits Gergil S.ar.l,
Parc Eclien du Plateau de la Perche S.ar.l, and Parc Eclien des Boules S.arl, established on 31 December 2018.

The Change in consolidation method relates to the line-by-line consclidation of Evishagaran Windfarm Ltd., WP France 6
S.a.s, ISAB Energy Solare Sr.l. and Sandy Knowe Windfarm Ltd., measured using the cost method at 31 December 2017,
The positive change arising from the measurement of investments using the equity method is due to the performance
during the period of the investee Priclo Servizi S.C.p.A.

The investments held at 31 December 2018 are summansed as follows:

Megmared  Mesaured
Equity investments:
-1n subsidianes not consolidated line by line 12914 379 13,298
- Injoint ventures - 236 236

in asscciates

-in other companies
Total 12,919 615 13,534
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NOTE S5 -OTHER NON-CURRENT FINANCIAL ASSETS

“Other non-current financial assets” amounting to 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 acquired as part of
the ERG Wind transaction, which are tied-up in the dedicated Escrow Account established by Article 61, paragraph
23, of ltalian Law Decree no. 112/2008 (converted by Law no. 133/2008) and awaiting the decision of the Court
of Avellino, amounting to EUR 32 million. Pending the ruling, the Ministry of Economic Development revoked the
contributions pursuant to Law no. 488/92 which had been assigned to the beneficiary companies, with decrees
notified respectively on 29 October and 3 November 2014, An extraordinary appeal was promptly filed against the
cancellation decrees, with an application for prudential suspension of the effectiveness of the challenged measures;
currently, a decision is pending on both the suspension application and cn the merits of the appeal. Pending this
appeal, on 27 July 2015, the payment orders were served to the companies which the ERG Wind companies have
appealed before the Court of Genoa, submitting a further application for precautionary suspensicn. The appeai was
accepted, therefore suspending the effectiveness of the payment orders, subject to submission of appropriate bank
sureties by the appellants. With respect 1o the aforesaid receivables, a liability of an equal amount has been allocated
and it was recognised in the 2013 consolidated financial staterments as part of the purchase price allocation as a

potential adjustment to the acquisition price of the ERG Wind Group (Note 14 - Gther non-current liabilities).

NOTE 6- TAXATION

Deferred tax assets

31/12/2018 31122017
Temporary Temporary

(EUR thoysand) differences Tax effect differences Tax affect
Erawisians for risks and charges 77,308 18,787 78,490 19,387
Tax losses 72,254 16,557 74,656 18614
Dervative Instrurments 107,375 27830 105,146 25956
Amortisation, Depreciation and Impairment

of non-current assets 108,515 24513 140,948 27,003
Other Write-downs 137114 3,306 12,799 3,084
Qther 144,513 24,533 121,605 22,587
Total 521,078 115,521 533,643 116,625

Deferred tax assets are recognised, provided their future recovery is probable, on the taxable temporary differences
between the carrying amount of recognised assets and liabilities and their tax base and on the tax losses that can be
carried forward.

The rate used to calculate deferred taxes for the Italian companies is the same as the nominal IRES (corporate income

tax) rate {24%), increased, where so prescribed, by the IRAP {regicnal income tax) rate {3.90% - 4.82% - 5.57%).

175



176 ERG Power Generation 2 % s _v-=To

The rates for foreign companies consolidated line by line are as foliows:
- France 25% - 28%,

« Germany 29%,

- UK 7% - 19%,

- Romania 16%;

+ Poland 19%;

- Bulgaria 10%.

Deferred tax assets amounting to EUR 115,521thousand (EUR 116,625 thousand at 31 December 2017), are mainly

recognised in view of derivative instruments and allocations to provisions for risks and charges.

In addition, it is pointed out that.

- deferred tax assets amounting to EUR 3.4 million relating to non-deductible interest expense pertaining to the solar
business were recorded in the financial staterments;

« deferred tax assets relating to excess interest expense that can be carried forward, amounting to approximately
EUR 37.8 million, referred to the ERG Wind Group, acquired in 2013, were not recognised in the financial statements.
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 million.

The reasons for not recognising these deferred tax assets are connected to (i) the expiries of the tax consolidation

options of the ERG Wind Group (31122018, with the exception of the option with ERG Wind Energy, expired on

31.12.2018 and under renewal) and (i) the liability management expectations that could determine a change to the

financial structure of the ERG Wind sub-Group as early as in 2019. These circumstances, together with the lack of a

specific tax plan relative to tax censolidation of the FRG Wind sub-Group, resulted in the decision not to recognise

these deferred tax assets in the financial statements.

The Group deemns it likely that the deferred tax assets recognised at 31 December 2018 will be recovered.
Deferred tax liabilities

31/12/2018 31112/2017
Temporary Temporary

{EUR thousand) differences Tax effect differences Tax effect
Price Purchase Allocation 790,500 241,009 681,485 213624
Amortisation and Depreciation

of Non-Current Assets 121,619 26,380 112,316 27632
IFRS 9 tax effects 5,021 884 - -
Other 52,300 8,045 48,921 9,367
Total 970,439 276,318 842,723 250,622

Deferred tax liabilities are recognised on taxable temporary differences which result from adjustments made to the
financial statements of consolidated companies in order to align them with the Group's accounting standards, as well
as ontemporary differences between the carrying amount of recognised assets and liabitities and their corresponding

tax base.
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Therate used to calculate deferred taxes 1s the same as the nominal IRES (corporate income tax) rate {24%), increased,
where s0 prescribed, by the IRAP {regional incame tax) rate (3.9% - 5.57%).

Deferred tax liabilities at 31 December 2018 of EUR 276,318 thousand (FUR 250,622 thousand at 31 December 2017),
were allocated mainly on the capital gans from the business combinations and fiscally-driven depreciation and

amortisation,

NOTE 7- OTHER NON-CURRENT ASSETS

Other non-current assets, equal to EUR 40,989 thousand (EUR 45,402 thousand at 31 December 2017) relate mainly to:

+ the partion still 1o be collected, e EUR 22 million, of the receivables for grants per ltalian Law 488/G2 relating to
wind farms acquired with the ERG Wind transaction. With respect to the aforesaid receivables, a liabiiity of an equal
amount has been allocated and it was recognised in the 2013 consolidated financial statements as part of the
purchase price allocation as a potential adjustrent to the acquisition price of the ERG Wind Group (Note 14 - Other
nan-current liabilities};

+ amounts of EUR 10 million due as compensation for the liability tied to interest and revaluations on the contributions
under Italian Law 488/1992 relating to wind farms acquired with the ERG Wind transaction and revoked by the

Ministry of Economic Development as discussed more thoroughly in Note 13 - Other Provisions.

NOTE 8- INVENTORIES

Material inventories, equal to EUR 21,622 thousand (EUR 20,596 thousand at 31 December 2017) relating mainly to
spare parts which are used mainly in the ordinary maintenance of wind farm installations and the CCGT plant, are
recognised net of the refated accumulated depreciation of EUR 3,173 thousand and they are recognised at the fower
amount between the cost determined with the weighted average cost method and the market value (replacement

cost and/or estimated realisable value).

NOTE 9- TRADE RECEIVABLES

Receivables can be surnmarised as follows:

31/12/2018 3 2/2017
Receivables from customers 121577 141 045
Receivables far incentives 131 560 115.646
Receivables from Group assocciates 4167 4903
Loss allowance (6.112) {5503)
Total 251.192 256.090

The item mainly includes receivables for the supply of electricity to third parties, sale of utilities to customers operating
at the Priolo site and environmental certificates (feed-in tariff, green certificates and white certificates).

The value of trade receivables is substantially in line with the previous year.
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For information concerning trade receivables to Group companies not consclhidated hne-by-line, reference 1s made to
Note 33 - Related parties.

The loss allowance changed as follows:

31/12/2018 Increases Decreases IFRS 9 Adoption 31/12/2017
Loss atlowance (6,112) (24) 300 (885) (5.503)
Total (6,112) (24) 300 (885) (5,503)

The Group assesses the existence of abjective evidence of impairment on an individual basis. The impairment tests
are checked at individual company level by the Credit Committee which meets periodically to analyse the situation of
past due trade receivables and any critical issues related to their collection.

The increases refer in particular to allecations on doubtful trade receivables refating to the wind business.

The decreases reiate mainly to utilisations pertaining to the thermoelectric business.

The loss allowance is deemed to be sufficient to address the risk of potential non-coflectability of past due trade
receivables.

For a detailed analysis of the effect of the application of IFRS 9 on trade receivables, reference 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 acceounts receivable aging is presented net of the related loss allowance.

31/12/2018 31/12/2017
Receivables not past due 239,865 241,170
Receivables past due:
within 30 days 3,030 9,242
within 60 days 3,234 1,560
within 90 days 749 475
after 90 days 4813 3,643
Total 251,191 256,090

NOTE 10- OTHER CURRENT ASSETS
31/12/2018 31/12/2017

Tax recevables 19,292 13,840
VAT receivables 37,585 4,713
Receivables for IRES tax consaldation and Group VAT fram ERG Sp.A. 27,673 28,853
Other receivables 4,802 3615
Advances to suppliers and deferred costs 28,605 23,335
Total 117,957 74,357

Tex receivables relate to VAT and withholding tax receivables and other income tax receivables.

The increase compared to 31 December 2017 relates to the VAT assets of the solar business segment companies
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folfowing the Forvei business combination. The portions of deferred liabilities reiate to costs that will manifest
themselves in following years pertaining mainly to insurance premiums, state concession fees, purchase of CO, and
utilities.

Cther receivables include amounts due as compensation for the liability tied to interest and revaluations on the
contributions under Italian Law 488/1992 reiating to wind farms acquired with the ERG Wind transaction and revoked

by the Ministry of Economic Development as discussed more thoroughly in Note 13 - Other provisions.

NOTE 11 - GROUP EQUITY

Share capital

Share capital at 31 Decerber 2018 amounts to EUR 100,000 thousand.

At 31 December 2018, the Company’s Shareholders Register, relative to holders of significart investments, showed
the folfowing:

- ERG S.p.A. heids 10,000,000 shares, i.e. 100%.

Treasury shares

As at the date of this document, Erg Power Generation does not hold any treasury shares.

Other Reserves

The composition of equity is shown in the foliowing table:

31/12/2018 3122017
Share Capital 100000 100 000
Legal Reserve 83963 5038
Share premiurm reserve 7.000 7000
Extraordinary Reserve 5830 5830
Operating grants 961 733 961 733
Other reserves 692.107 549.157
Retained earnings 143.351 85752
Profit (loss) for the year 150.847 136 592
Equity attributable to the owners of the parent 2.069.831 1.951.102
Non-controlfing interests - -
Equity 2.069.831 1.951.102

For more details on changes in Gther Reserves, refer ta the Statemeant of Changes in Equity.

Cividends
Dividends paid by ERG Power Generation S.0.A to parent company ERG S.p.A. in 2318 amounted to EUR 2G million.
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The objectives identified by the Group for capital management are to safeguard corporate viability, create stakeholder
value and support Group development. In particular, the Company pursues the maintenance of an adeguate level of
capitalisation that allows a satisfactory economic return for shareholders and assures access to external financing
sources, also through the achievement of an adequate rating. In this context, the Group manages its own capital
structure and makes adjustments to it, if changes in the economic conditions require it. There were no substantial
changes to the objectives, policies or processes in 2018, For this purpose, the Group constantly monitors the evolution

of the debt to equity ratio, whose data are indicated in Note 35 - Alternative performance indicaters.

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 terminate their ernployment.

The main assumptions used in determining the actuarial 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 13%
Inflation rate 1.0%
Average turnover rate 3.0%
Average rate of increase of remuneration 15%
Average age 45
31/12/2018 22007
QPENING BALANCE 5.157 5.573
Change in the consclidation scope - -
Revaluation 112 121
Decreases In the year (522) (536}
CLOSING BALANCE 4748 5.157
The decreases are due to departures of employees and advances te personnel.
The following table shows the impact on the liability as a result of a +/-0.5% change in the discounting rate:
2018
+0 5% change in discounting rate: lower lability (209)

-0 5% change in discounting rate higher ability 229



T CONSOLIDATED FINANCIAL STATEMENTS st 2T At ERENT S 181

There are no particular risks (either unforeseen or specific) to which the plan exposes the entity, or any other significant

risk concentration.
There are no significant contributions ta the Plan because they relate almost exclusively 1o the revaluation of the
residual value of the post-employment benefits allocated until 31 December 2006 (the defined benefit plans relate

almost exclusively 1o the post-employment benefits provided by Article 2120 of the Italian Civil Code).

NOTE 13- OTHER PROVISIONS

Provision for risk and charges - non current portion

Change in the

31/12/2018  increases  Decreases  heoees  consolidation 31/12/2017
scope

Provisions for dismantiement costs 42,245 1,947 - - 3,843 36,455
Provisions for non-current tax risks 11,953 - (3,166} - 5,150 9,969
Prowasions for non-current insututional 325 52 _ -~ _ 263
risks
Other provisions for non-current risks and _ _ _ _

un 17
charges
Total 54,522 2,009 (3,183) - 8,993 46,704

Provision for risk and charges - non current portion, amounting to EUR 54,522 thousand (EUR 46,703 thousand at 31

December 2017} comprise mainly liabilities lied (.

+ costs for the restoration of the site on which the wind farms operate for the larger number of assets recognised as
oroperty, piant and equipment;

- the provision for disposed businesses as better commented in the following section.

The increases of the year refer mainly te contingent liabilities tied to risks connected with guarantees provided within

sales of equity investments and, residually, to the financial revaluation f the costs for the restoration of wind farms

and solar plants.

With reference to the provisions for dismantiement costs, the increase refers mainly to the reversal of the discounting

effect. The discounting rates used, according to the reference Ceuntries, are within the range 1%-3.5%.

For the other provisions, no discounting was applied because of the uncertainty on utilisation times,

The decreases during the year mainly refer {0 use for costs incurred in the year

The change in the consolidation scope includes amounts described in more detail in the corresponding section.
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Provision for risk and charges - current nortion

Change in the

31/12/2018  iner Decr gs;:?:ns;- consolidation  31/12/2017
scope

Provisicn to cover losses of investee _ _

companies 527 550 (124) 101
Pravisions for current environmental risks 60 - {18) - - 78
Provisions for current tax risks 5812 1,664 {2,245) - - 6,393
Provisions for current institutional risks 24,329 113 - - - 24,216
Provision for current legal nsks 4 646 1,731 (7.009) - - 9,924
Other provisions for current risks -

and charges 2929 124 {1.444) 150 4,099
Total 38,304 4,182 {10,841) - 150 44,809

Pravision for risk and charges - current portion amounted to EUR 38,304 thousand at 31 December 2018 (EUR 44,809

thousand at 31 December 2017) and are composed as follows:

The provision for current institutional risks includes:

- the provisicn for charges tied to interest and revaluations on the contributions under talian Law no. 488/1992
(EUR 15.2 million), relating to wind farms acquired with the ERG Wind transaction and revoked by the Ministry of
Economic Development as discussed more thoroughly in Note 5. The risks connected to the revocation of the
aforementioned contributions are covered in the ERG Wind acquisition agreements by specific indemnification
obligations issued by the seller and therefore the relative amount receivable has been recognised in "Other current
assets’;

- the provision for contingent risks of foreign companies (EUR 9 million) refers to contingent risk concerning Romania,

The increases relate mainly to:

- charges to cover losses of investee companies (EUR 0.6 million);

- tax litigation (EUR 1.7 million};

- charges related to the outcome of projects connected with the wind business (EUR 1.1 million);

« itemns relating to investees in the wind business (EUR 0.5 million).

The decreases relate mainly to:
+ utilisation deriving from the settlement agreement following the end of a contractual dispute with a wholesale

customer ongoing since 201C (EUR 2.7 million);
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+ releases foillowing favourable outcomes and elimination of the risks refating to disputes regarding the wind business
{EUR 3.3 million);

« utilisation relating to tax disputes arising during the peried (EUR 1.2 million).

For the Provision for risk and charges - current portion, discounting was not applied by virtue of their classification as

current liabilities.
The change in the consolidation scope includes amounts shown in the section Change in the consolidation scope.

NOTE 14 - OTHER NON-CURRENT LIABILITIES

3272018 31/12/2017
Price of Wind Group acquisition 9.821 8,821
Payables for prior year taxes from merger of foreign compa-nies 18,594 18,594
Partions of income deferred in subsequent years 1971 2,141
Other non-current ligbilities 1,730 150
Total 32117 30,706
NOTE 15- TRADE PAYABLES
31112/2018 31/12/2017
Payables to suppliers 82,465 70870
Payables to Group companies not consolidated line by ine 7.467 3N
Total 83,926 71,002

These are payables deriving from commercial transactions and are payable within the next year. They refer mainly to

payables for the purchase of utilities (gas and electricity} and for investments,



184 ERG Power Generation - =205 10 =

NOTE 16 - NET FINANCIAL POSITION

Notes 31/12/2018 nnzm7
Nor-current Igans / borrowings - -
- current portion of loans and borrowings - -
Financial payables to ERG S.p A 72 467 98.689
Other non-current loans and barrowings 17 98 489 102.393
Total 170.955 201.082
Non-current Project Financing 17 1.177.551 1114706
- Current portion of Project Financing 17,20 {146.164) (143.846)
Total 1.031.388 970.860
Medium-/long-term financial indebtedness 1.202.343 1.171.942
Current bank borrowings 21 73 39
Current ioans and borrowings 21 11.207 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 loan assets 11 (37.660) (18.179)
Total (85.587) (82.768)
Current Preject Financing 17,21 146164 143 846
Cash and cash equivalents 12 (127 729) (135737)
Total 18.435 8.110
Short-term net financial indebtedness (55.872) (72.370)
Net Financial Position 1.146.471 1.099.571

The net financial position totalled EUR 1,146 million, up by EUR 47 million compared to 31 December 2017 mainly due

to the following impacts and the cash flow during the period net of the investments and changes in cperating capital:

+ EUR +450 million overall impact of the transactions described in the section Change in the consclidation scope;,

- EUR-106 million overall impact of the sale of Brockaghboy Windfarm Ltd. mentioned in the section Change in the
consolidation scope;

» EUR +20 millicn distribution of dividends to ERG S.p.A;

+ EUR -269 million coliections of incentives (Italy feed-in premium);

+ EUR -20 million change in fair value of derivatives on interest rates.

Please refer to Note 19 for a comment on Covenants and negative pledges pertaining tc bank payables.
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The following table summarises the main characteristics of the project financing existing at 31 December 2018:

(EUR thausand) ASSOCIATED FINANCIAL DEBT
Sampany Type N::;:g:g ?C.w"u{iﬁn?ﬂ ::xmi Ct;;t;\:y Disburse- Mgtu- Hedge
nancial financial ment ity

asset lihility liability foan
£RG Wind Investrrents Secured project financing 327,126 406,738 460,007 EUR 2008 2022 IRS. average fixed rate 4 46%
ERG Eolica Adratica Secured project financing 118,741 89,555 93,470 EJR 2009 2025 IRS fixed rate 4176%
ERG Eolica Fossa del Lupo Secured project financing 95761 £9,308 711582 EUR 2017 2027 IRS fixed rate 2 26%
ERG Echica Campania Secured project fnancing 72123 22,980 23,152 EUR 2009 2020 IRS fixed rate 2 37%
ERG Eolica Ginestra Secured project financing 53,257 25008 25807 EUR 2000 2025 ‘RS fixed rate 3 27%
ERG Ealica Amaroni Secured nroject financing 27,507 19,386 2010 EUR 017 2027 IRS fixed rate 1 68%
Green Vican Secured prosect financing 15,080 3122 3.390 EUR 2008 20"9 Lg:g ﬂlmﬂ%grz;e
ERG Eolica Faete: Secured project firancing 9,109 10,636 10,733 EUR 007 2021 RS fixed rate 213%
Eoliernes du Vent Solarre Secured project financing 2,825 2886 2,886 fur 201 2025 fixed rate loan
Parc Eolien les Mardeaux Secured preject financing 1842 1,296 1,306 EUR 2005 2019 IRS average fixed rate 5 77%
Par; Eclien de Hetomesnil Secured project financing 1811 izl 77 EUR 2005 2079 RS average fixed rate 5.77%
Parc Ealien de Linug Secured praject financing 1539 536 543 EUR 2005 2019 |RS average fixed rate 577%
Parc Evlien de | Bruyere Secured project firancing 1939 180 187 EUR 2005 2019 IRS average fixed rale S 77%
Parc Fohen du Carreau Secured project financing 1442 n ny EUR 2005 209 Floaung rate loan
ERG Eolca Baslhcata Secured project financing 34,338 30,337 31,469 EUR 27 2027 IRS fixed rate 1 456%
EWOrmeta28P 200 Secured project financing 45225 35601 36,361 Zioty 25 2029 RS fixed rale 2 47% (wibor)
K 8 5 Energy Eood Secured proect financing 2722 18914 15221 EUR 201213 2022 ‘”sg g :ig el o
ERG Wnd France 1 Secured project financing 42,722 21./23 22407 EUR 2016 2025 RS fixed rate -0 065%
ERG Power Secured profect financing 281,131 48,780 48,292 EUR 2010 pleval RS fixed rate 2.77%
Parc Follen duPatisSas Secured praject financing 6,230 623" £231 tUR 2013 2027 IRS fixed rate 2025%
ze:‘;m‘e" deGareelles Sacauevlle oo rod roject Anancing 5,191 5050 5050 ELR 2007 2023 IRS fied rate 3 75%
Sas Soaelé de explotatian iR gecures project finanaing 5713 618" 6781 EUR 2013 2028 RS fixedrate 201%
Parc Egler: de Qyre Sairt Sauveur Sa s Secured project financing 10,093 9135 9135 EUR 2014 2029 Loan for 40% at fixed rate
Bare Eolien StRiguer 1 5as Securet project financing 7247 9,267 926/ EUR 2009 2027 F xed tate loan
ERG Wird 117 GrnbH & Co KG Secured project financing 14,340 11,392 11,604 EUR 203 203C Fixed rate loan
g"ﬂgwk Achmer vinte GrrioH & Secured project financing 1,988 4102 2103 EUR 2006 2021 F xed rate loan
g”gf’f’”‘ Cotibuser Halde GMiH& . req project financing 18927 17,567 18577 EJR 2007 2025 Fixed vate oan
Patc Calien Chaude Vallée S ar.l Secured project financng 9,884 10,685 10685 EUR 20m 2027 Loan for B5% at “ixed rate
Parc Eohen Hauts Mauling S ar | Secured oroject financig 10,665 10716 0710 EUR 2012 2028  Loan for 86% at fixed rate
ParcEplen de Morvillers 5 ar) Secured project inancing 10716 11,240 11,240 EUR 2072 2027 Fixed rate loan
Parc Eghen Mauling des Champs Sar | Secured oroect firancing 16,716 10,576 10576 EUR 2012 2028 Loar for 5% at fixed -ale
Fa Eofien de StRquier 38.as Secured project financirg 11470 12000 12,500 EUR 2014 2028 Fixed rate foan
Parc Eolien de St Riquier 4 Sas Secured project firancing 9858 10214 10214 EUR 2014 2028 Fixed rate loan
ERG Wind Dobberkau GmbH 8 Co <G Secured oroject financing 8436 12285 13102 EUR 2014 2025 IRS fixed rate 0 949%
EIZGK\g'mc Hefmersoerg GmbH & Secured project inancing 208 593 593 EUR 2016 2024 Fixed rate loan
ngK\g'md Qper Kosterz GrribH & Secured project finarcing 687 2205 2205 EUR 2016 2024 “ixed rate loan
ERG Wind W3 GrnbH & Co KG Secwured project ‘inancing 4,292 2674 2574 ZUR 2076 7324 Fixed rate [oan
ERG Wird Welchweiler GrmbH & Co KG Secured project financing 343 353 933 EUR 2016 2024 Fixed rate loan
ERG Wind Weselberg GmbH & Co KG  Secured project financing 2,612 2100 2,100 EUR 2016 2024 Fixed rate loan
FRG $olar Holding $r! Secured project finanging - 162 558 172130 EUR 2016 2030 IRS fixed rate 1 48%
ISAB Energy Sofare (Sri) Securad project financ.rg 2379 2332 2,332 EUR 201 2029 IRS fixed rate 2 81%
Parc Eolien de la va'ee de Torfou Sarl  Secured projest financing 19,476 18,980 19,981 EUR 2017 2034 Fixed rate 1oan
Parc Echen duMelier Sarl Secured project financing 9,728 10,805 10805 EJR 2013 2031 Fixea rate 'aan
Windpark Linda GmbH & Co KG Secured projes: financing 1213° 23808 24,000 ELUR 20°8 2038 Fixed rate loan
TOTALE PROJECT FINANCING 1,177,550 1255432
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For further details on new project financing, please see Nota 19 - Covenants and nagat-ve pledges.
At 31 December 2018, the weighted average interest rate on loans, borrowings and project financing was 1.34%
(1.48% at 31 December 2017). The rate indicated does not take Into account interest rate hedges.

Piease refer to Note 19 for a comment on Comments and negative pledges pertaining to bank payables.

Fair value of hedging denvatives on interest rates
Other non-current loans and borrowings include liabilities deriving from the fair value measurement of the derivatives

hedging interest rates of EUR 82 million (FUR 102 million at 31 December 2017), the details of which are provided

below:
Issuing Bank Agreement  Maturity Payable for fair value

(EUR thousand) 317122018 3122017
ERG Wind Investments Ltd InteS a s anpaolo IRS 3112722 {29,310} (37.618)
ERG Wind Investments Ltd InteS a_s anpaoia IRS N2z {21,945} {28,163)
ERG Eolica Adriatica Sri BNP Panbas BNL IRS 15/06/22 (4.438) (5.870)
ERG Eolica Adriatica Sl ING RS 15/06/22 {4.483) (5.870)
ERG Eolica Adriatica Sl BNP Paribas BNL RS 15/06/22 {4,438) (5,870)
ERG Eolica Adriatica Srl. BNP Paribas BNL IRS 30/06/25 (82} -

ERG Eolica Adrigtica Srl. UBI Banca IRS 30/06/25 (32) -

ERG FEolica Adnatica Srl UniCredit IRS 30706725 (82} -

ERG Eofica Fossa del Lupo Sl ING IRS 31/12/25 (1,678) (1.568)
ERG Eolica Fossa dal Lupo St Crédit Agricole IRS 31/12/25 (3,443} (1,692)
ERG Eolica Fossa del Lupo Sl Centrobanca IRS 31/12/25 (1,107} (1,299)
ERG £olica Fossa del Lupo Sl Credit Agricole IRS 3112427 {120} (51}
ERG Folca Campamia Sp A UniCredit IRS 31/05/20 (350} (684)
ERG Eolica Ginestra Srl. UniCredit RS 30/06/25 {769) 87N
ERG Eolica Ginestra S Centrabanca RS 30/06/25 {769) (977)
FRG Eolica Ginestra Sri UniCredit RS 30/06/25 {769} 977)
ERG Eohca Amarom Sri ING IRS 31112126 {479) 518)
ERG Eofica Amaront S} Credit Agricole IRS 31/12/26 {479) {518}
ERG Eolica Amaron S.ri. Credit Agricole RS 31/12/27 9 (5)
ERG Eolica Faeto Sl Banco popotare IRS 3z {180) {283)
ERG Eolica Faeta Sl Unicredit IRS 3112/ {180) {289}
Parc Eolien les Mardeaux S.a s HSH IRS 30/12/19 (16) (53)
Parc Eclien les Mardeaux 5.3 s HSH IRS 301219 (7 (55)
Parc Eclien de Hetomesnil Sa s HSH IRS 30/12/19 (15) (50)
Parc Echen de Hetomesnil Sa s HSH IRS 30/12/19 (16) (52)
Parc Eclien de Lhus Sas HSH IRS 30/12/19 (1% {51)
Parg Eolien de Lihus S.a.s. HSH IRS 30/12/19 (16) {53)
Parc Ecliende laBruyere Sas HSH IRS 30/12/19 (16) {54)
Parc Eclien de la Bruyere Sa s HSH IRS 3071219 (17 [56)
ERG Eolica Basihcata Srl. BNP Panbas BNL IRS 30/06/31 {710y {713)
ERG Folica Basilicata Sl Credit Agricole IRS 30/06/31 (710) {713)
EW Orneta285P 200 NG IRS 31/12/29 {120 -

EwOrneta2SPZQ0 © Pekao Bank IRS 31/12/29 {120) -

K & S Energy Eood Raiffeisen Bark IRS 3171218 - {169)
K & S Energy Eood Raiffeisen Bark RS 31/12/18 - {43)
ERG Power Srl. BNP Parioas 8NL IRS iz (646) (1.125)
ERG Power S.rl. Inte5.a.s.anpaclo IRS Nz (646) (1,125)
ERG Power Sri Credit Agricole IRS KYFapipal (518) {902)
ERG Power S+l Santander IRS Eakirdl {103} {179)
ERG Power Srl. Centrobanca IRS 3z {103} {179)

ERG Power S.rl. ING RS 3NN {103) {179)
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1ssuing Bank Agreement  Maturity Payable for fair value
{EUR thousand) 31/12/2018 327
Parc Eolien Du Patis Sa.s Credit Cooperatf IRS 02/08/27 (206} (231)
Parc Eclien Du PatisSa s Credit Cooperatif IRS 30/02/27 {209) (236)
Parc Eolien de Garcelles Secqueville Sas Nord LB IRS 30/06/23 (394} (555)
S as Societé de explotation du PE. de la Souterraine Credit Cooperatif RS 29/12/28 (530) (580}
Parc Ealien de Oyre Saint Sauveur S.a s Natixis IRS 01/07/29 {350) (375)
Parc Eollen St Riquier 1 Sa s Saar IRS 31/12/24 {208) (165)
ERG Wind 117 Gmbh & Co KG Compmerzbank RS 31/12/29 {328) (301}
ERG Wind 117 GmbH & Co. KG Commerzbank IRS 31/12/30 (111) (88)
ERG Wind Dobberkau GmbH & Ca KG Nord LB IRS 31/12/25 {407) {429)
ERG Solar Holding Sl InteS a.s anpaclo RS 30/06/30 (319) -
ERG Solar Holding S| UBI Banca RS 30/06/30 (320) -
ERG Solar Holding S| Un:Credit IRS 30/06/30 (378) -
ERG Solar Holding Sri NteS a.s anpaocio RS 30/06/30 {148) -
ERG Solar Holding Sl UBI Banca RS 30/06/30 (148) -
ERG Solar Holding Sri UniCredit RS 30/06/30 (179) -
ISAB Energy Solare Sl inteS a s anpaolo IRS 30106/29 {319) -
TOTAL (81,597) (102,361)

{1) the balance of the subject denvatwe at 31 December 2017 15 positive and classified under financial assels

Non-current financial liabilities for the purchase of equity investments

The item includes non-current financial liabilities for foreign acquisitions of companies operating in the wind business.

Other current financial receivables
These mainly include amounts due from ECC - European Commodity Clearing, refating lo the rr@rgin uf futures

contracts stipulated (FEUR 37 million).

Cash and cash equivalents

The item consists of cash generated by group activities and non-recurring transactions of previcus years, deposited
on a short-term basis at the banks with which the Group works.

The item includes the balance in the accounts of ERG Power Srl. and the wind and solar investees of ERG Power
Generation S.p.A. according to the restrictions on use set forth in the relative project financing agreements.

With regard to restricted liquidity, please refer tc Note 19 - Covenants and negative pledges.

Itis not necessary to pravide a reconciliation with the cash and cash equivalents presented in the staternent of cash

flows, because the value is the same.
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NOTE 17-OTHER CURRENT LIABILITIES

31/12/2018 31/12/2017
Tax payables 10,969 5,862
Tax payables to parent company ERG S p.A for Tax consolidation and Group VAT 40,653 27724
Payables to ermployees 2971 2,293
Payables to pension and social secunty institu-tens 2777 2,587
Other current liabilities 10,811 9277
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 with which commercial dealings were carried out, as well as a guarantee in favour of

the Italian electricity market operator (GME) directed at allowing cperations on said market.

Other Guarantees and commitments made (EUR 7,018 thousand)
The other guarantees and commitments made refer mainly to commitments 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
warehcuses, 3 years for the vehicle pool, 20 years for the substations and an average of 15 years for the land) with the
possihility of renewing the lease after these dates. Some leases provide for additional payments that depend on the
changes of the local price index.

At the reporting date, the future minimum payments ® for irrevocable operating leases were the following:

(EUR thousand) 2018
Future minimum payments

Within the year 6254
Between one and five years 21.841
Beyond five years 51.207
Total Future Minimum Payments 79.302

The amounts recognised in the profit for the year 2018 in relation to the above agreements are in line with the future

minimum payments that will be incurred within the next year (EUR & millicn).

5 Agreements with less than 12 manths duration and af non-significant amount were excluded frem the computation of future minimum payments,
along with any renewals of the agreements existing at the date of the present document
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NOTE 19 - COVENANTS AND NEGATIVE PLEDGES

The characteristics 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 Pawer S.rl. Preject Financing

In December 2009, the Campany stipulated with a Group of international banks {Banca IMI, BNP Paribas, Banco

Santander, Credit Agricole Corporate and Investment Bank, Centrobanca, ING Bank, MPS Capital Services, UniCredit

Mediocredito Centrale, Westl B) a limited recourse Project Financing agreement for an amount of EUR 330 million.

The Agent of the project is UniCredit Mediocredito Centrale.

The loan was issued in April 2010 following fulfilment of all the conditicns precedent prescribed by the agreement

itself.

The agreement, directed at issuing a loan for the repowering of a 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 estate on which a surface right thereof stands;

+ the establishment of a spectal lien on the plant, machinery, capital equipment, raw materials, work in progress,
finished goods, inventories and receivables deriving from sales of such assets above certain value thresholds;

+ the establishment of a pledge on receivables deriving from the main project contracts and on the project current
accounts of ERG Power;

» the monitoring of the incoming and outgoing flows from financial managernent by the lending banks.

The guarantees issued also include, inter alia, the pledge on 100% of the company's share capital and enthe company’s

restricted bank accounts (EUR 10.6 million at 31 Decernber 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 operations. The duration of the guarantees is tied to the repayment of the
loan agreement. The loan is also subject to the following covenants:

+ Historical and Prospective Annual Debt Service Coverage Ratio (DSCR): calculated, for each 12 month pericd
preceding and following each calculation date, as the ratic between the project's cash flow after the VAT flaws 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 to 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 the Historical and/or Prospective DSCR are less than 1.15, ERG Power Sirl.
may not distribute dividends to the shareholders, nor may it repay subordinated laans without prior authorisaticn by
the financial institutions. If the Historical DSCR 1s less 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.

189
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- The Loan Life Cover Ratio (LLCR) is 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 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.r.l. may not distribute dividends to the shareholders, nor may it repay subordinated loans without
prior authorisaticn by the financial institutions. If the value is less than 1.10 and the company does not take any
contractually agreed remedy, the financial institutions may reguest termination of the financing agreement and the
calling in of guarantees.
in relation to the Project Financing of ERG Power Sr.d, starting from 30 June 2017, ccmpliance with the foliowing
covenants is required, to be calculated every six months on the consolidated data of the ERG Group:

- Ratio between Consolidated Adjusted Net Financial Position and Consolidated Adjusted EBITDA (Adjusted NFP/
Adjusted EBITDA): if it is higher than 4.0, the company may not distribute dividends to the shareholders, nor may
it repay subordinated lcans without prior authorisation by the financial institutions.

- Ratio between Consolidated Adjusted EBITDA and Consolidated Adjusted Financial income: if it is lower than 3.0,
the company may not distribute dividends to the shareholders, nor may it repay subordinated loans without prior
authorisation by the financial institutions.

Failure to comply with the aferesaid covenants for three consecutive times entails the partial early repayment of the

loan for an amount equal to the excess cash flow defined contractually and kept in restricted bank accounts in the

three previous periods.

Loan entered into in June 2607 by the comaany ERG Eolica Faeto S.r.l. {formerly Eos 4 Faeto Sr.l)

The guarantees issued entail the mortgage of reai 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 6.4 millien at 31 December 2018) of the company

in addition to a letter of comfort of ERG Renew S p.A. The loan is also subject to the following covenants and negative
pledges:

« Historical Debt Service Coverage Ratio (DSCR): calculated 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 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, casts 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
according to the hedging contracts If it is less than 110, ERG Eclica Faeto S.rl. may not distribute dividends to the
shareholders, nor may it repay subordinated loans without pricr authorisation by the financial institutions. If the
value is less than 1.05 and the company does not take any contractually agreed remedy, the financiai 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 Eclica Faeto S.r.i. may not issue further guarantees on its assets

except in the event of guarantees reguired by law.
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The guarantees issued entail the mortgage 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 accounts (EUR 6.8 million at 31 December 2018}
The loan 1s also subject to the following covenants and negative pledges:

- Average Debt Service Coverage Ratic (ADSCR): it is determined on 30 June and 31 December of each year and it

is calculated as the ratio between the project's cash flow after the VAT flows for the two previcus half years and
the total amount of debt repayment prescribed by the amortisation schedule of the principal of the base credit line
and of the preferential loan, the sumn of interest, fees, costs paid or to be paid in refation to the credit lines and of the
sums paid or o be paid by the company to the hedging financial institutions or by the hedging financial institutions
to the company according to the hedging contracts.
Ifitis less than 1.10, Green Vicari S r.l. may not distribute dividends to the shareholders, nor may it repay subordinated
loans without prior authorisation by the financial institutions. If the value is less 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 Project provides for a negative pledge, safeguarding the creditor's rights, an the assets pledged by the debtor

as guarantee for loan repayment. Consequently, Green Vicari S.r.l. may not issue further guarantees on its assets

Financing pertaining to the construction of the five wind farms situated in France: Parc Eolien de Lihus,

Hetomesnil, Bruyére, Carreau, Mardeaux

The guarantees issued entail the mortgage of real estate and a pledge on 100% of the company's share capita

and restricted bank accounts (EUR 14 million at 31 December 2018). The loan is subject to the following financial

covenant with regard to dividend distribution.

+ Historical Debt Service Caverage Ratio (DSCR): calculated 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 cne 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 te the
shareholders, nor may it repay subordinated loans without prior authensation 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 far loan repayment. Conseguently, the French companies may not issue further guarantees

on the assets.

Loan entered into by the company Eoliennes du Vent Solaire S a.s for the construction of a wind farm
situated in France

The guarantees issued entail the mortgage of real estate and a pledge on 100% of the company’s share capital and
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restricted bank accounts {(EUR 0.9 million at 31 December 2018). The loan is also subject to the following covenants

and negative pledges:

- Debt Service Coverage Ratio (DSCR): calculated 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 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. If it is less than 1.15, Ecliennes 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 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 provides for a negative pledge, safeguarding the creditor’s rights, on the assets pledged by the debtor
as guarantee for loan repayment. Therefore, Eoliennes du Vent Solaire S.a.s. may not issue further guarantees on

its assets.

Loan entered into in January 2010 by the company ERG Eolica Ginestra S.r.l.

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 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 after the VAT flows and the total
amount of debt repayment 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 fines 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 accerding
to the hedging contracts. If the Historical and/or Prospective DSCR are less than 1.15, ERG Eolica Ginestra S.rl. may
not distribute dividends to the shareholders, nor may it repay subordinated lcans without prior authorisation by
the financial institutions. If the Historical DSCR is less 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) is calculated 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
1.20, ERG Eolica Ginestra S.rl. may not distribute dividends to the sharenclders, nor may it repay subordinated loans
without prior authorisation by the financial institutions. If the value is less than 7.10 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.
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+ The Project provides for a negative pledge, safeguarding the creditor’s rights, on the assets pledged by the debtor
as guarantee for loan repayrment. Conseguently, ERG Eclica Ginestra S.rl. may not issue further guarantees cn its

assets except in the event of guarantees required by law.

Loan entered into in October 2009 by ERG Eolica Adriatica S.r.l. (formerly IVPC POWER 5 S p.A)

The loan was restructured on 29 Jurne 2018.

The guarantees issued entail the mortgage of real estate, a speciat lien on assets, a pledge on 100% of the company’s

share capital and on the company's restricted bank accounts (EUR 9.0 miflion at 31 December 2018).

The baseline of the loan is subject to the following covenants and negative piedges:

+ Historical and Prospective Debt Service Coverage Ratio (DSCRY): caleulated, 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 of 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 according to
the hedging contracts. If the Historical and/or Prospective DSCR are less than 1.15, ERG Eolica Adriatica S.rl. may
not distribute dividends to the shareholders, nor may it repay subordinated loans without prior authorisation by the
financial institutions If the Historical and/or Prospective DSCR are less 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 Project provides for a negative pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment. Conseguently, ERG Eofica Adriatica Srl. may not issue further guarantees on its

assets except in the event of guarantees required by law.

Loan entered into in October 2007 by the company ERG Eolica Campania (formerly IVPC POWER 3 S.p.A)
The guarantees issued entail the mortgage of real estate, a special lien an 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 alsc
subject to the following covenants and negative pledges:

» Historical and Prospective Debt Service Coverage Ratic (DSCRY): calculated, for each 12 month period preceding
and following each calculation date, as the ratic 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 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 company to the hedging financial institutions or by the hedging financial institutions to the company accerding
to the hedging contracts. If the Historical and/or Prospective DSCR are less than 1.15, ERG Eelica Campania S.p.A.
may not distribute dividends to the shareholders, nor may it repay subordinated loans without prior authorisation

by the financial nstitutions. if the Historical and/or Prospective DSCR are less than 1.05 and the company does not
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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 pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment. Consequently, ERG Eolica Campania S.p.A. may not issue further guarantees on

its assets except in the event of guarantees required by law.

Loan issued in March 2012 to the company ERG Eolica Fassadel Lupo Sr |, in April 2013 to the company

ERG Eolica Amaroni S rl and in 2014 tc the company ERG Eolica Basilicata S.r.l.

(hereafter, the "Companies”) were jointly renegotiated as from 30 June 2017,

The guarantees issued entail the mortgage of real estate, a special lien on assets, a pledge on 100% cf the company's

share capital and restricted bank accounts (EUR 107 million at 31 December 2018). The Ican is also 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 projects’ cash flow after the VAT flows and the total
amount of debt repayment (base line) prescribed by the amortisation schedule of the principai 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 instituticns to the
company according to the hedging contracts. If the Historical and/or Prospective DSCR are less than 115, the
Companies may not 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 1.05 and the Companies do 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) is calculated 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 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 pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment. Consequently, the Companies may not issue further guarantees cn 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 Ratio}, which is calculated with half-yearly



R S CONSOLIDATED FINANCIAL STATEMENTS NN, S s e R Ny

periodicity, with reference to the cash flows generated in the last 12 preceding months, with respect to the payment
of the financial debt {principal, interest, fees and swaps) of that period.
A DSCR lawer than 1.05 would constitute an event of defautt of the Project Finance. For dividend distribution, a
DSCR above 115 is reguired.

« Security Package
To guarantee the comrmitments made in accordance with the loan agreement, the execution of guarantee
agreements governed by regulations pertaining 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 relating to insurance credits), pledges on current accounts (EUR 30 million at 31

December 2018).

Loan issued m November 2015 to the company EW Orneta 2 SP. Z.0.0.

The guarantees issued entail the rmartgage of real estate, a special lien on assets, a pledge on 100% of the share

capital of EW Orneta 2 SP. 2.0.0. and on 100% of the share capital of Blachy Pruszynski - Energia SF. 7.0.0. and Hydro

Inwestycje SP. Z 0.0. acquired by EW Orneta 2 SP. Z.0.0. on 24 May 2017 and on the restricted current accounts of

EW QOrneta 2 SP. Z.0.0. {EUR 6.4 million at 31 December 2018). The loan is also subject to the following covenants

and negative pledges:

- Histarical and Prospective Debt Service Coverage Ratio {DSCR): calculated, for each 12 menth period preceding
and following each calculation date, as the ratio between the project’s cash tiow after the VAT flows and the Lulal
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 to be paid by
the company te the hedging financial institutions or by the hedging financial institutions to the company according
to the hedging contracts.

If the Historical and/or Prospective Debt Service Coverage Ratio {DSCR) are less than 1.20,EW Ometa 2 SP. Z.0.0.
may not distribute dividends to the sharehalders, nor may it repay subordinated loans without pnor authorisation
by the financial institutions,

Ifthe Histarical DSCRis less than 1.10 and the company does not take any contractually agreed remedy, the financial
institutions may request termination ¢f the financing agreement and the calling in of guarantees.

- The Loan Life Cover Ratio (LLCR) is calculated 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 less than 115, EW
Orneta 2 SP. 2.0.0. may not distribute dividends to the shareholders, nor may it repay subordinated lcans without
prior authorisation by the financial institutions. If the value is less than 1.10 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.
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The guarantees issued entail the mortgage of real estate, a special lien on assets and a pledge on 100% of the

company’s share capital and on the company’s restricted bank accounts (EUR 2.2 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 following each calculation date, as the ratic between the project’s cash flow after the VAT flows and the total
amount of debt repayment prescribed by the amortisation scheduie of the principai of the base credit line and of
the sum of interest, fees, costs paid or to be paid in relation tc 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 according
to the hedging contracts. if the Historical and/or Prospective DSCR are less than 1.20, ERG Wind Bulgana may
not 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 1.10 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 provides for a negative piedge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment. Conseguently, 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 lien on 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 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 following each calculation date, as the ratio between the project's cash flow after the VAT flows and the total
amount of cebt 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 to 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 the Historical and Prospective DSCR are less than 120, ERG Wind France 1 may not
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 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 Project provides for a negative pledge, safeguarding the creditor's rights, on the assets pledged by the debtor
as guarantee for loan repayment Conseqguently, ERG Wind France 1 may not issue further guarantees on its assets

except in the event of guarantees required by law.
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Loans acauired through the Impax Asset Management Graup husiness combiration

Loan taken out by Parc Eclien de Garcelles-Secqueville §a.s. with Norddeutsche Landesbank on

19 March 2007 and expiring on 30 June 2023

+ 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 calculation of a specific financial covenant is provided, the sole 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).

Loan takern aut by Parc Ealien de la Chaude Vallée S ari. with Natixis and Bpfrance on 7 October 2011

and expiring on 30 September 2027

+ The main financial covenant is the DSCR {Debt Service Coverage Ratio) which histarically 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 those which are typical of project financing 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 115,

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 1.3 millicn at

31 December 2018).

Loan taken oul by Parc Eglien Hauts Moulins S.ar! with Landesbank Baden-Wirttemberg on 13 June

2012 and expiring on 30 Novermber 2028

* The main financial covenant is the DSCR (Debt Service Coverage Ratio) which histerically must be 1.05
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 conditicns for distribution are: DSCR higher than 1.35; fully funded DSRA - Debt Service Reserve Account.

The guarantee documents indicated in the lcan agreement include pledges on current accounts (FUR 1.2 million at

31 December 20178).
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+ The main financial covenants are:
- the DSCR (Debt Service Coverage Ratio) which historically must exceed 1.05;
- the Outstanding debt/Equity ratio {(with the denominator being equal to equity + shareholder loans) higher than or
equal to 4.
Failure to comply with one of the two covenants 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 conditions for distrbution are: DSCR higher than 1.15; fully funded DSRA - Debt Service Reserve Account.
The guarantee decuments indicated in the loan agreement include pledges on current accounts (EUR 0.6 million at

31 December 2018).

Loan taken out by S.a.s. Societe d'Exploitation 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 histerically must exceed 1.05;
- the Outstanding debt/Equity ratio (with the denominator being equal to equity + shareholder loans) higher than or
equal to 82 35/17.65.
Failure to comply with one of the two covenants 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 conditions for distribution are: DSCR higher than 1.15; fully funded DSRA - Debt Service Reserve Account.
The guarantee decuments indicated in the loan agreement include pledges on current accounts (EUR 0.3 million at

31 December 2(018}.

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 covenant is the DSCR (Debt Service Coverage Ratio) which historically must exceed 7.05. 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 condition for distribution is that the DSCR must be higher than 1.15.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 1.2 million at

31 December 2018).
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+ The main financial covenant is the DSCR (Debt Service Coverage Ratio) which historically must exceed 1.05. Failure
to comply with the rminimurm value of DSCR is an event of defautt 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 cenditions for distribution are: DSCR higher than 1.15; fully funded DSRA - Debt Service Reserve Account.

The guarantee documents indicated in the loan agreement include ptedges an current accounts (EUR 1.2 million at

31 December 2018).

Loan taken out by Parc Ealien de Oyré Saint Sauveur S.a.s. con Natixis on 24 April 2014 and expiring oh
30.June 2029
- The main financial covenants are:

- the DSCR (Debt Service Coverage Ratio) which historically must exceed 1.05;

- the Outstanding debt/Equity ratio (where the denominator is equal to equity + sharehofder 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 is an event of default of the loan.

- The negative pledges are those which are typical ot project financing and they 1efer to the shares of the Company,
its assets and current accoumnts.

+ The main condition for distribution is that the DSCR must be higher than 1.15.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 0.9 million at

31 December 2018).

Loan taken out by Parc Eolien de Saint Riguier 1 con Landesbank Saar on 31 March 2009 and expiring

on 30 December 2027

* The main financial covenant is the OSGR (Debt Service Coverage Ratio) which histarically must exceed 1.40 for
distribution to take place. Distributions are in no case allowed in the years from 2014 to 2018 and fram 2024 ta
2026.

- The negative pledges are those which are typical of project financing and they refer to the shares of the Coempany,

its assets and current accounts.

The guarantee decuments indicated in the loan agreement include pledges on current accounts (EUR 0.7 million at

31 December 2018)
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expiring on 34 December 2028

+ 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 assets and current accounts

+ The main conditions for distnbution are: DSCR higher than 1.13; fully funded DSRA - Debt Service Reserve Account.

The guarantee documents indicated in the loan agreement inciude pledges on current accounts (EUR 1.1 million at

31 December 2018).

Loan taken out by Parc Eolien de Saint Riguier 4 S a.s. with HSH Nordbank AG on 31 March 2014 and

expiring on 30 December 2028

+ The main financial covenant is the DSCR (Debt Service Coverage Ratic) 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 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 in the loan agreement include pledges on current aceounts (EUR 1.1 million at

31 December 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 financial covenant has been provided.

+ The negative pledges are those which are typical of praject 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 sole condition to proceed with distribution is
that the DSRA - Debt Service Reserve Account - must be fully funded. In addition, 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 Kreditbank on
77 October 2007 and 9 Novernber 20086, expiring on 31 December 2025,

+ 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.
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- Since no calculation of a specific financial covenant 1s provided, the sole 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 3.8 million at

31 December 2018).

Loan taken out by ERG Wind 117 GmbH & Co. KG with Commerzoank on 6 August 2013 and expiring on

30 December 2030

+ The rnain financial covenant is the DSCR (Debt Service Coverage Ratio) which must exceed 1.05 histarically and
1.10 prospectively. Failure to cormply with the minimum values 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 conditions for distribution are; Historical DSCR higher than 1.05; praspective DSCR higher than 1.10; fully

funded DSRA - Debt Service Reserve Account,

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 1.3 million at

31 December 2018).
Loans acquired through the FarVei business combination

Loan granted in August 20716 to ERG Salar Holding S.ri. (formerly FVH1 Srl)

The guarantees issued entail the mortgage of real estate, a special lien on assets and a pledge on 100% of the

company’s share capital and on the company's restricted bank accounts (EUR 11.2 million at 31 Decernber 2018). The

Ioan 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 foltowing 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 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 according
to the hedging contracts.

+ The Loan Life Cover Ratio (LLCR) is calculated 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 fiability existing as of the calculation date.

* The Debt to Equity ratio (equity + shareholder loan), which may not exceed 80/20
If the Historical and Prospective DSCR are less than 115, ERG Solar Holding Srl. may not distribute dividends to
the shareholders, nor may it repay subcrdinaied loans without prior authorisation by the financial institutions. if the

Historical or Prospective DSCR is less than 1 05 and/or the Loan Life Cover Ratio is less than 1.10 and the company
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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 pledge, safeguarding the creditor’s rights, on the assets pledged by the debtor
as guarantee for loan repayment. Conseguently, ERG Solar Holding S.r.l. may not issue further guarantees on its
assets except in the event of guarantees required by law.

The DSCR is calculated twice a year on the calculation dates of 31 December and 30 June, based on the previous 12

months.

Finance lease agreements of the companies ERG Solar Piemonte 1 Srl, ERG Solar Piemonte 2 Srt,,
ERG Soclar Piemonte 3 Sr.l, ERG Solar Piemonte 4 S.rl. and ERG Solar Piemonte 5 Srl

Finance lease agreements of the photovoltaic plants with Mediocredito !taliano 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-manth Euribor rate + a spread of 1.30% was stipulated. The agreement does not impose
any specific covenants. The anly 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 statement for 2018,

Loans acquired through the Vend'Est business combination

Loan taken out by Parc Eolien de Voie 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 millior 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 on

28 February 2034 of EUR 15 million at 36 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 assets and current accounts.

- The main conditions for distribution are’ DSCR higher than 1.15; fully constituted DSRA account - Debt Service
Reserve Account, Financial Leverage ratio less than orequal to 90/10 in event of repayment of the sharehelder loan.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 0.4 million at

31 December 2018).
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2031 ot EUR 11 nulhion at 30 June 2018

- The main financial covenant is the DSCR (Debt Service Coverage Ratio) which historically and prospectively must
exceed 1.03.

+ The negative pledges are those which are typical of project financing and they refer to the shares of the Company,
its assets and current accournts.

+ 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 the shareholder loan is repaid
within 4 years of the Consolidation Date, otherwise less than or equal to 90/10
The DSCR is calculated once a year on the calcuiation date of 31 December, The iatest DSCR at 31 December 2017
was submilted to the banks in March 2018.

The guarantee documents indicated i the loan agreement include pledges on current accounts (EUR 1.3 million at

31 December 2018).
Loans acquired through the Linda business combination

Loan taken out 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 main financial covenant is the USCR (Debil Seivice Coverage Ratio) which historirally and prospectively must
exceed 1.05

- The negative pledges are thase which are typical of project financing and they refer 1o the shares of the Company,
its assets and current accounts.

- The main conditions for distribution are: DSCR and FDSCR higher than 110; fully funded DSRA - Debt Service
Reserve Account - equal to the required Debt Service Reserve Amount; fully constituted Compensation Obligation
Savings Account in accordance with contractual clauses no. 7 and 13

The DSCR is calculated twice a year on the calculation date of 30 June and 30 December.

The guarantee documents indicated in the loan agreement include pledges on current accounts (EUR 18.G million at

31 December 2018).
Loans acquired through the DIF business combination

Loan taken aut by ERG Wind Dobberkau GmbH with Norddeutsche Landesbank on 12 July 2006 and
expiring on 31 December 2025

- 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
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- Since no calculation 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 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, distribution can be carried out after the payment

of all operating costs and the debt.

Loan taken out by ERG Wind Welchweiler GmbH with Sparkasse Bremen on 10 November 2016 and

expinng 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 calculation of a specific financial covenant is provided, distribution can pe carried cut after the payment

of all operating costs and the debt.

l.oan taken out by ERG Wind Hermersberg 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 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, 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 Bremen an 10 November

2016 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 calculation of a specific financial covenant is provided, distribution can be carried out after the payment

of all cperating costs and the debt.
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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 caleulation of a specific financial covenant is provided, distribution can be carried out after the payment

of all operating costs and the debt.
Loans acquired through the ISAB Energy Solare business combination

Loan taken cut by Isab Energy Solare with Mediocredito ltaliano on 5 August 20711 and expiring on 30
June 2025

- No specific financia! 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 calculation 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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NOTE 20 - CONTINGENT LIABILITIES AND DISPUTES

ERG Power Generation is a party in civil, administrative and tax proceedings and legal actions connected with the
normal course of its operations However, on the basis of the available information and considering the provisions for
risks accrued, it is deemed that these proceedings and actions will not determine significant negative effects on the

Group.

ERG Eolica Ginestra

In 2014 ERG Folica Ginestra Srl 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 on 13 Novernber 2014. The Agency has assessed only one alieged 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 investments in machinery”), the so-called Tremonti-ter, proposing that IRES taxation be applied
again for 2010 on 50% of the investments on which the company 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 consolidator and ERG
Eolica Ginestra S.rl. 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 by approximately EUR 26 million.

On 5 June 2015, the cormpany appealed to suspend collection which was accepted on 16 July 2015.

with its ruling filed on 14 January 2016, the Provincial Tax Commission of Genoca 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 Regienal Tax
Commission against the first instance ruling.

The hearing was held on 19 June 2018 at the Liguria Regional Tax Commission.

with its decision filed on 26 October 2018, the Liguria Regional Tax Cemmission rejected the appeal filed by the Genoa
Provincial Office of the Italian Revenue Agency and confirmed the decision of the Genoa Provincial Tax Commission,
favourable to ERG Folica Ginestra S-r.l.

The Genoa Provincial Office of the Italian Revenue Agency may file appeal with the Court of Cassation.

In censideration of the above, the Group does not consider that it will lose and therefore no liabilities have been recognised

1o this end.

Law nc. 488/92 contributions by ERG Wind

In the 2001-2005 time interval, thus before the acquisition by ERG Renew S.p A. (now ERG Power Generation Sp.A)
of the cempanies belonging to the International Power Group, funds were assigned to these companies pursuant to
Law no. 488/1992, totalling EUR 53.6 million.

Inrelation to the aliocation of these grants in the first half of 2007, an investigation was initiated by the Public Prosecutor
at the Court of Avellino in refation to alleged falseness of certain of the documents provided upon request.

During 2007 the attachment of the Law no. 488/1962 incentives still to be provided was ordered (EUR 21.9 million) and
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on 30 September 2008 the Public Prosecutor ordered the precautionary attachment of seven wind farms. Following
the depaosit of an amount equal to EUR 31.6 million by the involved companies, in January 2010, the wind farms which
had been under precautionary attachment were released, upen attachment of the aforementioned amounts

These amounts were then transferred to the Single Guarantee Fund.

The preliminary investigation for the criminal proceedings at the Court of Avellino is underway and, at the hearing of
30 November 2018, the Court informed the parties that the expert witness will start work con his report on 1 February
2019,

Despite the pending proceedings, in March and April 20714 the companies that were the recipients of the incentives
pursuant to Law no. 488/1992 received from the Ministry of Economic Development the orders communicating the
initiation of the procedures to revoke the aforementioned incentives.

On 6 February 2015, extracrdinary appeals were notified against the ministerial cancellation decrees, with simultaneous
petition for the precautionary suspension of the enforceability of the contested measures.

0On 27 July 2015, the beneficiary companies were issued with payment orders relating to the return of the incentives.
Said orders were challenged with the submission of opposition proceedings before the Court of Genea.

As part of said praceedings, the Civil Judge ruled the tax assessments be suspended against the subrmission 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 proceeding initiated with the extraordinary appeal before the President of the Republic of
Italy, ardered the suspension of the civil proceedings while the administrative case is pending.

The proceedings subsequent to the filing of the extraordinary appeals 1o the Head ol Stale are also still pending and,
despile the reminders filed by the appficants, the decision on the appeal and on the merits was not delivered during
2018. |deally, the appeals will be decided upon in 2019.

in consideration of (i} the guarantees issued by the seller of the companies of the international Power Group to ERG
in the contract of transfer of the investments in these companies, {ii) the settiement agreement concluded between
sald seller and ERG dated 19 December 2016, n which these guarantees were confirmed and further detailed, and
(iii) taking into account that in the 2013 consolidated financial statements a liability for an amount corresponding
to the nominal value of the incentives for which the Ministry of Economic Development is reguesting the return
(see definition of the purchase price allocation as a potential adjustment to the acquisition price of the ERG Wind
Group (Note 14 - Other non-cutrent liabilities) had already been allocated, further provisions are not required in the

consolidated financial staterments.

ERG Wind Investments Tax Audit

On 21 October 2015, the Tax Police - Special Income Unit - Investigation Group of Rome gerved to ERG Wind
Investments Limited the final assessment report on findings (hereinafter the "PVC") upon completion of the audit
work which had begun on 17 June 2015.

From the above mentioned audit, except for certain findings regarding an insigrificant amount, the following issues

arose (j) failure to withheld an amount on the differences connected to Interest Rate Swaps during the 2010-2013 tax
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period paid to foreign counterparts, as they were qualified as interest, amounting to EUR 8 7 million, (i) nappropriate
deduction during the 2010-2013 tax pericd of interest expense an an upstream loan from foreign subsidiaries to ERG
Wind Investments Limited as it was not supported by valid economic reasons (abuse of the right provided under
article 10-bis of Law no. 212/2000) with consequent higher taxes of EUR 8.8 million (i) failure to apply, in the 2070~
2013 tax period, withholding taxes on interest paid to non-resident individuals as part of the existing project financing
of EUR 14 million.

Regarding the aforementioned PVC of 28 December 2015, the Company has received {i) an assessment notice only
for the 2010 tax period for alleged failure to apply withhclding on IRS differentials paid to foreign counterparties of
EUR 2.5 million, plus a penalty of EUR 3 million and interest at 22 December 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 ameunt of EUR 0.8 million and (jil) a question regarding the alleged inappropriate deduction of the interest
expense on an upstream loan from forergn subsidiaries to ERG Wind Investments Limited as it was not supported by
a valid economic reasons (abuse of the right afforded under article 10-bis of Law no. 212/2000) for the 2010-2013
tax period.

Following the proceedings initiated against Provincial Division | of Rome and the documentation produced, the finding
made within the PVYC regarding failure to apply, during the 2010-2013 tax periods, withhclding tax on interest paid to
non-resident individuals zs part of the existing project financing of EUR for 14 million was removed.

On 29 January 2016, the Italian Revenue Agency - Provincial Division | of Rome was presented with a mutually-agreed
assessment settiement procedure, and defence briefs against the tax assessment.

As the aforementioned settlement proposal was not successful, on 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 Novermber 2016, the Rome Provincial Tax Commission ordered the judicial suspension of the tax coilection and
fixed the hearing for 6 February 2017,

0On 5 April 2017, the Rome Provincial Tax Commission accepted the appeal brought by the company.

0On 27 October 2017 the Italian Revenue Agency appealed to the competent Regional Tax Commissicn.

The merit hearing was held on 19 December 2018 at the Lazio Regional Tax Commission and we are awaiting the
decision.

Withholding taxes on the IRS differentials, 2011 tax pericd: on 8 October 2016, ERG Wind Investments Limited received
anassessment notice for the 2011 tax period for alleged failure to apply withholding on IRS differentials paid to foreign
counterparties for EUR 1.8 million, plus a penalty of EUR 2 million and interest at 14 Octcber 2016 of EUR 0.3 million.
An appeal and an application for judicial suspension of the tax collection within the terms prescribed by law have
been filed Following the failure to discuss the application for judicial suspension in good time, the company put
forward a request to the Italian tax collection agency for payment by instalments in order to divide the amounts due
into instalments. The request for payment by instalments was accepted with payment being fixed over 72 monthly

instalments.
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The merit hearing was heid on 27 September 2017 at the competent Provincial Tax Commission and we are awaiting
the decision.

0On 11 September 2018, the Rome Provincial Tax Commission accepled the appeal brought by the company.

On 18 September 2018, the company filed a petition for disenrollment from the register and repayment of the
amounts paid while the decision was pending (14 monthly installments were paid, amounting to EUR 0.2 millson). On
11 Novernber 2018, the company was informed of the allowance issued by the Revenue Agency for the amounts due.
0On 7 January 2019, the Italian tax collection agency reimbursed the amounts paid while the decision was pending.
Cn 29 October 2018, the jtalian Revenue Agency appealed to the competent Regional Tax Commission and we are
waiting for the hearing to be set.

Withholdings taxes on the IRS differentials, tax period 2012: on 31 Dctober 2017, ERG Wind !nvestments Limited
received an assessment notice for the 2012 tax period for alleged failure to apply withhelding on RS differentials paid
to foreign counterparties for EUR 1.9 miflion, plus a penalty of EUR 2.1 milhon and interest of EUR 0.3 millian at 20
October 2017. An appeal and an application for judicial suspension of the tax collection within the terms prescribed
by law have been filed.

On 7 May 2018, the merit hearing was held before the cormpetent Tax Commissicn and on 21 August 2078 the Rome
Provincial Tax Commission accepted the appeal filed by the cormpany.

On 29 October 2018, the Italian Revenue Agency appealed to the competent Regional Tax Commission and we are
waiting for the hearing to be set.

Withholdings taxes on the IRS differentials, tax penod 2013: on 1 Oclober 2018, ERG Wind Investments Limited
received an assessment notice for the 2013 tax period for alleged failure to apply withholding on IRS differentials
pad to fareign counterparties for EUR 2.4 million, plus a penalty of EUR 2.7 million and interest of FUR 0.4 million at
1 October 2018.

On 15 November 2018, an appezl and an application were filed for judicial suspensicn of the tax collection; the merit
hearing is set for 21 March 2019,

The Group does not deem it likely that it will lose the disputes in question and therefore no liabilities have been
recognised to this end.

In addition, in view of the charge in question, ERG Renew S.p.A. (naw ERG Power Generation $.p.A} has activated
the guarantees under the Share and Purchase Agreement stipulated with Engie (formerly Gaz de France Suez)
cancurrently with the acquisition of the ERG Wind Group against the tax assessment in guestion Engie declared that
the assessment can be considered as a “Seller Driven Matter™® only for the 2010 and 2011 tax periods.

On 9 March 2016, an arhitration was initiated in ordered to request/prove the liability of Engie (formerly Gaz de France
Suez) also for the subsequent tax period (in particular the 2072 tax period}.

ERG Renew S.p.A [(now ERG Power Generation S.p.A) at end-2016 decided nct to pursue the arbitration, while

reiterating Engie's responsibilities for subsequent tax periods.

& Engie formally recognises its lability based on the aforementioned $hare and Purchase Agreement.
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As a result of the assessment notice dated 31 October 2017 for the 2012 tax period, ERG Power Generation took
action 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 (Italy) Srl. Tax audit

On 3 Decernber 2015, the Tax Police - Rome Unit served to ERG Wind Holdings (Italy) Srl. the final assessment repcrt
on findings (hereinafter the "PVC”) upon completion of the audit work which had begun on 6 August 2074

From the aforementioned 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 the
transfer of business units consisting of electricity production plants (held on the basis of business feases) from 16 UK
LLPs to ERG Wind Energy S.rl. and subsequent assignment to the two shareholders (two UK LTD companies) of the
equity investment in ERG Wind Energy Sr.l.

The abovementioned finding, based on the gualification of the company sale, would result in a higher registration tax
of approximately EUR 9.5 million plus fines.

ERG Wind Holdings (ltaly) Srl. would be jointly and severally liable to pay the aforementioned 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) Sr.l a notice for payment order for the registration tax and fines.

The higher taxes requested total EUR 9.5 million pfus interest (EUR 0.9 million) and fines (EUR 11.4 million), for a total
of EUR 21.8 miltion,

On 10 February 2016 ERG Wind Holdings (Italy} S.rl appealed the aforementioned payment crders, in its belief that
the company is able to put forth valid arguments in its defence.

The merit hearing was held on 12 July 2077 at the Rome Provincial Tax Commission.

On 31 January 2018, the Rome Provincial Tax Commission rejected the appeal presented by the company.

0On 21 March 2018, ERG Wind Holdings {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 merit hearing was held on 18 October 2018 at the Rome Regional Tax Commission.

On 6 December 2018, the Rame Regional Tax Commission {CTR] rejected the appeal filed by the company.

On 4 Septermber 2018, the Revenue Agency-Collection served the company with the Payment Notice bearing the
enrcliment in the register of 2/3 of the registration fee, penalties and interest - totalling EUR 4.6 millicn - as a resuit of
the unfavourable first degree decision.

The company, deeming the document to be formally defective, filed appeat and petition for judicial suspension of the
tax collection.

On 12 October 2018, the Genoa Provincial Tax Commission ordered the judicial suspension of the cellection, subject

to the issuance of a bank guarantee. At the hearing of 4 Decernber 2018, the judicial suspension of the collection was
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confirmed until the date of publication of the first degree decision. The merit hearing was held on 5 February 2019
and we are awaiting the decision.

Inthis regard, it is pointed out that the 2019 Budget Law (ltalian Law ne 145 of 30 December 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 T of the consclidated law per Presidential Decree no. 137 of
26 April 1986. Therefore, the requalification of the extraordinary company sale for the nurposes of the registration
fee, confirmed in the first and i the second degree of the proceedings - albeit not applicable, in the opinion of the
campany, to the case at hand - will have to be disallowed by the appeal court.

The Group does not deemn 1t likely that it will lose and therefore no habilities have been recognised to this end.

In addition, in view of the charge in question, ERG Renew S.p.A. (now ERG Power Generation S.p.A) has activated
the guarantees under the Share and Purchase Agreement stipulated with Engie (formerly Gaz de France Suez)
concurrently with the acquisition of the ERG Wind Group. Engie has confirmed that the assessment can be considered

to be a "Seller Driven Matter®.

Notice of settlement of registration tax for the purchase of the ERG Hydro S.rl equity investment

On 3 July 2017 ERG Power Generation S p.A. and E On Italia were notified by the Genoa Provincial Office of the ltalian
Revenue Agency of the intention to reclassify the sale of all the shares in Hydre Terni Srl. {(now ERG Hydro Srl), carried
out on 30 November 2015, from sale of an equity investment (following the partiai demerger of the hydro business by
E.On Produzione $S.p.A) to sale of a company and, cansequently, ighliyliting non payment of the related proportional
registration tax on the declared price {approximately EUR 950 million).

Gn 27 July 2017, the companies met inspectors with officials from the Genoa Revenue Agency in order to provide therr first
observations. As agreed with the Office, on 21 September 2017, the companies submitted to the Italian Revenue Agency
a detailed nate describing the intentions of the parties, the technical and legai peculiarities underlying the statutory lawsuit
for the sale of the equity 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 side, following the technical-legal analyses conducted at the time, acquisition of the
investrnent in ERG Hydro Surl. (following the partial demerger of the hydro business by E.On Produzione S.p.A) was the only
concretely possible transaction within the terms and methods aimed at keeping the investment economically sustainable,
Specifically, the issues that prevented a different transaction from being passible (i.e. transfer of 2 company) were: (i) the
complexity and uncertain timing of obtaining authorisation from the authorities 1n regard to the transfer of concessions,
{ii} pianning/tand discrepancies for some hydroelectric assets, and {jii) the incompatibility of an acquisition of a business
unit of the company with the structure of the ERG Group, within which each individual business is managed by a specific
company appointed for said purpose.

Despite presentation of the detailed note by ERG Fower Generation and E On Italia (supplemented by further production on

26 October 2017} and the meeting with officials of the Genoa Revenue Agency on 17 Octaber 2017, on 27 October 2017,
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the Genca Provincial Office of the Italian Revenue Agency served notice of payment of an additional registration tax of
approximately EUR 28.8 million plus interest of EUR 1.9 million (no penalties were applied).

On 24 Novernber 2017, an appeal and an application for judicial suspension of the tax collection were filed.

On 14 December 2017, the Judicial suspension of the tax coliection was ordered.

The merit hearing was held on 14 March 2018.

0On 7 Novermber 2018, the decision no. 1256/6/18 of 14 March 2018 was filed, with it, the Genoa Provincial Tax Cormmission
rejected the appeai filed by ERG Power Generaticn S.p.A.

0On 15 January 2019, the company appealed and applied for judicial suspension of the tax collection.

0n 26 February 2019, ERG Power Generation S.p.A. received - following the first decree decision - a payment notice bearing
the enrcliment in the register of approximately EUR 41.8 million (amount inciuding tax, penalties, interest and collection
premiums). The Company filed a petition t¢ obtain the previously requested judicial suspension of the coliection.

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 December 2017 (2018 Budget Law), is the authentic interpretation (hence
with retroactive effect) of Article 20, paragraph 1 of the consolidated law per Presidential Decree ne. 121 of 26 April 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 applicable, in the cpinion of the company, ta the case at hand - will have to be
disaflowed by the second degree court.

At the approval date of this repart, 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 Statement of Financial Position at 31 December 2017 is presented in accordance with IFRS 5, with

regard 1o the assets and liabilities of subsidiary Brockaghboy Windfarm Ltd. The impacts of the aforementioned

exception are indicated separately under the itern "Assets held for sale” and "Liabilities held for sale”.

31127207

Brockaghboy Intragroup Total
(EUR thousand) Windfarm Ltd.  transactions
Intangible assets 6,998 - 6,998
Goodwill - - -
Property, plant and equipment 70,329 - 70,329
Equity Investments - - -
Other non-current financial assets - - -
Deferred tax assets 67 - 67
Other non-current assets - - -
Non-current assets 77,394 - 77,394
inventories - - -
Trade receivables 1,940 - 1,940
Other current assets 899 - 899
Current financial assets - - -
Cash and cash equivalents 1,293 - 1,293
Current assets 4,132 - 4,132
TOTAL ASSETS HELD FOR SALE 81,526 - 81,526
Equity — - _
Non-controlling interests - - -
Equity - - -
Past-employment benefits - -
Deferred tax liabilities (67) - (&7)
Provisions for non-current risks and charges 1,387 - 1,381
Nen-current financial habiites - - -
Other non-current liabilities - -
Non-current liabilities 1,314 - 1,314
Provisions for current fisks and charges - - -
Trade payables 703 - 703
Current financial liabilities 56,088 (56,088) @
QOther current Liabilities 139 - 135
Current liabilities 56,930 (56,088) 842
TOTAL LIABILITIES HELD FOR SALE 58,244 (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
(i.e. 1 January 2018). Consequently, the 2017 figures were not restated.
Far the representation of companiscn data for 2017, restated in accordance with IFRS 15, please see the description

in the Directors’ Report.

NOTE 22 - REVENUE

2018 2017
Revenue from sales 736,770 762,269
Revenues for incentives 278,329 278,365
Revenue from services 8,093 11,803
Total 1,023,792 1,052,437

The breakdown of revenue by operating segment and gecgraphic area in accordance with {FRS 8 is provided under

Note 34 - Disclosure by operating segment and geographic area.

Revenue from sales consists mainly of

- sales of electricity produced by wind farms, thermeelectric installations 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 scld on wholesale channels to industrial operators 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” (M1}, 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 Group also sells water and steam supplied to industrial operators at the Priolo site.

incentives reiated to the output in the year of the wind farms and photovoltaic plants in operation, and the
hydroelectric plants of ERG Hydro. In particular, the valuation of the incentives in Italy was calculated at the price
of 88.95 EUR/MWh determined on the basis of the expected realisable value. With reference to the regulations

pertaining to incentives, please refer to the section Basis of preparation.

For further details regarding the prices and quantities sold please see the comment in the Birectors’ Report.
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The breakdown of revenue from sales to third parties and to Group comganies not consolidated line by line is as

follows:
2018 2007
Sales to third parties 1,011,784 1,040,575
Sales to Group companies not cansohdated line by line 12,008 11,862
Total 1,023,792 1,052,437

Sales to third parties includes EUR 188 million (EUR 170 million in 2017} of prices by way of feed-in tariff collected by
the companies operating in ltaly in the wind, salar and hydroelectric segments.
A single customer has revenues exceeding 10% of the total revenue of the Group.

The breakdown of revenue by type and operating segment is presented befow:

{EUR millian) wind Thermoelectric  Hydroelectric Solar Corporate Yotal
Revenue from sales

Electricity to the market 122 213 114 8 - 458
Electricity to end custorers - 85 - - - 85
Transport and third-party - & - - - 8
Steam - Gas and other utiliies - 67 - - - &7
Feed-in Premiurmn 25h4 30 30 - 364
White Certificates - 25 - - - 25
Green certificatles abroad 10 - - - 10
Total Revenue from sales 386 398 194 33 - 1,016

Revenue from services

Other - Services - 8 - - - g
Total Revenue from services - ] - - - 8
TOTAL REVENUE 386 405 194 38 - 1,024

The details of revenue by operating segment and by gecgraphic area are presented below:

VE

::‘;ER m;‘hl;'ri 2018 2017
wind 386 442
Thermoelectric 405 473
Hydroelectnc 194 137
Solar 38 -
Total 1,024 1,052

2018 207
Italy 903 927
France 49 44
Germany 33 37
Poland 14 12
Buigana 13 13
Romania 12 19

Total 1,024 1,052
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The timeframe for the collection 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, for contracts with end customers
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 no (ater 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
Indemnities 2,038 1,580
Reimburserment of expenses 515 126
Capital gains on disposals 33 1
Non-recurring income 8,297 4
Other revenue and income 7,466 6,904
Total 18,349 8,863

The item mainly includes smaller chargebacks to third parties and grants related to incorme and the chargebacks to
Group companies not consclidated line by line.

The increase is due to the recognition of prior year income deriving from the closure of prior year items.

NOTE 24 - PURCHASES

The 2018 amount is equal to EUR 327 million (EUR 356 million in 2017) and refers mainly to the purchase of
electricity frem GME and gas from Edison and Gazprom S.p.A. The decrease relates mainly to lower electricity
costs.

Purchase costs include the net negative impact of EUR 7.3 million {EUR 77 million in 2017) of commodity hedging

derivatives, described in detail below.

2018 2017
Purchases of electnaity from third parties 135,835 190,955
Purchases of gas from third parties 149,365 132,666
Purchases of raw materials and utilities 35,732 23,721
Purchases from Group companies not consalidated line by line 0 172
Increases in non-current assets for internal work (484) (277}
Differential of derivatives on EBITDA 7,266 7,729
Change in inventories (728) 624

Total 326,985 355,690



R N BT T CONSOQLIDATED FINANCIAL STATEMENTS St n o m EAEERTERN S 217

(EUR thousand) 2018

Income from derivatives realised at Fair Value to Profit or Loss 8,326

Income from dervatives unrealised at Fair Value to Profit or Loss

Income of cash flow hedge derivatives 17,475
Income deriving from ineffectiveness of cash flow hedge derivatives -
Total income from commodity derivatives 25,801
Expense from derivatives realised at Fair Value 1o Profit or Loss (8,337)
Expense from derivatives unrealised at Farr Value to Profit or Lass -
Expense on cash flow hedge derivatives (24,730}
Expense deriving from ineffectiveness of cash flow hedge denvatives -
Total costs from commodity derivative contracts (33,067}
Total (7,266)
of which cash flow hedge dervatives [7.255)

Cash flow hedge derivatives - objective of the hedge

Inceme of cash flow hedge derivatives with Power sales hedge objectives 1.896
Expense of cash flow hedge derivatives with Power sales hedge objectives (24,300}
Income of cash flow hedge derivatives with Power purchases hedge objectives 3443
Expense of cash flow hedge derivatives with Power purchases hedge cbjectives {258)
Income of cash flow hedge dervatives with Gas sales hedge objectives 23
Expense of cash flow hedge dervatives with (Gas sales hedge cbjectives 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 derivatives with sales hedge objectives {22,494)
Total of cash flow hedge derivatives with purchases hedge objectives 15,238
TOTAL (7.255)

NOTE 25- SERVICES AND OTHER OPERATING COSTS

2018 2017
Service costs 145,561 143,576
Rental, lease and hire expenses 16,211 17,014
Impairment of receivables (276) 1,481
Allccations for nisks and charges 36/0 9,047
Taxes and duties 9,707 9,926
Gther operating expenses 2481 2,489

Total 177,353 183,933
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2018 2017
Costs for electricity transport 4,095 13,435
Commercial, distribution and transport costs 854 762
Royatties and land rights 11,440 9,759
Maintenance and repairs 31,933 25,826
Utilities and supplies 3,584 3,597
Insurance 8,056 8,019
Consultancy services 13,652 11,508
Advertising and promotions 98 70
Costs for services from Group companies not consolidated line by line 43917 46,987
Other services 22,931 23614
Total 145,561 143,576

Costs for services are broken down as foilows:

- 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 comprise banking charges, overhead costs and personnel transactien costs.

Duties and taxes refer mainly to the municipal taxes for the ERG Power CCGT piant and the wind farms, and other

taxes and duties.

NOTE 26 - PERSONNEL EXPENSE

2018 2017
Wages and salaries 27,81 25424
Social security expenses 8,282 7,766
Post-employment benefits 1,604 1,505
Other personnel costs 331 1,945
Total 41,009 36,639

The increase is mainly due tc the increase in perscnnel of the foreign companies, following acquisitions during the
year.

The following table shows the breakdown of the ERG Power Generation Group personnel (average headcount during

the year):
2018 2017
Executives 15 12
Managers 30 66
White-collar staff 228 235
Blue collar staff - Intermediate 179 175
Total 512 489

At 31 December 2018, the total number of employees was 512.
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NOTE 27 - AMORTISATION DEPRECIATION AND IMPAIRMENT OF

NON-CURREN I AS>ETS

2018 2n7
Arnortisation of intangible non-current assets 51,902 45,482
Depreciation of property, plant and equipment 216,721 200,613
Impairment of non-current assets 609 (30)
Total 269,232 246,065

The increase in the value of the depreciation/amartisation is mainly due to the change in the consolidation scope

commented above, following acquisition of the sclar plants and of the new French wind farms.

NOTE 28 - NET FINANCIAL INCOME (EXPENSE)

2018 2017
Income
Positive foreign exchange differences 1,502 87
Effect of loan renegotiations (IFRS 9 gain) 5527 -
Bank interest recervable 67 53
Derivative financial instrurments on rates 18,755 17,802
Other financiai income 134 307
26,024 18,849
Expense
Negative foreign exchange differences {1.355) [949)
Effect of loan renegotiations (IFRS 9 loss) (2.470) -
Bark interest payable (21,979) (20,897)
Derivative financial instruments on rates (35728) (34,446}
Armartised cost on mortgages, loans and project financing (19,753) (19,889)
Other financial expense (4134) (3418)
{85,418} (79,597)
Total (59,394) (60,748)

The total effect of the renegotiation of loans, equal to EUR 5.5 million, relates to the positive net income compaonent

generated as a result of the application of IFRS 9 during non-substantial modifications of financial liabilsties, partially

offset by the portion of cost of the year (EUR 2.5 million).

NOTE 29 - NET GAINS (LOSSES) ON EQUITY INVESTMENTS

Net loss on equity investments of EUR -408 thousand {net losses of EUR -1,105 thousand in 2017) refers.

» tothe Group's portion of the result of Priolo Servizi S.C p.A. (EUR 143 thousand),

- to allocations to provisions for risks on equity investments (EUR -550 thousand) pertaining to companies not

consolidated line by line.
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NOTE 30 - INCOME TAXES

Income taxes

2018 2017
Current income taxes {51,851) {46,824)
Previous years taxes (282) 671)
Deferred tax assets and habilities 6,927 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® ariginate from the temporary differences deriving from adjustments made to the
consolidated companies’ separate financial statements to comply with the Group's uniform accounting policies, from
the temporary differences between the carrying amount of recognised assets and liabilities and their tax base and
from tax losses that can be carried forward.

Additicnally, deferred tax liabilities amounting to EUR 18 million (EUR 11.8 million in 2017), calculated on the fair value
of the derivatives that qualified for hedge accounting, were recognised directly in equity.

The rate used for 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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Raconailiation hetwaaen affartive and theoratic 4l tax expanse
iRES
Profit before taxes 167,759
Theoretical IRES 24% 40,262
Impact of consolidation adjustrments that are not relevant for tax calculation purposes 44
Impact of ACE (A1d to Econcmic Growth) (8027
Impact of permanent tax changes (814)
Current, deferred and advance IRES (Corporate Income Tax) 31,465
IRAP
Net Operating Income (EBIT) 227,562
Impairment of receivables (275)
Total 227837
Theoretical IRAP 5% 11,392
Effect of higher IRAP rate for some companies (1.970)
Impact of permanent tax changes and consolidation adjustments that 3915
are not relevant for tax calculation purposes '
Current, deferred and advance [RAP 13,391
Total theoretical taxes 51,654
Total IRES and IRAR in the financial statements 44,856
Previous year taxes 282
Substitute taxes 73
Total taxes in financial statements 45212
Brockaghbay Windfarm Ltd taxes 248
45,459

TOTAL TAXES (INCLUDING IFRS 5 EFFECT)
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NOTE 31 - PROFIT FROM DISCONTINUED OPERATIONS

The income statement 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 is presented in accordance with {FRS 5, with the exclusion of the results of subsidiary

Brockaghboy Windfarm Ltd., which is consolidated on a line-by-line basis.

2018
Brockaghboy
(EUR thousand) Windfarm 1td.
Revenue 2937
QOther income 889
Purchases @
Services and ather costs (551)
Personnel expense -
Gress Operating Income (EBITDA) 3,275
Depreciation, amortisation and impairment losses (704)
Net financial income (expense) (605)
Net income (loss) on equity iInvestrments 26,714
PROFIT BEFORE TAXES 28,680
Income taxes (248)
Profit from discontinued operations 28,432
2017
Brockaghboy
{EUR thousand) Windfarm Ltd.
Revenue 2910
Other income -
Purchases -
Services and other costs (579)
Persannel expense -
Gross Operating Income (EBITDA}) 23N
Depreciation, amortisation and impairment logses (1,261}
Net financial mcome (expense) (317}
Net income (loss) on equity investments -
PROFIT BEFORE TAXES 753
Income taxes (129)

Profit from discontinued operations 625
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NOTE 32 - NON-RECURRING ITEMS
The table below shows the significant income and expenses arising from non-recurring transactions or gvents that

do not occur frequently in the ordinary course of business are presented below.

2018 2017
Revenue from sales and services - - I
Other revenue - -
Purchases - -
Change 1 inventories - -
Services and other costs 1 (1,775) (398)
Personnel expense 2 {1.732} -
Amortisation, depreciation and impairment of non-current assels - -
Net financial Income (expense) 3 4,012 -
Net income {loss) on equity Investments - -
Income taxes 4 (97} 5
Profit fron non-tecurring items continuing operations 408 (393)
Profit from non-recurting items discontinued operations 5 26,170 -
Profit from non-recurring items 26,578 {393)
Non-controlling interests - 0
Group Profit from non-recurring items 26,578 (393)

In2018

1 services and other costs refer to ancillary costs relating to non-recurring transactions and to ancillary costs related
to the ERG Group's 80th anniversary celebrations;

2 personnel expenses relate to bonuses to employees related to the ERG Group's 80th anniversary celebrations;

3 net financial income (expense) recognised, on the basis of IFRS 9, in reference to refinancing operations completed
during the period (EUR & million), net of the reversal effect related to refinancing operations performed in previous '
years and in the current period (EUR -2 million);

4 income taxes refer to the tax effect of the iterms commented above;

S the net profit or loss of discantinued cperations refers to the sale of Brockaghboy Windfarm Ltd.

In2017

1 seyvices and other costs refer to other ancillary costs for extracrdinary transactions.
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NOTE 33 - RELATED PARTIES

The transactions carried out by ERG Power Generation with related parties pertain mainly to:
- the exchange of goods, the performance of services, the provision and use of financing;

- the provision and use of financing with respect to parent company ERG S.p.A.

The impact of related party cash flows is indicated in the following summary table;

Income Statement

: Services and Financial Financial
Revenue Other income Purchases other costs income expense
ERGSpA 76 1 - (35.818) 9 (2.244)
Priclo Servzi SCp A 11,832 - - (8.089) - -
Total 12,608 1 - (43917) 9 (2,244)
Statement of Financial Position
norro:.‘;rrent Other Trade Other current Current  Non-current Other Trade Current Other
financial non-current receivabies :s::‘sm financial financial  non-current ayables financial curtent
v as-sets assets  liabilities  labilities P liahilities  liabilities
ERGSpA - - 1,156 2/673 3 72487 - - - 40,654
Priolo ServiziSCp A - - 2978 - - - - 30 - -
Otaer mingr items - - 3z - - - - -
TOTAL - - 4,167 27,673 3 12,467 - 30 - 40,654

NOTE 34 - DISCLOSURE BY OPERATING SEGMENT

AND GEOGRAPHIC AREA

Reporting by business and gecgraphical segment is presented in accordance with IFRS 8 - Operating segments.
Theresults at market value are indicaters 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 non-recurring items.

Operating results are presented and commented on with reference to the various production technologies, in line with
the Group's internal performance measurement methods.

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 technolegy, 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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Reporting by business seament

Wind Thermo- Hydroslectric Solar Gorporate Total Non-recurring Total Discontinued cor}:;ﬂ ng
(EUR million) eleclric Adjusied iterns Reporied operations operations
2018
Total revenue 3894 404 8 1841 384 - 1.0266 - 10266 - 10266
Intra-segment revenue - - - - - - - - - -
Revenue 38%.4 404.8 1941 38.4 - 1.026.6 - 1.026.6 29y 1.023.7
Gross Operating income [EBITDA) 2739 N2 1462 323 - 9036 (35) 5001 33 496 8
Amortisation, depreciation _ _
Al mpatTnt eses (157 4) 307) (581) (238) (269 9) 1269 9) 07 (268 2)
Net Operating Income (EBIT) 116.4 20.5 88.2 8.5 - 2336 @.5) 2301 (2.6) 2276
Gains {losses) on equity _ ~ - ‘
Investments to equity s €1 {Ga) 267 26.3 (267) 04
investments in asgociates and _ - ~ - - - - _ _ -
joint ventures
Capital expenditure in _ _ _
noR-CUITENt agaets 146.4 8.1 6.7 345.2 506.5 506.5 506.5

. . . Total
: ) Total Non-recurring Tatal Discontinued g

Wind Thermaelectric  Hydroalectric  Solar Corporate . L . continving
(EUR million) Adjusted items Reported operations operations
207
Total revenue 445 4 4733 1366 - - 10562 - 10552 - 105852
{ntra-seqrmeri reyenue - - - - - - - - - -
Revenue 445 4 4733 136.6 - - 1.055.2 - 1.055.2 (2.9) 1.052.3
Gross Operating Income (EB T04) 3162 |4 936 - - 4883 (04) 487 9 73 4855
Amortisation, gepreciation _ _ _
and imparment logses nsen o8 (58 4) (2473) (2473} 13 2467
Net Operating income (ERIT) 158.2 476 35.1 - - 2409 (0.4) 240.5 {1.1) 2395
Gains (losses) on egquity invest- _ _ _ _
ente 1o equty (11 01 (10) (10} %]
Investments in associates and _ - - _ - - - — -
joint ventures
Capital expenditure in nof- 74.8 5.9 61 _ _ 50.9 _ 90.9 _ 209

current assets
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Reporting by gecaranhical segment

Revenue from foreign countries relate to the revenue of the individual foreign Group companies present in the specific
countries.

A single customer has revenues exceeding 10% of the total revenue of the Group.

For the details on non-recurring items, please refer to Note 31 - Non-recurring items.

. . Total
(EUR milion) taly France Germany Poland Bulgaria Romania UK recurring
018
Revenue from sales and services 903 1 489 327 139 126 125 29 1.0206
Gross Operating Income (EBITDA) 424.7 301 216 9.8 79 6.6 29 8503.6
Amortisation, depreciation and impairment P
Daens o Hom ceprenial mpal (2116} {233) 90 (60) a1 52) 7 (2699)
Net Operating Income (EBIT) at fair value 2131 6.8 2.7 38 3.8 1.3 2.2 233.6
Capital expenditure in non-current assets 367.7 98.7 171 0.0 0.0 0.3 226 506.5
2017
Revenue from sales and services 9273 442 368 118 129 194 29 10552
Gross Operating Income (EBITDA) 4126 29.6 248 4.7 6.0 B3 23 488.3
ﬁ}r;g:sat\on‘ depreciation and impairment (190.2) (213) (129 ®1) (4.2) (52 01.3) (247.3)
Net Operating Income {EBIT) at fair value 2223 a3 5.9 (1.4) 1.7 29 11 2409
Capital expenditure in non-current assets 19.1 24 395 1.1 0.0 0.2 287 90.9

NOTE 35- ALTERNATIVE PERFORMANCE INDICATORS

Some of the APIs used in the Directors’ Report are different from the financial indicators expressly provided for by the
IFRS adopted by the Group.

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

Finally, in crder to enhance understanding of the business segments’ performance, the operating results are shown
excluding special income items: these results 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 items of the financial staternents templates

adopted are as follows:

- Adjusted revenue s revenue, as indicated in the Financial Statements, with the exclusion of significant special
income compaonents (special items);

+ EBITDA is an indicator of operating performance calculated by adding "Amortisation, depreciation and impairment”

to the net operating profit. EBITDA is explicitly indicated as a subtotal in the financial statements;
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Adjusted EBITDA is the grass operating margin, as defined above, with the exclusion of sigrificant special income
components (special items);

Adjusted EBIT is the net operating profit, expiicitly indicated as a subtotal in the Financial Statements, with the
exclusion of significant special income components (special itemns);

EBITDA margin is an indicator of the operating performance calculated by comparing the adjusted EBITDA 1o the
Revenue from sales and services of each individual business segment;

The Adjusted tax rate s 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 significant special profit or loss components (special tems), net of the related tax effects;,

- Investments are obtained from the sum of investments in property, plant and equipment and intangible assets.

Starting from the interim Report at 31 March 2018, they also include the carrying amount of the acquisitions 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 surn of Nan-current Assets, Net Working Capital, Liabilities related to Post-
employment Benefits, Other Assets and Other Liabilities;

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

refating to derivative instruments;

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

invested capital.

The special items include stgnificant 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-oceur 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 dispesal of assets;

significant write-downs recorded on assets following impairment tests;

Income and the associated reversals recognised in application of IFRS 9, in relation to the restructuring of loans

inplace.

227
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FY 2078

Economic indicators

Income Contribution Exclusion of Exclusi Exclusion Exclusion of Adj d
Statemnent from ancillary charges  of ERG 80 of gaih on impact of gain income
Discontinued on extraordinary Charges disposal of  onrefi ing it
operations operations the UK equity IFRS 3
{Brockaghboy) investment

(EUR thousand) 1 2 3 4 5
Reverue 1023732 2937 - - - 1426729
{Cther income 18349 389 - - - - 19,238
Purchases (326 585) Q) - - - - {326,585
Serwces and other operating costs (177.353) (551) 1775 - - - {176,129}
Personnel expense {41,009) - 1,732 - - 136,277)
Gross Operating Income (EBITDA) 496,794 3,275 1,778 1,732 - - 503,575
g;'nqoor#iitr\g;{ld:g:gatwor and impairment (265,232} 1704y B _ 1265,936)
Net Operating Income (EBIT) 227,562 2,57 1,775 1,732 - - 233,640
Finarcial exoense (85,418} (1802} - 226 2468 (84,526)
Fmarcial incorre 26024 1198 - - - {6.481) 20,740
Net financlal income (expense) (59,394) {605) - - 226 {4,012) {63,78%)
Net gains on eguity-accounted investmen's 143 - - - - - 143
vestmentg  Louses)on eauty (551 26714 - - 26774) (551)
Gains (losses) on equity investments {408) 26,714 - - (26,714) - {408)
PROFIT BEFORE TAXES 167,759 28,680 1,775 1732 (26,488) {4,012) 169,446
Income taxes 145212) (228) {320) (502) 37 920 {45.045)
PROFIT FROM CONTINUING DPERATIONS 122,548 28,432 1,455 1,230 (26,70Q) (3,092) 124,401
Profit from discontinued operations 28,432 (28,432) -
PROFIT FOR THE YEAR 150,980 - 1,455 1,230 (26,370} {3.092) 124,401
Non-controll ng interests {133) {133)
PROFIT ATTRIBUTABLE TO THE OWNERS 150,847 _ 1455 1,230 (26,170) (3.092) 124,268

OF THE PARENT

—

The results of Brockaghbaoy, 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

tc 7 March 2018 by the assets sold are shown and commented on in ordinary operations, In line with the approach

already adopted in the Directors’ Report on the 2017 Financial Stalements.

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

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

4 The aforementioned 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
itemn.

5 The Group renegotiated a number of loans during the year IFRS 9 does not allow for the deferment of the econemic

effects of the renegotiation of loans on the residual life ¢f the liability: this resulted in a net gain of approximately

EUR 4 million being accounted for in 2018, For the purposes of clearer disclosure of the cost of net financial

indebtedness, It was considered appropriate ta show in the adjusted income statement financial expense related
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to the debt serwice payment, deferring the recognition of benefits of the renegotiation over the remaining term of
the liability and not recognising therm ail in one immediate entry at the time of the amendment. The adjustment
commented herein relates primarily to 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
Economic indicators
Income Contribution from Exclugion of FRS 15 Adjusted income
Stat L Bi ancillary charges  Reclassificati

(EUR thousand) (Br;ck:qhboy) moperaztiuns 4

Revenye 1,052437 2910 - (8.907) 1.046,440
COther ncame 8863 - - - B.863
Purcnases (355.590) - - - {355,590}
Services and other operating costs (183,533 (579) 398 84907 {174807)
Personnel expense (36.639) - - - {36,639}
Grass Operating Income (EBITDA) 485,538 23 398 - 438,267
i;sngz;tslsahon, depreciation and impairment of non-current (246,065) 1.267) (247,326)
Net Operating income (EBIT) 239,473 1,070 398 - 240,941
Financial expense {79.597) {548} {80144}
Financial ncome 18,845 229 19,079
Net financial income (expense) (60,748} 317} - - (61,065}
Net gains on equity-accounied invesiments 1% - - - 1°9
Other net gaths (losses) on equity Investments (1.124) - - - (1.124)
Galns on equity i (1,005) - - - (1,005)
F;ROFrr BEFORE TAXES 172,720 753 398 - 178,871
Income faxes {41.752) 129) 5} - {41,886)
PROFIT FROM CONTINUING OPERATIONS 135,967 625 393 - 136,985
“rofit from discontinued operations 625 (525) -
PROFIT FOR THE YEAR 136,592 0) 393 ~ 136,985
Ner-gontroliing interests - -
PROFIT ATTRIBUTABLE TO THE OWNERS OF THE PARENT 136,592 © 393 ~ 136,985

1 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
ta 7 March 2018 by the assets sold are shown and commented on in ordinary operations, in line with the approach
already adopted in the Directors’ Report on the 2017 Financial Staterments

2 Anciliary charges relating to other operations of a non-recurrent nature and capitalised charges on holdings

managed as ancillary charges on Group consolidated.
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NOTE 36 - FINANCIAL INSTRUMENTS

For infarmation on the effects deriving from the first application of IFRS 9 to financial instruments, please refer (¢
the section Accounting standards, amendments and IFRS interpretations applied starting on 1 January 2018, In
accordance with the selected methed of first application of IFRS 9, the comparative information was not restated to

reflect the new provisions.

31/12/2018
The following table shows, for each financial asset and liability, the carrying amcunt and the fair value. Informaticn
on the fair value of financial assets and liabilities not measured at fair value are excluded, when the carrying amount

represents a reasonable approximation of fair value.

31/12/2018

Fﬂ:d':::: FVTPL Fvoc) Frosets oher c:::‘;:,. 0 Fair
instruments  nSuMents  instruments  measuwedat - pabilities Amount vakue
Equity investments - 617 - - - &17 617
Cther non-current financial receva-bles - - - 40152 - 40152 na
Derivative instruments - - - - - - ng
Other current fingncral receivables ™ - - - 37216 - 37.216 na
Trade “ecelvables - - - 251192 - 251192 na
Financiai instraments in working capital - - 446 - - 445 446
Other recevables - - - 158 946 - 158946 na
Cash and cash equivalents - - 175654 175654 na.
Total assets - 617 446 563.159 - 564,222
Loans and barrowings - - - - - -
No recourse project finanging - - - 1177 552 1177 552 1367848
Other financial expense - - - 98985 98 485 96612
Derivative instruments 83250 - - - 83250 83250
Trade payables - - - 83926 83626 na
Other payables - - 100798 100 298 na
Total liabilities B3.250 - - - 1.460.761 1.544 011

{1) the column Financial assels measured at amortised cost’ ncludes EUR 34,670 thousand of the g.arantee margins related to the futures dervat ves hedging the electricity
price nisk This amount 15 "eported net of the fair values of these contracts at 31 December 2013, negative by a total amount of EUR 24,014 thousand

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 liabilities are measured at amortised cost.

The most important items to be considered parts of the net financial position relate to:

+ Derivative instruments

+ Financial receivables

- (Cash and cash equivalents

- Loans and borrowings

+ No recourse project financing

Current bank borrowings

Financial payables
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With regard to the most important items for the purposes of the income statement, the following are pointed out:
+ Derivative instruments
« 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

1o 3 based on the degree to which their fair value can be observed:

« level 1, the fair value is determined from prices quoted on active markets;

+ level 2, the fair value is determined using valuation techniques based on variables which are directly {or indirectly)
observable on the market;

- flevel 3, the fair value is determined using valuation techniques based on significant variables that cannot be

observed on the market.

Level 1 Level 2 Level 3

Financial assets

- Fair value - Hedging instruments - - -
- FVTPL instruments - 617 -
- FVOC| instruments 446 - -
- Financial assets measured at amortised cost - - -
Total 446 617 -
Financial liahilities

- Fair value - hedging instruments " 24014 83.250 -
- Other financial liabilities - 1.464 460 -
Total 24.014 2.442 671 -

1) “Farr value - Hedging inst-uments” Includes the positive fair values of the futures contracts hesging the commiesdity price nsk, amouniing to EUR 24,014 thousand. Said
amount 1s reported In the presert Report as & direct deduction of the value of Financial assets measured at amortised cost

The financial instruments classified in tevel 1 relate to the fair value of future derivative contracts on commaodities for

an amount egual to EUR 24,014 thousand and bonds for an amount equal to EUR 446 thousand.

Project financing and financial instruments 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 application methods chosen,

the comparative infarmation was nat restated

231



232 €RG Power Generation .4, 222000 &

L

Classification of the financial instruments at 31 December 2017 15 provided beiow.

311272017 FYTPL™M LERD AFSP ';"::‘;'r:g "fg'rl‘;i'es Tatal ng;::"'uxm Fair valua
Equity investments - - 10 - - 0 - -
Fnancial recevables - 39,233 - - - 39.233 39,233 h
Denvative mstruments - - - 12,210 1720 - 17,210
Trace receivables - 256,060 - - - 256,090 - -
F nanciat instruments in werking camital - 0 - - a -

Other recevables - 241,340 - . - 241340 162,026 -
Cash and cash equivalenis - 151,022 - - 151022 - 151022
Total assats - 687,685 10 11,210 - 704,905 201,259 168,232
Loans ard borowings - - - - - - -
No recourse project financing - - - - 1174706 1,114 706 97089 -
Current bank barrowings - - - 71 7 - -
Financigl payables - - - 2107 2107 - -
Derivative instrurents - - - *02,503 - 102,503 102 361 102,503
Trade payables - - - - 71.002 71,602 - -
Otner payables - - - - 81.606 81.606 30,662 83 606
Total hiabilities - - - 102,503 1,269,492 1,371,995 1,103,914 184,109

(1) FVTPL farr value through profit or loss
(?) L&R Loans and receivables
(3) AFS Avalable for sale financial iInvestments

The following table provides an analysis of the financial instruments measured at fair value, grouped as levels 110 3

based on the degree to which their fair value can be observed:

- level 1, the fair value is determined from prices quoted cn active markets;

- level 2, the fair value (s determined using valuation techniques based on variables which are directly {or indirectly}
observable on the market;

- level 3, the fair value is determined using valuation techniques based on significant variables that cannot be

observed on the market.

Level 1 Level 2 Level 3

Financial assets

-FVTPL - - -

- AFS - - -

- Hedging derivatives 16,647 564 -
Total 16,647 564 -
Financial liabilities

-FVTPL - - -

- Hedging derivatives - 102,503 -
Total - 102,503 -

At 31 Decermnber 2017, the Group had no financial instruments classifiabie under level 3.
Financial instruments classified in leve! 1 relate to commodities (electricity and gas), whose value is quoted daily.

Project financing and financial instruments on interest rates and commedities are mainly classified in level 2.



AU VS L S T CONSOLIDATED FINANCIAL STATEMENTS ENAN AL S e BRIy

To determine the market value of the financial instruments, ERG Power Generation uses varnous models for measuring

and vaiuation, as summarised helow:

- Data IFRS 7
Type Instrument Pricing modei Market data used provider Hierarchy
Interest rate Interest Rate Swap  Discounted - Deposit rates (Euribor) - Reuters Level 2
derivatives Cash Flow - Swap rates
Interest Rate Option  Black & Scholes - Deposit rates (Euripor) - Reuters Level 2
{Cap, Floor) - Swap rates - Reuters
- Implied valatility of rates
Foreigh FX Forward Discounted - Zero coupen curves of the reference - Reuters Level 2
exchange Cash Flow currencies
derivatives - ECB spot exchange rates
FX Option Black & Scholes - Zero coupon curves of the reference - Reuters Level 2
currencles
Edgeworth - ECB spet exchange rates
Exparnision
Monte Carlo - Imglicit exchange rate volatility
Simulation
Derivatives on Commodity Swap Discounted - Official spot prices of reference commaodities - Platt’s Level 2
commodities Cash Flow
Gas forrmulas - ECB spot exchange rates - Reuterg
Commodity Future  Listed - Official settlement prices - Scurce: EEX -EEX via Level1
instrument Reuters
Contract for Discounted Forward PUN guoted on the OTC market EEX via Level 2
Difference (CD) Cash Flow Reuters
- Zero coupon curve on the Euro - Reuters

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 impairrment of the assigned credit
rating;

« market risk, deriving from exposure to exchange rate fluctuations, mainly between Euro and US Dollar, to interest
rate fluctuations, and to the change in the prices of the products sold and of the purchases of raw materials

{commodity price valatility risk);

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. Consistently with this
objective, an advanced Risk Management system was adopted that assures, in compliance with the existing policies
an the matter, the identification, measurement and central level control for the entire Group of the degree of exposure

to individual risks.
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The Group Risk Management & Corporate Finance function ensures consistency with the assigned risk limits and
provides adequate sugport with ts own analyses, both to individual subsidiaries and to the Risk Commiittee and Top

Management of the Parent Company, for strategic decisions.

Credit risk

Exposureto credit risk, inherent in the probability that a determined counterparty will not be able to meet its contractual
obligations, is managed through appropriate analyses and assessments also supported by primary providers on
the analysis of the credit nisk, attributing to each counterparty an internal rating (internal Rating Based, summary
indicator of creditworthiness assessment). The rating class provides an estimate of the probability of default of a
determined counterparty from which the assigned degree of credit facility, which is monitored punctually and which
must never be exceeded. The choice of the counterparties in relation both to the industrial business and to financial
trades depends on the decisians of the Credit Committee whose choices are supported by the credit rating analyses.
Concentration risk, both by customer and by sector, is also menitored continuously but without ever presenting alert

sifuations.

At 31 December 2018, maximum exposure to credit risk on trade receivables, broken down by geographic region, is

as follows:

31/12/2018 3NN2/2017
Italy 208473 208,897
France 7,352 9,793
Germany 4,235 8422
Bulgaria 5574 3,891
Poland 3484 2,084
Romania 22073 21,062
UK - 1,840
Total 251,192 256,090

The carrying amount of the receivables includes an amount of EUR 156 million relating to the two main customers of

the Group, operators of the market and of electrical services in ltaly.

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

corresponding te the ratings assigned by the information provider and assigned internally.
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2018 2017
AAA Rating - 0
AA+/AA- Raling 20,201 5,402
A+/A- Rating 16,469 -
BBB+/BBB- Rating 188,013 151,590
BB+/BB- Rating 2,5M 21,840
B+/B- Rating 2374 -
CCC Rating 448 -
Receivables from Group companies that are not consolidated line by line 4167 4903
Unassigned 2,684 57,435
Total 239,864 241170

In relation to the receivables that were not impaired, the Group assigns to 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 Decernber

2018 (with respect to the above table, the carrying amount is recorded net of items included under liabiliies to adjust

receivables and of receivables already collected on the date of the present document).

S Wphed avrade  Lassallwance
AAA Rating 4,482 001% Q
AA+/AA- Rating 14,157 0.04% <]
A+/A- Rating 18,156 0.02% 4
BBB+/BBS- Rating 181,431 028% 514
BB+/BB- Rating 1,824 0.60% 1
B+/B- Rating 1436 279% 40
CCC Rating 235 503% 12
Total 221,721 0.26% 587

Liquidity Risk

Ligdidity risk is the risk that financial resources may not be sufficient 1o cover all obligations falling due. To date, the

ERG Group guarantees with the generation of cash flows and with the availability of credit facilities, made available by

different counterparties, the adequate coverage of its financial requirements.

The following tables summarise the time profite of the financial liabilities of the Group at 31 December 2018 and at 31

December 2017 on the basis of non-discounted contractual payments.
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3% *7 2078 Maturity of payables
less than 3 from3to 12 from1te s
{EUR thousand) On request months months years over S years

Loans and borrowings - - - ~ _

No recourse project financing - 7,425 172,598 827,741 360,084
Current bank borrowings - - - - -
Derivative instruments - A14 46,738 60,496 724
Trade payables 20,940 62 986
Total liabilities 20,940 76,825 219,336 888,237 359,360
/1272017 Maturity of payables
(EUR thousand] On request Iers“sozht?‘r; 3 fro:oi:r? s1 2 fro;;;rtso 5 over 5 years
Loans and borrowings - - - - -
No recourse project financing - 5651 156,318 910,388 222,629
Current bank borrowings 39 - - - -
Derivative instruments - 142 30,151 70,769 840
Trade payables 34,761 36,241 - - -
Total liabilities 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
regulated by the guidelines provided in the Group Policy and by internal procedures in the Finance area.

Moreover, specific risk management policies and procedures have been developed, based on the best practices of
the industry, for the continuous measurement of exposure levels with respect to a Risk Capital value allocated by the

parent company.

Interest Rate Risk

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 liakilities) and on the equity of the Group {due to 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 in interest rate) 8.0 28
Shock-down (-1% change in interest rate) (2.0 {0.3)
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Impact on Equity

{EUR mittion) 2018 2017

Shock-up (+1% change in interest rate) 15.8 259

Shack-down {-1% change in interest rate) (22.2) {28.8)
Commadity risk

Commadity price risk consists of the unexpected change in commeodity prices, in the procurement of services,
finished goods and services marketed for sale.

The Group implements al! risk management strategies necessary te avoid the economic damages deriving fram the
volatility of the price for the sale and purchase of Electricity and from fluctuations in the Clean $park Spread.

The following table considers the derivative financial instruments tied to different types of commodities and represents
a source of reasonable price changes, maintaining all other variables fixed, the impact on the changes of profit before
tax (because of changes in the fair value of the financial assets and iiabilities) and 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 commodities.

Impact on Income Statement

(EUR million) 2018 2017
Shock-up (change in price of commodities +25%) - 249
Shock-down (change in price of commodities -25%) - (20)

Impact on Equity

(EUR million) 2018 2017
Shock-up {change in price of commodities +25%) (19.8) [0
Shock-down (change in price of commodines -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, acquires the right to purchase
(call aption) or sell (put option), 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 includes future contracts,
which unlike forward contracts, are standardised, traded in lots and for predetermined maturity dates within requlated
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 determined in relation to an

underlying asset.
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The derivatives entered into by ERG Power Generation and designed to hedge the exposure tc financial risks existing

at 31 December 2018 are:

Interest rate derivatives

- Interest Rate Option instruments that allow to set upper limits {cap) and lower Imits (floor) to interest rate fluctuations

relating to indexed loans at a variable rate;

Interest Rate Swap instruments to 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 calculated in relation to fixed rates ar to variable rate parameters

agreed previously.

Derivatives on commodities

- CfD (Contract for Difference) instruments, used to manage the risk of volatiity of the price of electricity; this

instrument allows to purchase or to sell quantities of electricity synthetically, liquidating upon expiration the

differential between the agreed price and the market price recerded in the reference period.

Summary of derivatives used

The derivatives entered into by FRG Power Generation, designed to hedge its exposure tc commodities price, exchange

rate and interest rate risks, were as follows at 31 December 2018:

31/12/2018
Type Hedged risk Rs;zr::;e Fair Value
{EUR thousand}
Cash Flow Hedge instruments
Econamic 502
A Interest Rate Swap and Interest Rate Cap interast rate risk EUR rmellion (81,597)
B  Gas price nsk hedging swaps Transactlor?siommod:ty thousaigs] gf MWh (1,654)
C  Electricity price risk hedging futures Transactior:wsiommodity thousaigsggf MWh (23.808)
Electricity price risk hedging CFD Transactlor:wsiommodity thousands of Mwh -
Total Cash Flaw Hedge instruments {107,059)
Non Hedge Accounting Instruments
Gas price risk hedging swaps Transacrltarriwsiommodtty thousand_s of Mwh -
Electricity price nsk hedging CFD Transacttc)rrilsiommodwiy thousand; of Mwh -
C  Electricity price risk hedging futures Transact\or?siommod\ty thousan%gs?of MWh (206)
Total non Hedge Accounting instruments (206)

TOTAL DERIVATIVE INSTRUMENTS

(107,265)
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T Reference ,
ype Hedged risk notional Fair Value
(EUR thousand)
Cash Flow Hedge instruments
Economic 1,521
A Interest Rate Swap and Interest Rate Cap Interest rate risk EUR mllion (102,367)
B Gas price risk hedging swaps Transacnorriisiommod[ty thousa:{gggf MWwh 509
[ Electricity price risk hedging futures Transact.'o:siommad«ty thousangdasgof Mwh (1,474}
Electnicity price risk hedging CFD Transactiirllsﬁommodity thousan1djsgof Mwh (142)
Total Cash Flow Hedge instruments (103,468)
Nen Hedge Accounting Instruments
Gas price risk hedging swaps Yransactat)r?siommodwty thousarlgsg aof Mvh I
Electricity price risk hedging CFD Transactlorr"lsiommomly thousar;ldﬁ:of MWh 38
C  Electricity price risk hedging futures Transactlor?siommodny Ihousan%sszof MWh 753
Total non Hedge Accounting instruments 808
TOTAL DERIVATIVE INSTRUMENTS (102,660)
A Interest rate swaps and interest rate caps and Moors.

Transacticns for hedging the “interest rate” economic risk tied to fluctuations in interest rates on loans.

The reference notional values of the hedges refer to the following companies:

« ERG Power Srl,;

« wind and solar power business companies.

At 31 December 2018, there was a negative total fair value of EUR 82 million. The change is recognised in the Cash
Flow Hedge reserve.

Gas price risk swaps

Swaps used to hedge the risk of price fluctuations in gas fermulas for provision and supply agreements. In these
contracts, the parties undertake to pay or collect at an agreed future date the difference hetween the established
price and the price observed during the pericd multiplied by the quantities indicated in the contract.

At 31 December 2018, there was a negative total fair value of EUR 1.7 million

Electricity price risk hedging futures

Forward contract in which two parties agree to exchange at a future date a certain asset at a price fixed at the time
of concluding the contract.

At 21 December 2018, there was a negative total fair value of EUR 24 million.

With reference to the impact of hedging derivatives on the statement of comprehensive income, please refer to Other

comprehensive income,
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NOTE 38 - SIGNIFICANT EVENTS AFTER THE REPCRTING DATE

Date Sector Significant events Press release

11 January 2019 Solar Acquisition by Soles Montalto GmbH of 78.5% of Perseo
S.r.)., owner of 100% of Andromeda PV Sri which in turn
manages two photovoltaic plants with a total instatled
capacity of 51.4 MW,

It was also agreed that Soles Montailto GmbH will remain
minority shareholder, cn the basis of shareholders’
agreements that will guarantee ERG full industrial contrel of
the asset and its line-by-line consolidation

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 construction and being developed
by Epuron, acquired last year (see press release of
6/4/2018), and Parc Eolien Vallée de I'Aa 2 (13 2 MW with an
estimated average annual output of 29 GWh), carresponding
to an overall total of around 45,000 tonnes of avoided CO,
emissions per annum.

NOTE 39 - AUDIT COMPENSATION

The preparation of the prospectus is in line with the "Precedure for audit engagements in the companies of the ERG
Power Generation Group and menitaring on additional services”

Audit services comprise the complete audit of the separate and Consclidated financial statements and the audit of
the reperting package of the company for the purpeses of the preparation of the consolidated financial statements

of the parent company.

Type of service Party that performed the service Recipient compensgggg
(EUR thousand)

External auditing Auditor of the parent company Parent company 780
Auditor of the parent company Subsidiaries -

Netwark of the parent company au-ditor Subsidiaries 85

Total Audit Services 886
Services other than auditing Tax advisory services Subsidiaries -
Auditor of the parent company Parent company -

Network of the parent company au-ditor Parent company -

Network of the parent company au-ditor Subsidiares -

Auditor of the parent company Subsidiaries -

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 place. 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 tc doubts with
regard to: the correctness/campleteness of the information in the financial statements, conflict of interest, wealth
preservation, the protection of minority shareholders.

No advances were provided and there are no receivables from directors and statutory auditors of the parent company

for the performance of these functions also in other companies included in the consolidation scope.

Genoa, 5 March 2019

an behalf of the Board of Directors

The Chief Executive Officer

Pietro Tittond
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Revisione e organizzazione contabile
Piazza della Vittoria, 15 int. 11

16121 GENOVA GE

Telefono +39 010 564992

Email it-fmauditaly@kpmg.it

PEC kpmgspa@pec.kpmg.it

{Translation from the ltalian 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 shareholder of
ERG Power Generation 5.p.A.

Report on the audit of the consoclidated financial statements

Opinion

We have audited the consolidated financial statements of the ERG Power Generation
Group (the “Group™), which comprise the statement of financial position as at

31 December 2018, the income statement and the statements of comprehensive
income, changes in equity and cash flows for the year then ended and notes thereto,
which include a summary of the significant accounting policies.

in our opinion, the consolidated financial statements give a true and fair view of the
financial position of the ERG Power Generation Group as at 31 December 2018 and
of its financial performance and cash flows for the year then ended in accordance with
the international Financial Reporting Standards endorsed by the European Union.

Basis for apinion

We conducted our audit in accordance with International Standards on Audeting {ISA
Italia). Cur responsibilities under those standards are further described in the
"Auditors’ responsibilities for the audit of the consolidated financial statements” section
aof aur report. We are independent of ERG Power Generation S.p.A. (the "parent”) in
accordance with the ethics and independence rules and standargs applicable n ltaly
to audits of financial statements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Other matters

The Group's 2017 consclidated financial statements were audited by other auditors,
who expressed their unqualified opinion therean an 26 March 2018.
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ERG Power Ganeration Group
Indapandent auditors’ report
31 December 2018

| Responsibilities of the parent’s directors and board of statutory auditors
[“Collegio Sindacale”) for the consolidated financial staferments

} The directors are responsible for the preparation of consolidated finantial statements
that give a true and fair view in accordance with the Intermational Financial Reporting
] Standards gndorsed by the European Union and, within the terms established by the
italian law, for such intemal contrel as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
| due to fraud or error.

: The directors are responsible for assessing the Group’s ability to continue as a going
concem and for the appropriate use of the going concern basis in the preparation of
the consolidated financial statements and for the adequacy of the related disclosures.
The use of this basis of accounting is appropriate unless the directors believe that the
conditions for liquidating the parent or ceasing operations exist, or have no realistic

| alternative but to do so0.

The Collegio Sindacale is responsible for overseeing, within the terms established by
f the ltalian law, the Group's financial reporting process.

Auditors’ responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the cansdlidated
financial statements as a whole are free from malerial uisslaternenl, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high leval of assurance, but is not a guarantee that an audit conducted
; in accordance with ISA italia will always detect a material misstatement when it exists
| Misstatements can arise from fraud or error and are considered material if, indivigually
J or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

: As part of an audit in accordance with ISA ltalia, we exercise professional judgement
| and maintain professional scepticism throughout the audit. We also:

! —— identify and assess the risks of materiai misstatement of the consclidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not deiecting a material
misstaternent resulting from fraud is higher than for one rasulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

~— obtain an understanding of internal control relevant to the audit in order to design
| audit procedures that are appropriate in the circumstances, but not for the purpose
! of expressing an gpinion on the effectiveness of the Group's internal control;

-— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosuras made by the directors;

L X
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— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exisis, we are required to draw attention in our auditors’ report 1o the
related disclosures in the consaolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern;

— evaluate the averall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achigves fair presentation;

— obtain sufficient appropriate audit evidence regarding the financizl information of
the entities or business activities within the Group to express an opinion on the
consoligated financiat statements. We are responsible for the direction,
supervision and performance of the Group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance, identified at the appropnate
level required by ISA lialia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) 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 report with
the related consclidated financial statements and its compliance with the applicable
haw.

We have performed the procedures required by Standard on Auditing (SA italia) 720B
in order to express an opinion on the consistency of the directors’ report with the
Group’s consolidated financial statements at 31 December 2018 and its compliance
with the applicable law and to state whether we have identified material
missiatements.

In our opinion, the directors' report is consistent with the Group's consolidated
financial statements at 31 December 2018 and has been prepared in compliance with
the applicable law.
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! i ERG Power Generation Group
Indepentlent auditors' report
31 December 2018

With reference to the above statement required by article 14.2.¢) of Legislative decree
no. 3910, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Genoa, 22 March 2019

KPMG S.p.A.
{signed on the original}

Luisa Polignano
Director of Audit
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FINANCIAL STATEMENTS

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

ASSETS
(EUR) 31/12/2018 3n/12/2017
A) SUBSCRIBED CAPITAL, UNPAID - -
B) NON-CURRENT ASSETS
I. Intangible assets
1} Start-up and expansion costs - 482
2} Development costs - -
3) Industrial patents and intellectual property rights 1,369,764 1,258,764
4)  Concessions, licences, trademarks and similar 8,666 9,167
5)  Goodwil 3,002,895 3378257
6)  Assets under development and advances 1007133 625,588
7)  Other 4225 208,167
Total 5,392,683 5,480,445
ii. Property, plant and equipment
1) Land and buildings 495178 465,293
2) Plant and machinery 237,07 247 466
R) industrial and commercial equipment 1,314141 1,168,862
4) Other assets 525021 510,626
5)  Assets under construction and advances 287,373 355,088
Total 2,858,784 2,747,332

{li. Financial assets

1) Equity investmenits in°
a) subsidiaries 1655503362 1,524,295903
b) a@ssociates -
c) parent companies - -
d} companies subject to control by parent companies 235,893 235,893
dws) Other companies - -
1,659,739,255 1,524,531,796
2) Recewables
aj  from subsidiaries 435,453 456 326,349 405
b) from associates - -
¢) from parent companies - -
dy  from companies subject to control by the parent B
companies
d-vis) from others 2,650,224 1,964215
438,118,680 328,313,621
3} Other securities -
4) Denvative financial instruments - -
Total 2,097,857,935 1,852,845417
TOTAL NON-CURRENT ASSETS (B) 2,106,109,403 1,861,073,194

247
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(EUR) 31/12/2018 31/12/2017
C) CURRENT ASSETS - -
{.  Inventories
1} Raw, ancillary and consumable materials 9,269,802 9917276
2) Work in progress and semi-finished products - -
3} Contract work in progress 2,525,617 -
4) Finished products and goods - -
5} Advances - -
Total 11,795,420 9,917,276
of which beyond of which beyond
Il. Receivables 12 months: 12 months:
1) From customers - 33,457,658 - 103,965,868
2) From subsidiaries - 21,968,746 57,454 81,995,468
3) From associates - 1,324,630 - 1,534,832
4} From parent cormpanies - 16,881,788 - 26,918,388
5) From cornpanies subject to control . B R _
by parent companies
S-ms)  Taxrecewables 1,735,237 22073447 1,256,394 3,645,749
Swen  Deferred tax assets 6,028,740 11,421,324 5102244 5423928
S-quater) From others 10,559,369 48,323,846 12,429,144 31,695,105
Totat 215,445,440 255,179,338
1Il. Short-term financial assets
1)  Equity investments in subsidiaries - 26,328,506
2} Equity iInvestments in assoclales - -
3)  Equity investments in parent companias - -
3wis) Equity Investments in companies subject to control _ _
by parent companies
4)  Other investments - -
5) Derivative financial instruments - 563,677
6)  Other secunties - -
7)  Financial assets for centralised treasury management _ 29180761
in respect of parent company
Total - 76,072,944
V. Cash and cash equivalents
1) Bank and postal deposits 1,014,799 3,210,083
2)  Chegues - -
3) Cash and notes on hand 69 69
Total 1,014,868 3,210,162
TOTAL CURRENT ASSETS C) 228,255,728 344,379,720
D) ACCRUALS AND DEFERRALS 10,886,518 9,533,178
TOTAL ASSETS 2,345,251,649 2,214,986,091



LTABILITIES
(EUR) 31/12/2018 31/12/2017
A) SHAREHOLDERS EQUITY
1) Capital 100,000,000 100,000,000
H} Share premium reserve 7,000,000 7000600
I} Revaluation reserves 36839 36,839
V) Legal reserve 8,962,581 5038373
V) Statutory reserves - -
VIj Other reserves, indicated separately - -
Reserves for cantributions by sharehalders 961,732,646 961,732,646
Reserve for gperating grants - -
Extraordinary reserve 5825878 5826878
Legal reserve, additional VAT deduction 642 642
Reserve pursuant to Law nc 308/82 363 363
Operating grants 861 861
Merger surplus 5855286 5,855,286
Merger surplus 2017 606,980,447 607,050,294
Vil)  Reserve for transactions 1o hedge expacted cash flows (18,124,883} (788,834
VIll) Retained profits (losses) 128,064,491 73433745
IX)  Profit for the year 60,686,815 78,485,157

X)  Negative reserve for treasury shares in portfolio

TOTAL

1,867,025,966

1,843,675,200

B) PROVISIONS FOR RISKS AND CHARGES

N o=
R

Provision for pensions and similar obligations
Provision for taxes, including deferred

3) Derivative financial nstruments payable 1,653,879 141969

41 Other 4,727,883 9,110,738
TOTAL 6,381,762 6,252,707
C) EMPLOYEES' SEVERANCE INDEMNITIES 3,003,249 3,199,048
D) PAYABLES

of which of which
beyorid beyand
12 months. 12 moenths.

1) Bonds - - - -

2) Convertible bonds - - - -

3)  Shareholder loan payables - - - -

4) Bank payables - 28 - 6

§)  Payablesto other lenders - - - -

&) Advances - - - -

7} Pavables to suppiiers - 36,319,738 - 40,263,821

8) Payables represented by securities - - - -

9)  Payables to subsidiaries - 403,402,185 - 310362820

10) Payables to associates - - - -

11) Payables to parent companies - 8,168,388 - 50,865

1.y Payables to companies subject 1o control _ - - 49075

by parent companies !

12) Tax payables - 2,165,872 ~ 1,554,266

13) Payables 1o social security and pension institutions - 2035271 ~ 1,929,455

14)  Other payables - 16,850,346 - 4,421 479
TOTAL 468,641,828 358,631,786
E) ACCRUALS AND DEFERRALS 198,844 227,350
TOTAL LIABILITIES 2,345,251,649 2,214,986,091
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INCOME STATEMENT

{EUR) 2018 2n7
A) VALUE OF PRODUCTION
1) Revenue from sales and services 675756524 721,932,457

2) Changes in inventories of work in progress, seme-finished products _
and finished products

3) Changes in contract work in progress 2,625617 -

4) Increases in non-current assets for internal work
5) Gther revenues and income
- other 8,580,166 8,206,763

- operating substdies -
TOTAL 686,862,307 730,139,214

B) COSTS OF PRODUCTION

6) For raw, ancillary and consumable materials and geeds (518,063,194) (507,735,086}
7) Fer services (179616,644) (19/,064,872)
8) For leased goods (1,898,706) (2,057,269)
9) For employees
a) salaries and wages (20,185,138) (16,364,112}
b) social security contributicns (6,180,561) (6,037,535)
c) employees’ severance indemnities (1.275,084) (1,247.573)
d) provision for pensions and similar cbligations - -
) other costs {1,906,200) (1,280,417}
(29,546,983) (27,929,638}
10) Amortisation, depreciation and write-downs
a) amortisation of intangible assets {1,272,045) (1,318,713}
b) depreciation of property, plant and equipment (491,215) {449,994}

c} cther write-downs of non-current assets -

d) write-downs of receivables included in the current assets _ _
and cash and cash equivalents

(1,763,260) {1.768,707}

11} Cosls for raw, anciltary and consumable materials and gocds §23,274 2,529,030

12} Provisions for nisks - {5.591,336)

13) Other provisions - -

14} Management expenses (2,084,362) {1,505,718)
TOTAL (732,049,875) {741,123,597)

DIFFERENCE BETWEEN PRODUCTION VALUE AND COSTS (A-B} (45,187,568) {10,984,383)
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FINANCIAL STATEMENTS

(EUR) 2018 2017
C) FINANCIAL INCOME AND EXPENSES
15) Income from equity investments.
- fromn subsidiaries 56,396,829 68,204,063
- from associates - -
- from parent companies - -
- from companies subject 1o control by the parent companies - -
- from others 26,867,453 -
83,264,282 68,204,063
16) Other financial income:
a) from receivables recorded under non-current assets
- from subsidiaries 11,297 551 9,318,945
- from associates - -
- from parent companies - -
- from companies subject to control by the parent companies - -
- from others - -
11,297,551 5,318,945
b} from securities recorded under non-current assets _ _
that are not equity investrnents
o) from securities recorded under current assets that are not equity investments - -
d} other types of income
- from subsidiaries 336,337 6955805
- from associates - -
- from parent companies 8,543 19,772
- from companies subject to contral by the parent companies - -
- from others 88,737 176,308
433,617 7,151,885
11,731,168 16,470,830
17} Interest and other financial expenses
- to subsidiaries (602,614} (884,388)
- to associates - -
to parent companies (649,582) (964,872}
- o companies subject 1o control by parent companies - -
- 10 others {68,116) (102,777)
(1,320,312) (1,952,037)
17 ws) Gains and losses on foreigh exchange 145840 (7,445}
TOTAL 93,820,978 82,715,411

251
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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 ase not equity investments - -
) of securities recarded under current assets that are not equily investments - -
dj of derivative financial instruments 89963272 1,284,442
9,963,272 1,284,442
19) Write-downs
a) of equity investments (550,000) (996,237)
b) of financial assets that are not equity Investrrents - -
¢) of secunties recorded under current assels that are not equity investments - -
d) of derivative financial instruments (10,987,711) (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
20) 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 FRCM OPERATING ACTIVITIES (INDIRECT METHOD)
Profit for the year 60,686,815 78485157
income taxes 13,627,844 (6,954,070)
Interest expense/(interest income) (10,410,856} (9,551,113}
(Dividends) (56,396,829) (68,204,063}
(Capital gains)/capital losses from transfer of assets (26,867.453) {4,960,235)
1. Profit (loss) for the year before income tay, interest, dividends (19,360,479) (11,184,324)

and capital gains/losses from transfers

Provisions 1,926,00 8168910
Amortisation/depreciation of non-current assets 1,763261 1,768,707
Write-downs for impairiment 550,000 996,237

Other adjustrments for non-monetary elements
Value adjustments to financial assets and liabilities of financial derivatives that do

not involve financial movements 1024500 (796287)

2. Cash flow before changes in net working capital 5,263,861 10,137,557
Decreases/{increases) n inventories (1.878,143) (3,859,000)
Decreases/(increases] in trade receivahles 18,660,482 46,638,000
Increases/(decreases) in trade payables {2,198,686) (24,725,000)
Decreases/{increases) in accrued income and prepaid experses (1,353,340) (2,049,000}
Increases/{decreases) in accrued expenses and deferred income (28,508) (28,000)
Other changes In net working capital (25411,423) 18,818,143

3. Cash flow after changes in net warking capital (11,209,616} 34,795,143
interest received/(paid) 10410856 7168918
(Income taxes paid) - (55,366)
Dividends received 54,396,829 68,204,063
(Use of employees’ severance indemnities provision) (1,571.838) (1,422,573)
(Use of the provisions) (4,532,856} {4,883,336)
Other collections and payments

4, Cash flow 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
B CASH FLOW FROM INVESTING ACTIVITIES
Property, plant and equipment
(Capital expenditure) {736959) (673.994)
Divestments - -
Intangible assets
{Capital expenditure) (1,218,234) (484,714)
Divestments
Financial assets
{Capital expenditure) (133,156,246) (42,365,766)
Divestments 60,759,639
Short-term financial assets
(Capital expenditure} 49,180,/61 {51.051,000)
Divestments
CASH FLOW FROM INVESTING ACTIVITIES (B) (85,930,678) (33,815,835)
C. CASH FLOW FROM LOAN ACTIVITIES
Borrowings
Increase (decrease) of shart-term borrowings from banks (6,712,417) {17,694)
increase (decrease) of short-term payables/receivables to/from group companies 94,787,071 (69,268,306)
Loans taken out
Loans paid back 22 -
Shareholders' equity
Paid share capital increases
{Repayment of capital)
Sale (purchase) of treasury shares
Qther changes in Shareholders’ Equity (17,336,049) 2,314,000
Dividends (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 equivalents (At B+ C) (2,195,294) 1,972,247
Cash and cash equivalents of merged companies - 1,237,846
Opening cash and cash equivalents 3,210,162 69
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 statements of ERG Power Generation S.p.A {hereinafter also ‘Company’), drawn up in accordance with
the regulations contained in Articles 2423 et seq. of the ltalian Civil Code, interpreted and added to the accounting
standards issued by the ltalian Accounting Body (the ‘0IC accounting standards’), comprise the following documents:
Statement of Financial Position, Income Statement, Statement of Cash Flows and Explanatory Notes

For each item of the Statemment of Financial Position, Income Staterment and Statement of Cash Flows, the
correspanding 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 guestion 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 indirect method, based on the format provided by accounting standard QIC 10.

The Staterment of Finaneial Position, Income Staternent and Statement of Cash Flows were drawn up in Euro, without
decimals, while the values in the Explanatory Notes are expressed in thousands of Euro, unless otherwise specified.
In application of the principie of materiality, as set out in Art. 2423, paragraph 4, of the Italian Civil Code, the Explanatory
Notes omit the comments on the tems in the financial statements, even if specifically envisaged by Art. 2427 of the
Italian Civil Code or by other provisions, in cases where the amount of said items and the relative 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,
the supplementary information deemed necessary for this purpose is provided.

Wwith regard to the Company's activities and transactions with subsidiaries, associates, parent companies and
companies subject to jeint 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 allocation of the profit for the y=ar and the total amount of
comrnitments, guarantees and contingent liabilities not indicated in the Statement of Financial Position are stated in
the relative paragraphs of these Notes.

Note that, pursuant to Art. 2497 et seq. of the Halian Civil Code, the Company is subject to management and
coordination by ERG S p.A ; therefore, the Explanatory Notes include a summary statement of the key data from the
latest financial statements of said company.

ERG Power Generation S p.A. is controlled directly by ERG S.p.A., with registered office at Via De Marini 1, in Genoa,
and indirectly by San Quirico S A, with reqistered office in Via Ciovasso 4, in Milan, which respectively draw up the
consolidated financial statements of the smallest group of companies and the largest group of companies to which

the Company belongs 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 is currently a wholly-owned subsidiary of ERG S.p A.

Management of the industrial and commercial processes of the ERG Group 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 Qperation & 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 Power Generation Sp.A. is assigned responsibility for the Group's industrial and commercial

processes, organised into:

- Wind, Thermo, Hydro and, since 2018, Solar generation technologies, which in turn are organised into production
units on a geographical basis;

+ Energy Management, as a single entry point to the crganised markets;

+ a commercial structure dedicated tc Key Accounts;

a centre of technological exceilence, responsible for the Engineering & Construction processes;

.

a specialised centre of excellence in reqguiatory, planning and performance control matters, transversal across all
industrial processes;
- a structure dedicated to management of health and safety issues and to protection of the environment for the entire

Group

ERG Power Generation Sp A also operates, directly or through its subsidiaries, in the Electric power generaticn

sectors, in particular;

- inthe generation of electricity from wind sources, with 1,822 MW of installed power at 31 December 2018. ERG is
the leading wind power operator in ltaly and one of the top ten in Europe. The wind farms are mainly 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), Rormania (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,
through 31 photovoltaic plants which became operative between 2010 and 2011 and are jocated in 8 regicns
between the North and the South of Itaty; in January 2019, ERG further increased its presence in the sector following

the acquisition of two photovoltaic plants in the Lazio region with an installed capacity of 51.4 MW;
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- inthe sector of electricity generation from hydroelectric sources through an integrated portfolio of assets consisting
of 15 plants, 7 dams, 3 reservoirs and one pumping station, geographically lecated throughout Umbria, Marche and
Lazio, with a capacity of 527 MW,

- in the generation of electricity from thermoelectric sources through the CCGT “Centrale Nord® plant (480 MW)
at the industrial site in Priolo Gargallo (SR), Sicily. This is a high-efficiency co-generation plant (C.A.R), based on
combined cycle technology fuelled with natural gas, which came into stream commercially in April 2070 along with

other ancillary plants for the production of steam and, to a lesser extent, of other utilities.

During the course of the year, the Company mainly carried out activities:

a} in the electricity sector, including the purchase, generation, import, expert and sale (including to end customers)
of electricity and related products such as, for example, securities and instruments related to those activities;

by in the energy sector in general, including the purchase, import and sale (including to end customers) of fuels and
other utilities;

¢} in other sectars that are related or close o the activities carried out in the above-mentioned sectors which allow
for better use of the structures, resources and skills used, allowing the goods produced and services provided in

the above-mentioned sectors to be used more effectively.

The following activities also form part of the Company business purposes (i} the design, censtruction, maintenance
and management of plants; {ii) production and sale of equipment; {iii) research, consultancy services and assistance;
and (iv) the purchase, sale and marketing of goods 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 gereral criteria of prudence and accrual, on & going concern
hasis; the iterns 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 itemns making up the individual assets or
liabilities, in order to avoid offsetting between losses that should have been recognised and income that should not
be recognised since it has not been realised. In partictlar, profits were included anly if they were realised by the end of
the financial year, while the risks and losses pertaining to the financial year were taken into account even if they were

recorded after the end of the financial year

257
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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 collecticns and payments were made.

The measurement criteria did not change with respect to 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 from the valuation criteria,

pursuant to Art. 2423, paragraph 5, of the Italian Civil Code, as a result of being incompatible with a true and fair view of

the Company's economic and financial position and operating results. No revajuations of assets were carried out during
the year pursuant to special laws on the subject.

Preparation of the financial statements requires estimates that affect the values of assets and liabilities and the relative

financial statements. The finai results may differ from these estimates. Estimates are reviewed pericdically, and the

effects of changes in estimates, where not arising from errors 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 as well as later years.

The main estimates for which the use of subjective assessments is more 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
impairment;

+ pravisions for risks for liabilities related to legal and tax disputes for which a financtal outlay is deemed 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 tax consclidation regimes,

- the estimate of revenues from ordinary operations pertaining to the energy business, in relation to determination of
the fair value of the energy efficiency certificates;

« the impairment test for intangible and tangible assets and for other equity investments, described in detail in the
Impairment test paragraph, which implies — in estimating the value in use — the utisation of the investee companies’
Business Plans, based on a set of assumptions and hypotheses relating to future events and actions by the investee
companies’ governing bodies, which may not necessarily cccur. Similar estimation procedures are necessary when
reference is made to the estimated fair value (net of disposal costs) component due to the uncertainty inherent in

any negotiation.

For clearer disclosure, it was deemed preferable to show all amounts rounded off to the nearest EUR thousand in the
Explanatory Notes; conseguently, in some statements, totals may 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 Statutory Auditors where envisaged, at their historic
acquisition cost, net of amortisation applied over the years and of any write-downs attributed directly to the individual
items. The cost includes ancillary charges and direct and indirect costs for the portion reasonably attributable 1o the
asset, with respect to 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) until use of the asset is possible.
These amounts are reduced on an annual basis and recognised in the income statement using an amortisation
process, on a straight-line basis in accordance with their useful lives and also considering any residual possibility of
use.

The start-up and expansion costs are amortised on a straight-iine basis over five years.

Leasehold improvernents are capitalised and recognised under “cther intangible assets” if they cannot be separated
from the assets themselves (otherwise they are recagnised under the specific item of "property, plant and equipment”),
and arortised on a straight-line basis at the lower of the period of expected future utlity and the residual lease, taking
intc account any renewal period, if dependent on the Company

If, regardless of any amortisation already recognised, there proves 1o be impairment, the asset is written down
accordingly. If in later years the reason for the write-down nolonger applies, the original value is restored to the extent
of the value the asset would have had if the write-down had never been made, with the exception of "Deferred charges”
pursuant to number 5 under Article 2428 of the ltalian Civil Code.

The amortisation rate on software is 33%, while leasehold improvements are amortised at 20%.

In general, intangible assets are amortised over a maximum period of five years.

Goodwill includes amounts paid with regard to company purchase transactions or other corporate transactions and
is amortised based on useful life. The useful life figure is estimated upon initial recogrition of goodwill and is not
changed in subsequent years. If it is not possidle to estimate useful life, goodwill is amortised over a period of 10
years.

Intangible assets are revalued, up to their recoverable value, only in cases envisaged or permitted by law.

Property, plant and eguipment

These are recognised at purchase cost, including directly attributable ancillary charges and costs incurred to use the
asset, net of any commercial discounts and cash discounts of a significant amaunt.

The values recorded are adjusted annually based on the correspending accurmulated depreciation. The depreciation
amounts recognised in the income statement are calculated on a straight-line basis, using rates considered to be
representative of the estimated econemic-technical useful life of the assets to which they refer.

Depreciation begins at the moment in which the asset is available and ready for use. In application of the principle of

materiality, pursuant to Art 2423, paragraph 4, of the Italian 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.

Property, plant and equipment recorded in the financial statements were revalued exclusively in accordance with the
legal provisions and within the limits 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 aiready recognised, impairment occurs, the fixed asset is written down
accordingly. If the reasons for impairment cease to exist in subsequent years, the original 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 Italan 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 risks and benefits are transferred and
the date in which cwnership title is transferred are nat 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”.

Write-downs for impairment of property, plant and equipment and intangible assets ("Impairment”)

On the basis of QIC 9, the Company subjects its tangible and intangible fixed assets to Impairment 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 estimate the recoverable value of the asset to determine the amount of any
write-downs.

When itis not possible to estimate the recoverable value of anindividual asset, the Company estimates the recoverable
value of the cash-generating unit to which the asset belongs.

The recoverable amount 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 fiows are estimated with reference to the current conditions of non-current assets and therefere do not
include cash inflows or cutflows that are expected to arise from future restructuring to which the Company has not
yet committed, or from improvement or 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, subsequently no longer apply or be reduced, the carrying value of
the asset or cash-genarating unit is increased up to the new estimate of the recoverable 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 indicaticn that an asset may have undergone
impairment. If such an indication exists, the Company estimates the recoverable value of the asset and writes it down

only if the latter is lower than the corresponding carrying amount.
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Equity investments. financial receivables and securities

Financial assets inctude equity investments, financial receivables and securities.

Equity investments and debt securities recognised as non-current assets are due 1o be held permanently among the
Company's assets. Equity investments are measured 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 subscription price,
including ancillary costs. When impairment 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 N subsidianes and in joint ventures was tested.

With regard to the above investrments, no impairment was recorded during preparation of the 2018 financial

statements.

Inventories

Inventories 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, Italian Civil Code}.

To determine the estimated realisable value from market trends, the replacement cost is normally taken as reference
or, where available, the net realisable value of the assets.

In the event of obsolescence or slow turnover of the materials, the carrying amount is written down accordingly with
a provision 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 projects regarding Repowering and Reblading, in accordance with the provisions of OIC 23.

Receivables

Receivables 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 transacticn costs, carmmissions paid by the parties and any other difference between initial
and final value are of limited significance, or if the receivables are short term (with maturity of less than 12 months).
Moreover, pursuant to Art12, paragraph 2 of lialian Legislative Decree no. 139/2015, the Company exercised the
optien not to apply the amartised cost criterion and discount all receivables that arose prior to 1 January 2076.
Trade receivables with expiry beyond 12 months from initial recognition, without payment of interest, or with interest
significantly different from the market interest rates, and the relative revenues, are inttially recognised at the value
determined by discounting the future cash flows at the market interest rate. The difference between initial recognition
value of the recevable determined in this manner and the final value is recorded in the income statement as financial

income throughout the duration of the receivable, using the effective interest rate methed.
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The trade receivables in the financial statements all have expiries of less than 12 months and are therefore recognised
at nominal value. Moreover, the receivables are recognised at estimated realisable value. The value of receivables is
adjusted to the estimated realisable value through the allocation of an appropriate loss allowance, established by
taking into account the country risk and the economic conditions in general and within the specific sector. The ioss
allowance is estimated through an analysis of the significant receivables individually and at the portfclio level for the
remaining ones, calculating the presumed losses on receivables as at the reporting date.

Recervable 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 is recognised under the income
staterment under financial charges and income.

The exchange rate differences resulting from adjustment of the receivables in foreign currency to the exchange rate

at year-end with respect to the date of the aperation are recognised in the income statement.

Financial assets

Asindicatedin OIC 14, receivables generated by centralised management of treasury {i.e. cash pooling) 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 example, parent company or subsidiary). If the short-term coilection

terms are not satisfied, these receivables are recorded under financial assets.

Cash and cash equivalents
These are recarded at nominal value with a separate indication for bank and postat deposits and cash and notes on

hand.

Accruals and Deferrals

The iterm 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 on the accrual principle.

At the end of each year, the conditions that determined initial recognition are verified and, If necessary, the required
value adjustments are made. In particular, in addition to the passage of time, accrued income is considered to be the
estimated realisable value, while prepaid expenses are considered to 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 sharehclders The Company recognises a receivable from shareholders when the sharehclders take on a
commitment with respect to the Cormpany, and it recognises a payable when 1t takes on a commitment with respect

to shareholders.
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Payments made by shareholders that do not envisage a repayment cbligation are recorded under the relevant item
of sharehoiders’ equity, while loans received from shareholders that envisage a repayment obligation are recorded
under payables.

Treasury shares are recorded at a value corresponding to their purchase cost in a negalive shareholders’ reserve,
upon purchase of the shares themselves.

The negative reserve is reversed, following a shareholders’ resolution to cancel treasury shares, and the share capital
is simultaneously reduced by the nominal value of the shares cancelled. Any difference between the carrying value of
the reserve and the nominal value of the cancelled shares is recognised as an increase or decrease to shareholders’
equity.

I 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 (o another item of shareholders’
equity.

Should the company purchase shares from the parent company, within the limits set out by Art. 2359-bis, paragraph

3 of the ltalian Civil Code, a specific unavailable reserve is created under shareholders’ equity for an egual amount

The effects on shareholders’ equity of application of the other 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 or contingency date is not yet known.

Patential liabilities are recognised in the financial statements and registered under the provisions when their realisation
has become 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 only possibie for certain risks or if an objective forecast cannot be made of the
originating charge, they will be indicated in the Explanatory Notes without allocation to provisions for risks and charges.
If the 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” for the fair value of derivatives.

Provisions for risks and charges are recognised as a priority in the income statement items of the relevant classes,
with the criteria of classification of costs by nature prevailing. The amount of allocation o the provisions is determined
based on the best estimate of costs, including legal fees, at each reporting date. Moreover, if there is a provision
for expenses, the estimate may aiso take into consideration the time horizon in question, if it is possible to make a

reasonably reliable estimate of the outlay connected to the obligation and the date of occurrence, and if the latter 1s
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sc far ahead in time as to make the present vaiue of the obligation and the estimated liability at the moment of outlay

significantly different.

Employee benefits

Based on contracts stipulated with a number of employees, the Company has certain obligations with regard to
additional monthly pay and electricity discounts.

The amount of the benefit provided to the employee is quantifiable only after termination of the employment
reiationship and Is linked tc one or mare factors, such as age, years of service, and remuneration. Therefore, the
relative cost is recognised in the income statement on an actuarial basis The liability is recognised in the financial

staterents at the present value of the okbligation at the reporting date.

Derivative instruments

Derivative financial instruments are financial assets and liabilities recognised at fair value at each reporting date.

Fair value is the price that would be received for the sale of an asset or that woutd be paid for the transfer of a liability

in a regular transaction bhetween market operators at the valuation date and, in the case cf unlisted denvatives, is

determined by the Company using the appropriate valuation technigues, 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 ctose and

documented correlation between the characteristics of the hedged asset and those of the derivative, and the hedge

itself is formally documented and its effectiveness, verified periadically, is high.

Derivative financial instruments may be designated as hedging transactions when:

a) the hedging relationship solely consists of allowable hedging instruments and allowable hedged items;

b) at the beginning of the hedging relationship, there is a designation and formal documentation on the hedging

relationship, of the cbjectives of the Company with regard to nsk management and of the hedging strategy;

c) the hedging relationship satisfies the qualitative and quantitative requirements 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 losses on the derivative instrument is suspended in sharehalders’ equity. The profits and losses associated

with 2 hedge are recognised in the income statement as regards the ineffective portion. Cumulative profits and Icsses
recognised in shareholders’ equity up to that moment are recognised in the income statement when the relative
transaction occurs {adjusting or integrating the income statement items impacted by the hedged cash flows).

Therefore, the changes in relative fair value of hedging derivatives are recognised:

+ inthe income statement under items D18 or D19 in the event of fair value hedging cf an asset or liabdity 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 absolute terms thanr the change in fair value of the hedging instrument, the difference is
recognised under the relative income statement item of the hedged item);

- in a specific shareholders' equity reserve {under the item AVIl "Reserve for transactions to hedge expected cash
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flows") ih the event of hedging of cash flows using methods to offset the effects of the hedged flows (the ineffective
component, as well as the change in time value of the options and forwards, 1s classified under items D18 and D19).
For derivative financial instruments classified as trading, which do not satisfy the requirements to be handled in hedge
accounting, the changes in fair value are recognised in the statement of financial position and posted to the income
statement under items D18 and D19 upon subsequent measurement and when the derivative is eliminated frarm the

accounts.

Employees’ severance indemnities

Recorded within the item employees' severance indemnities are the amounts that employees would be entitled to
receive in the event of termination of the employment reiationshup as at the reporting date. The seniority indemnities
comprising this item, namely the provisions atlocated for the year and the annual revaluation of the pre-existing fund,
are calculated in accordance with the regulations in effect. The employees’ severance indemnities are recognised
under item C of liabilities and the relative provision under item B9 of the income statement.

Foliowing the introduction of the provisions of the 2007 Financial Act and refative implementation decrees, starting
from 1 January 2007, 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 to 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 INPS. The item therefore includes contributions accrued by employees prier to the date indicated and not yet

paid, net of any advances received in accordance with the regulations in effect.

Payables

Payables are liabilities of a specified nature and certain existence that represent obligations to pay fixed or determinable
amounts of cash to lenders, suppliers and other parties. The classification of payables ameng the various debt items
is made on the basis of their nature (ar 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 producticn process for the assets has been
completed and the ownership has been 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 into account the time factor. The amortised
cost methed 1s not applicable to payables if its effects are irrelevant. The effects are considered irrelevant for short-
term payables (namely those due in less than 12 months). For the amortised cost method, see the description for
receivables. Payable transactions in foreign currency carried out during the year are converted into Euros at the
exchange rate in effect on the date of the transaction, and the difference between this amount and the amount

actually paid is recognised in the income staterment under financial charges and income.
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The exchange rate differences resulting from alignment of the payables in foreign currency to the exchange rate at

year-end with respect to the date of the transaction are recognised in the income statement.

Statement of Cash Flows

The statement of cash flows includes all cash inflows and outflows during the year.

The single cash flows are presented individually in the following categories of the statement of cash flows
a. operating activities,

b. investing activities;

¢ loan activities.

The categories of cash flows are presented in the order shown 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 sum of the cash flows of each category mentioned above represents the net change (increase cr
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 introduced the following amendments:

« interest paid and collected is presented separately amaong cash flows from operating activities, except for specific
cases in which it refers directly to investments (investing activities) or financing {loan activities);

+ dividends received and paid are presented separately under operating activities 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 connected tc the sale of the products and te the provision of the services, when the actual
and not merely formal transfer of the title of ownership, assumed as the reference parameter, for substantial transfer
of risks and benefits has taken place, in accordance with the accrual pringiple and with the principle of prudence,
regardless of the date cf collection and payment.

Revenues from the sale of products, goods or services with respect to ordinary operations are recorded net of returns,
discounts, rebates and premiums, and of the taxes directly connected to the szle of products and provision of services.
Revenues for the performance of services are recognised upon completion and/ar accrual,

White certificates (Energy Efficiency Certificates) are recognised by the GSE upen 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 Qil Equivalent) actually saved during the year.
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Their value is measured on the basis of the price agreed in the bilateral agreement for the sale of the Energy Efficiency
Certificates (TEE) or in the trading sessions of the GME (Electricity Market Manager) platform, taking into account that
the certificates are made available in the operator’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 Contribution calculated, with
reference to the period corresponding to the Mandatory Year (defined as the period between June of the reference
vear and May of the subseguent calendar year), according to the weighted mean of TEE prices recaorded an the
Electricity Market Manager's platform and the monthly averages of the TEE sale prices achieved through bilateral
negotiations.

in relation to the regulatory obligations arising from the CO, emissions, the Company mainly uses emission quolas to
meet its own requirements during the year (own use). Purchased certificates are recognised at the specific cost on
an accrual basis. If the purchased certificates, net of those assigned without charge, exceed the amount necessary
to meet the regulatory cbligations, this excess is recognised under prepaid expenses.

Operations with the parent company and other ERG group commpanies are carried out on an arm’s length basis.
Costs are accounted for based on the accrual principle, regardless of the date of collection and payment, net of

returns, discounts, rebates and premums.

Dividends
Dividends are recorded in the year in which they are resolved by the Shareholders’ Meeting. Dividends are recognised

as financial income regardless of the nature of the reserves to be distributed.

Financial income and expenses

Financialincorne and expenses arerecognised on an accrual basis. Costs relating to receivables factoring transactions
for any reason {with or without recourse) and of any nature {trade, financial or other) are recognised in the year in
which they arose.

Financial expenses are recognised for an amount equal to the amount accrued during the year.

Foreign currency items

Non-manetary assets and liabilities originally stated in foreign currency are recognised in the statement of financial
position at the exchange rate in effect upon their purchase, or at the intial recognition cost.

Monetary assets and liabilities originally stated in foreign currency are converted in the financial statements at the
spot exchange rate as at the end of the year; the relative exchange rate gains and losses are recognised in the income

staternent and any net profitis allocated to a specific non-distributable reserve until realisation.

Current and deferred taxes
Current taxes are calculated onthe basis of a realistic ferecast of taxable income for the year, determined in accordance

with tax legislation and by applying the tax rates in effect as at the reporting date. The relative tax payable is recorded
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in the balance sheet net of advances paid, withholdings and tax credits that can be offset and not requested as
reimbursement; if 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
collectible within 12 months.

The Company participates in the national tax consolidation scheme of parent company ERG S.p A. for IRES purposes.
The tax consolidation agreement requires each company adopting the tax consolidation to transfer its taxable
income (or tax loss) to the consolidator. The consolidator then records a receivable equal to the IRES payable (the
consolidated entity instead records a payable due to the consolidateor). Conversely, for companies recording a tax
loss, the consolidator recegnises an IRES tax payable on the portion of the loss actually offset at Group level {the
consclidated entity recording a tax receivable due from the consaclidator).

The balance sheet therefore includes the receivables and payables due from and to the consclidator as a resuit 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 iability in accordance with statutory provisions and the value assigned for tax purposes,
in compliance with the principles of prudence and accrual accounting. They are measured by taking intc account the
presumed tax rate that the Company expects to apply in the year in which the differences will be considered in forming
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 fiabilities and item 5-ter), or to "deferred
tax assets” under current assets.

Deferred tax assets are recognised for all deductible temporary differences in compliance with the principle of prudent
accounting, if there is reasonable certainty of taxable incorme not less than the total differences to be offsetin 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
Statement 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 Consolidator.

The Explanatory Notes include a statement of the temmporary differences that led tc 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 to shareholders' equity and the items excluded from the calculation, 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 IRAP (regional

tax} rate of 4.82%, where envisaged.
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Intra groun refations and relatinns with related narties
Please refer to the relevant chapter at the end of these Exptanatory Naotes for the disclosure relating to intra-group
relations and relations with related parties.

Operations 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
Starting from the year 2017, Management has decided to draw up Consalidated 1AS Financial Statements,
representative of the new group, which includes companies that were under the scope of consolidation of ERG Power

Generation S.p.A., as well as those that are part of the ERG Renew Group.

Other information

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 S.a.rl, which, on the same date, consequently increased its share capital to EUR
2,000,000.00 anc changed its company name to ERG France S.arl;

Moreover, 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, GrbH

For complete disclosure, the following tables provide the balance sheet items of the two branches that were reflected
in the financial staterments of ERG Power Generation S.p.A. at 31 December 2017 and which were removed from the

balances of the Company as from 1 January 2018.
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French German Total
{EUR thousand) branch branch 31 December 2017
NON-CURRENT ASSETS
Goodwill -
intangible assets 34 - 34
Praperty, planit and eguipment 74 61 134
Financial assets 4 10 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 equivalents 624 114 737
TOTAL CURRENT ASSETS 2,550 1,208 3,757
Accruals and deferrals - - -
TOTAL ASSETS 2,661 1,278 3,939
LIABILITIES
Shareholders' equity
Profits/losses from previous years 126 (196} (70)
2017 Profit/Loss (474) 230 (244
TOTAL SHAREHOLDERS' EQUITY (348) 34 (314)
Provisicns for risks and charges - - -
Employees' severance indemnities - - -
Payables 2869 1,244 4252
Accruals and deferrals 41 - 41
TOTAL 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)

Concessions,

licences, Assets under

Start-up and Industrial patents
i and inteth il Goodwill development Other Total

costs property rights ":::l';:::hﬂd and advances

Histerical cost 1 4,035 &16 3754 626 6001 15,031

Arnortisation (1) (2.776) {607] (375) - (5.793) {9.657)
BALANCE AT 31/12/2017 - 1,259 9 3,378 626 208 5,480

Changes during the year:

Acquisitions - 328 - - 830 - 1,218

Capnalisations/reclassifications - 509 - - (509) - -

Disposals and divestrments - (34) - - - - (34}
Amortisation - (592) M (379) - (204) (1.272)
Write-dawns - - - - - - -

Other changes - - - - - - -

Histerical cost 1 4,838 616 3754 1,007 6,001 16,217

Amortisation M (3,468) {607) {757) - {5,997) {10,824)
BALANCE AT 31/12/2018 - 1,370 9 3,003 1,007 4 5393

At 31 December 2018, intangible assets amount to EUR 5,393 thousand and refer mainly to the software used for
the sale of electricity, intended for long-term use, currently being used or which will be used when completed. 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 assets for a net carrying amount of EUR 34 thousand.
The item also includes EUR 3,003 thcusand regarding the residual vaiue at 31 December 2018 of the goodwill
generated by the merger, completed with effective date 1 January 2017,

For greater comprehension, changes during the period relating to reclassifications, disposals and divestments are

shown net of the related accumulated amortisation.
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Pronerty n'ant 3nd eguioment 'EUR 2 859 thoausandg®

t:;}:i:;g :‘::'ht.‘::fy ":::;s_::earlc?:ld Other assets tzf\gttsml::rt‘::lr Total
equipment and advances
Historical cost G970 321 3,467 2278 355 7391
Revaluations - - - - - -
970 3 3,467 2,278 355 739
Depreciation 29) 74) (2,298) (1,767} - {4.168)
Write-downs (476) - - - - (476)
BALANCE AT 31/12/2017 465 247 1,169 511 355 2,747
Changes during the year:
Acquisitions el - 336 215 155 737
Capitalisations/reclassifications 8 - 212 - (220)
Disposals and divestments - - (119) 12) 3) (134)
Depreciation (9) (10) (284) (188) - (491)
Write-downs - - - - - -
Other changes - - - - -
Historical cost 1,008 322 3,897 2,480 287 7994
Revaluations - - - - -
1,008 322 3,897 2,480 287 7,994
Depreciation (37) (85) (2,582) (1,959) - {4,659)
Write downs {476) - - - - (476)
BALANCE AT 31/12/2018 495 237 1,315 5258 287 2,859

As of 31 December 2018, property, plant and equipment amounted to EUR 2,859 thousand.

The item "Industrial and commercial equipment” includes the metallic structures used in the work warehouses. The
itemn alse includes various equipment for maintenance of the wind farms of subsidiaries.

The itern "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
other assets for a net carrying amount of EUR 134 thousand.

For greater comprehension, changes during the period relating to reclassifications, disposals and divestments are

shown net of the related accumulated depreciation.
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Financial assets
Equity investments (EUR 1,659,739 thousand)
. ) Direct _ Group Sha_re Sharehqlders' Balance
Registered office investiment  investment Capital Equ sheet value
portion portion 1@ ar )

Subsidiaries
Eolice Troina S in liquidation Palerrma 99% 99% 20 250 25
ERG Eolica Adratica Srl. Genova 100% 100% 10 298495 69817
ERG Eolca S Vincenzo S.ri Genove 100% 100% 3500 16428 10173
ERG Eolica S Cireo Srl Genova 100% 100% 3500 20918 10 550
ERG Eolica Faeto Srl Genova 100% 100% 10 7 460 5322
ERG Eolica Tirreno Sr | Camporeale 100% 100% 10 30 106
ERG Eohca Ginestra Srl. Genova 100% 100% 10 (522) 12 828
ERG Eolica Basilicata Srl. Genova 100% 100% 38 6188 210
ERG Eolica Calabria Sri. Catanzaro 100% 100% 10 17 153
ERG Eolica Fossa del Lupo S el Catanzaro 100% 100% 50 31385 13.707
Green Vican Srl Camporeale 100% 100% 119 21734 18570
ERG Eolica Campania S.p.A Genova 100% 100% 120 66989 100104
ERG Eolica Amarom Srl. Catanzaro 100% 100% 10 4770 2.103
ERG Wind Bulgana S p.A. Genova 100% 100% 50 76.441 32178
ERG Wind Investments Ltd Gibilterra 100% 100% 112993 114155 22792
EW Orneta 2 200 varsavia (Polonia) 100% 100% 164 698 136.150 35.720
Corni Eolian S A Costanza (Romania) 100% 100% 152,000 47212 27 202
Longburn Wind Farm Ltd Seebeck House (UK) 100% 100% 0 - 313
Sandy Knove Wind Farm Ltd. Seebeck House (UK} 100% 100% 0 (64) 398
tvishagaran Wind Farm Ltd Belfast (UK) 100% 100% a 24 3.802
ERG France S arl.® Parigi (Franria) 100% 100% 1.415 1.749 5.001
ERG Eolienne France Sa s Pangt (Francia) 100% 100% 21 625 25998 7113
WP France 6 3as Puteaux (Francia) 100% 100% & (42) 2 986
ERG Wind France 1 S.as Pangi (Francia) 100% 100% 10%7 1.698 9879
ERG Wind French Holdings S a 5. Pangi (Franca) 100% 100% 1410 (504) 36834
ERG Germany GmbH ¥ Hamburg {Germaria) 100% 100% 210 598 81
ERG Wind 105 GmbH Leishig (Germarnia) 100% 100% 1 {527) 5618
ERG Wind Neunte GmbH Hamburg {Germania) 100% 100% 25 94 es
ERG Wind RE Beteiligungs GmbH Hamburg {Germania) 100% 100% 25 18 23
ERG wind Park Beteiligungs GmbH Hamburg {Germamia) 100% 100% 25 545 11328
ERG Power Sl Genaova 100% 100% 5000 186 503 30105
ERG Hydro Srl Genova 100% 100% 50000 778.751 1026916
ISAB Energy Solare S.rl Genova 100% 100% 100 (118) -
Creag Riabhach Wind Farm Ltd. Edimburgh (UK) 100% 4 4 21.402
ERG UK Holdings Ltd. Edinburgh (UK) 100% 0 - -
ERG Sclar Holding 1 Sl Genova 100% 20 20.707 71.278
Total equity investments in subsidiaries 1.659.503
Joint ventures
Rigyhill Wind Farm Limited Seebeck House {UK) 50% 50% - - 236
TOTAL EQUITY INVESTMENTS 1.659.73%

(1) data referring to the {ast approved financial statements
(2) amounts are reperted in EUR thousand
(3) the Share Capital and Shareholders' Equity of the comparies EW Orneta 2 Z 0 0, Corni Eolian SA and Brockaghboy Windfarm Ltd are reperted in GBP

thousand

(4) the company CSC Energy Sarl changed its name 1o ERG France S ar|

(5) the company CSO Energy GmbH changed its name to ERG Germany GmbH In Decernber 2018, the company transferred i1s “egistered office from Letsnig

to Hamburg
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In 2018, the main transactions carried out on the equity investments held directly by Company were:

.

Effective 1 January 2018, the assets that were part of the French hranch of ERG Power Generation S.p A. were
transferred to CSO Energy S.arl, which, on the same date, consequently increased its share capital to EUR
2,000,000.00 and changed its company name to ERG France S.arl,

Effective 1 January 2018, the assets that were part of the German branch of ERG Power Generation Sp A were

sold to CS0 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 S, investment

holding controiled by PFH S.p.A. and comprising leading Italian institutional investors, of 100% of ForVei S.rl, ninth
largest photovoltaic operator 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 technelogicat diversification in production
from renewable sources. The deal generated the recognition cf an investment value for the project of EUR 71,278

thousand. On 12 January 2018, the change in company name to ERG Sclar Holding 1 S.r.l. was resolved.

« On & April 2018, ERG Power Generation S.p.A. entered into an agreement with Impax New Energy Holding

Cooperatief W.A, a Dutch company owned by Impax New Energy Investors |1, 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 is entitled to benefit from the 2014 feed-in-tariff (FiT) for a period of 15 years following its coming on
stream, which took place in November 2016;

- Parc Ecolien de la Vallée de Torfou S.a.s, owner of an 18-MW wind farm currently under construction with
estimated average output of 48 GWh, scheduled to come on stream by the end of 2018. The wind farm is entitled
to benefit from the 2014 feed-in-tariff (FIT) for a period of 15 years;

- Epuron Energies Rencuvelables S.a.s., which owns a pipeline of approximately 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 Wind Power Europe and Fred Olsen Renewables, to acquire from Wind 1019 GmbH 100% of WP

France 10 S.a s, the holder of rights, permits and authaorisations for a 6.9-MW wind farm project. The project has

already obtained all the necessary building authorisations; connection to the netwerk is scheduled during the fourth

quarter of 2021 and the coming on stream by December 2021.

- On 1 August 2018, acquisition 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 Scottish law and hotder of authorisations
for the construction of a wind farm in Scotland, which generated the recognition of an investment value for the
project of EUR 21,402 thousand.

0On 30 November 2018 an increase in share capital for subsidiary ERG Eolienne France S.a.s. was resolved, for EUR
39,517 thousand.

0On 10 December 2018, the English company ERG UK Helding Ltd was established, with share capital subscribed
by ERG Power Generation S.p.A.

Cn 19 December 2018, the financial receivable from ERG Eolica Tirreno Srl. was waived, for a value of EUR 30

thousand, assigned entirely to an increase in the carrying amount of the same investment,
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The separate financial staterments of the Company reflect the effects brought about by these acquisitions on its
financial and income situation, as well as the performance of all investees controlled by the Company.

In particular, note that the difference between the value of the consideration paid for the acquisition of the equity
investment in ERG Hydro Srl. and the value of the company's shareholders’ equity upon acquisition had been
allocated to the 2016 consclidated financial statements of the ERG Group primarily under "intangible fixed assets”
and "Property, plant and equipment” as required

by IFRS 3 Business Combinations.

Any higher carrying values according to the historical cost criterion with respect to the shareholders’ equity belonging
to the Company 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 Staterments, the Company verified the presence of any indicators of impairment.

To this end, the following were considered:

- both internal and external sources of infarmation, including indicators of physical obsclescence and accident rates,
changes in the estimated residual useful life, actual trends with respect to forecasts, technological, econemic or
market penalties, requlatory penalties, increase in rates;

« the distribution of dividends in 2018 by the subsidiaries to ERG Power Generation S.p.A. and, more generally, the

change in respective net financial positions compared to the priar year.

This analysis revealed elements of attention only with regard to the equity investment in ERG Eolica Ginestra S.r.l..the

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 to the original useful life, assumed to be twenty years, was estimatec;

- aterminal value was considered, estimated as an extension of the explicit pericd of ten years;

- expected changes in sale prices and trends in direct costs during the period used for the calculation were determined
on the basis of past experience, adjusted for future market expectations;

- a discount 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 associated with the CGUs. Instead, the cost of equity (ke) includes the rate of return of risk-free assets

and it is identified as the average return 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 assumptions, no imparment has emerged

Note that no impairment was identified with regard to the equity investments of ERG Power Generation S.p.A. at 31

December 2018, following the Group's impairment tests,
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Receiablas (FUR 438170 thnusand)

(EUR thousand) 31/12/2018 31nziznz
Non-current financial receivables due from Group companies 435,459 326,349
Non-current receivables from others 2.659 1.964
Tatal 438,119 328,313

The 1tem "Financial receivables due from Group companies” includes receivables for loans to Group companies,
particularly subsidiaries in the renewables sector.

Note that the 2077 comparative data on Non-current financial receivatles due from Group companies includes the
reclassification of EUR 97,554 thousand recorded in the prior 2017 financial statements under Financia! receivables

due from Group companies under Current Assets.

In detall, a summary of the financial receivables by Country of the subsidiaries is provided below.

(EUR thousand) 31/12/2018 3112/2017
Bulgaria - 83
Poland 51,143 53,549
France 88,538 59,252
Germany 70,726 53,075
Rormania 64,936 68,309
Great Britain 3,689 974
ltaly 156,428 81106

Total 435,459 326,349
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All loans are interest-bearing, and the following table summarises the rates apphed for each company (in line with

market rates):

Company Country Rate applied

EW Orneta 2 Poland 12-month Euribor plus 305 basis points
ERG Wind France 1 France 12-month Euribor plus 208 basis points
ERG Wind French Holdings S a.s. France 12-month Euriber plus 214 basis points
ERG WP France 6 Sas. France 12-month Euribor plus 214 basis points
ERG Eolienne France S.a.s France 6-month Euribor plus 305 basis points
Wind Park Linda GrmibH & Co KG Germany 12-month Euriber ptus 200 basis points
Windpark Cottbuser Halde GmbH & Co. KG Germany 12-month Eurtbor plus 305 basis points
Voltwerk Energy Park 8 GmbH & Co KG Germany 12-month Euribor plus 305 basis points
ERG Wind 105 GmbH & Co. Germany 12-month Euribor plus 305 basis points
ERG Windpark Betelligungs GmbH Germany 12-month Euribor plus 305 basis points
Corni Eolian S A, Romania 12-month Eunbor plus 400 basis points
Evishagaran Wind Farm Ltd Great Britain 12-menth Euribor plus 250 basis points
Sandy Knowe Windfarm Ltd. Great Britain 12-month Euribor plus 250 basis points
Creag Riabhach Wind Farm Ltd. Great Britain 12-month Euribor plus 200 basis points
Isab Energy Solare S.rl. Italy &-month Euribor plus 400 basis points
ERG Eolica Fassa del Lupo Srl. Italy &-month Euribor plus 300 basis pants
ERG Eolica Amaron| S.r.). Italy &-manth Euribar plus 205 basis points
ERG Eolica Ginestra Sl Italy 3-month Eunbor plus 175 basis points
ERG Solar Holding 1 Srl. Italy &-month Eunbar plus 305 basis points
ERG Solar Piemante 1 Srl ltaly &-month Euribor plus 305 basis points
ERG Solar Piemoente 2 Srl Italy &-month Euribor plus 305 basis ponts
ERG Solar Piemante 3 S.rl. italy &month buribor plus 304 basis ponts
ERG Solar Plemonte 4 Sl ftaly 6-month Euribor plus 305 basis points
ERG Solar Piemonte 5 S.rl. ftaly 6-month Euribor plus 305 basis peints

The key transactions that took place during the course of 2318 are summarised below

following acquisition of the Forvel Group on 12 January 2018, ERG Power Generation Sp A granted loans to
subsidiary ERG Solar 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;

on 21 March 2018, ERG Power Generation Sp.A. granted a loan to subsidiary ERG Eolienne France Sas.
(approximately EUR 5 million) for acquisition of 75% of the companies Parc Eolienne de [a Voie Sacrée S.a.s. and
Parg Eclienne d'Epense Sa s,

on15May 2018, ERG Power Generation S.p.A. granted aloan to subsidiary ERG Eolienne France S.a.s. (approximately
EUR 41 million) for acquisition of 100% of the companies Parc Eolien de la Vallée de Torfou S.a s, Parc Eolien du
Melier S.a.rl. and EPURON Energies Renouvelables S.a.s;

following acquisition of the company Creag Riabhach Wind Farm Ltd on 1 August 2018, ERG Power Generation
Sp.A 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 Sp.A granted a loan to subsidiary ERG Eolienne France S.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 S.as;
» on 30 Novermnber 2018, the decrease in the loan to subsidiary ERG Eolienne France S.a.s. for EUR 39,577 thousand

was the result of a resolution for the share capital increase of the same amaunt.

The item "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 32017
Inventories of spare parts 11,053 11,247
Inventary write-down provisicn (1.783) {1,330)
Total Inventories of spare parts 9,270 9,917
Inventories of contract work in pregress 2,526 -
Total 11,795 9N7

The item “Inventories of spare parts’, net of the inventory write-down provision, is equal to EUR 9,270 thousand
at 31 December 2018 and reflects the value of the spare parts necessary 10 conduct maintenance work on the
aerogenerators and wind turbines. The write-down at 31 December 20718 is calculated based on an analysis of the
turnover ratio of spare parts and is aimed at handling a possible decline in functionality of the spare parts.

The item at 37 December 2018 decreased compared to 31 December 2017 as a result of the combined effect of:

- the decrease generated by the above-described elimination of branches for EUR 1,571 thousand;

- the increase generated by the ordinary change in inventories, which net of the write-down for the period amounts

to EUR 924 thousand.

The item "Inventories of contract work in progress” in 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 technolagical analysis
of the wind farms with incentives expiring within 2020, and the overall assessment of feasibility, profitability and
relative implementation timing of an important plan to boest efficiency through two types of intervention:

- total renovation (Repowering);

- partial renovation (Reblading).
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The current organisational structure of ONE Company 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,
consequently, the employment of internal personnel to carry out the projects.

The itern “Inventories of contract werk in progress® for 2018 therefore reflects the costs of engineering, purchase of
the blades and anciliary costs, including internal personnel costs sustained in 2018 for the Repowering & Reblading

projects on the plants of a number of wind subsidiaries.

Receivables (EUR 215,445 thousand)

Receivables can be summmarised as follows:

{EUR thousand) 31/12/2018 3111272017
Recelvables from customers 93,452 103,966
Receivables from subsidiaries 21,969 81,995
Recelvables from associates 1,325 1,535
Receivables from parent companies 16,882 26,518
Tax receivables 22073 3,646
Deferred tax assets 11,421 5,424
Recewables from athers 48,324 31,685
Total 215445 255179

Receivables from customers (EUR 93,452 thousand)

Receivables from customers mainly comprise:

- receivables relating to the sale of electricity generated under the talling contract by the combined cycle plants of
ERG Power S.rl, the talian wind farms of its renewables subsidiaries and the hydroelectnc plants of ERG Hydro

S.rl.in relation to the Electricity Market Manager for EUR 22,127 thousand;

receivables relative to the sale of electricity, steam and other utilities to custormers of the Prialo Gargallo site,
including in particular to ISAB S.r!t. for EUR 8,647 thousand, Versalis for EUR 7,615 thousand and Airliquide for EUR
8,613 thousand,

a receivabie due from Terna for the amount requested as reimbursement on the basis of the provisions pursuant
to Attachment A of resolution no. 111 of 9 June 2006 of AEEGSI, for EUR 3,857 thousand relative to the residual
amount accrued in financial year 2016; note that this receivable was collected on 28 February 2019,

- confirmation of the receivable relating to Energy Efficiency Certificates ("white certificates”) for energy production

in 2018, for EUR 25,784 thousand;

The receivanles from customers at 31 December 2018 are mostly from Italian customers and are due for payment
within the following year.
Note that receivables from customers are stated net of the loss allowance for EUR 2,824 thousand at 31 December

2018, allocated in order to cover any non-performing receivables.
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This itern 1s broken down as follows:

- trade receivables for approximately EUR 17470 thousand, mainly attributable to services rendered and not
yet collected under the Operation & Maintenance contract on the CCGT plant cwned by ERG Power, as well as
services rendered and not 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 administrative 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 item includes the receivable fram ERG Wind Bulgaria S.p. A. for
distribution of reserves for EUR 2,000 thousand.

A final note goes to the elimination of the receivable from Brockaghboy Windfarm Limited of EUR 54,677 thousand,
following disposal of the investment on 7 March 2018;

« other receivables for EUR 583 thousand.

Receivables from associates (EUR 1,325 thousand)
The trade receivables from Priclo Servizi S.C.p A. include the provision of utility services (sea water, electricity and

athers) and services rendered within the scope of the Operation & Maintenance contract.

Receivables from parent companies {(EUR 16,882 thousand)

This item mainly includes other receivailes from ERG S.p.A for EUR 15,660 thousand, which refer to receivables
relative to participation in the tax consclidation and, fo a residual extent, the transfer of VAT for December 2018.

The itemn also includes EUR 1,222 thousand in receivabies to ERG 5.p.A., which mainiy comprise the year-end balance

of the service agreement in place between the two companies.

Tax receivables (EUR 22,073 thousand)

This item mainly includes the VAT receivable for the menth 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 91 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 itself (EUR 166 thousand) and by merged
company ISAB Energy Services S.p.A. (EUR 171 thousand), in addition to EUR 142 thousand regarding the IRES
receivable for deductibility of IRAP, with request made to financial administraticn via consolidating company ERG

S.p.A but not yet reimbursed
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Deforred tay gag3-7s (PR TTA27 tha zand
The deferred tax assets relate to the tax effect of the deductible temporary differences that will be repaid in future

years. The breakdown of the main temporary differences and relative tax effects are presented below.

31/12/2018 31/12/2017
Amount Tax Amgunt Tax
tiorences effect Uiteremcer. effect
Provision for clean-up charges - - - -
Write-down of inventory 1,783 514 1,330 383
Other pravisions 6,768 1,765 16,045 4,308
Other changes in IRES {Corporate tax) 6,723 1,804 1,431 412
Derivative instruments 25,462 7,338 1,107 319
Total 11421 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
1o be repaid. This assumption is mainly based on the fact that the company forms part of the consalidated tax regime
with the parent company ERG S.p.A,, in view of the expected Group taxable amounts.

As mentioned in the 2017 financial statements, recall that the ACE benefit arising from prior years and in part from the

merger was essentially used up during 2017,

Receivahles from athers (CUR 48,324 thousand)

(EUR thousand) 3112/2018 31/12/2017
Receivables from ECC - European Commaodity Cleanng 34,670 14,069
Receivable from Jao 2,559 2,438
Recevables from GME 550 550
Receivables under Law 488/1992 10.009 11,200
Qther recevables 536 3,438
Total 48,324 31,695

This item predeminantly comprises receivables from the ECC - European Commaodity 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
2,556 thousand and security deposits from 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 p A. In 2017, it also included receivables of EUR 2,236 thousand

fram the company PLT Energia S.5.A. for the Tursi transaction. The subject receivable was collected in June 2018.

Short-term financial assets (EUR 0 thousand)
The subject item, hrought down to zero in 2018, amounted to EUR 76,073 thousand in 2017 and included:
- the investment in Brockaghboy Windfarm Limited for EUR 26,329 thousand, the sale of which was finalised on 7

March 2078;
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- the financial receivable from parent company ERG S.p.A. relating to the cash pooling zero balance in the amount
of EUR 49,187 thousand;

- the fair value of derivatives existing at year-end for a total of EUR 564 thousand.

Cash and cash equivalents (EUR 1,015 thousand)

(EUR thousand) 31/12/2018 22017
Bank and postal deposits 1.015 3210
Total 1,015 3,210

The item principally relates to the credit balances on bank current accounts, the carrying value of which represents

the nominal value.

Accruals and deferrals (EUR 10,887 thousand)

(EUR thousand) 31/12/2018 31/12/2017
Prepaid expenses - other and CO, 10,440 9,435
Prepaid expenses - insurance premiums 62 44
Prepaid expenses - cther and sundry payments 385 54
Total 10,887 9,533

The most significant item is "Prepaid expenses - other and CQ,", which mainly includes:

- prepaid expenses recognised for the quotas of CO, purchased in excess with respect to the requirements of the
CCQGT plant in 2018 for EUR 6,663 thousand,

- prepaid expenses regarding the costs for development of wind energy projects abroad, specifically for the UK

companies, which are developing twe wind power projects in the United Kingdom for EUR 2,811 thousand.

The estimated classification by expiry of the items registered under assets is presented below:

Within 12 months Within 5 years After 5 years Total
Receivables under financial assets
- from subsidiaries 435,459 435,459
- from others 2,659 2,659
Receivables under current assets
- from customers 93,452 93,452
- fram subsidianes 21,969 21,969
- from associates 1,325 1,325
- from parent companies 16,882 16,882
- from companies subject o cantrol by parent _ _

companies

- deferred tax assets 5,393 6,029 11.421
- from the tax authorities 20,339 1,734 22073
- from others 37,764 10,559 48,324

Total 197,123 20,981 435,459 653,564
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LIABILITIES
SHAREHOLDERS' 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 fully held by ERG S.p.A.

The merger deed of 21 December 2016 n particular provided full execution of the resolution of the Shareholders'
Meeting of 18 Novernber 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 af 6,400,000 new shares with a
par value of EUR 10 each, assigned tc the company ERG S.p.A,, sole shareholder of the incorporating cormpany.

As a result of the above, the share capital at 21 December 2018 amounts to EUR 100,000 thousand.

Share premium reserve (EUR 7,000 thousand)

The Cempany's shareholders' meeting of 20 June 2014 had decided to increase the share capital 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 7000 thousand as payment for the "Power Business Unit’, which took place on 1

July 2014,

Revaluation reserve (EUR 37 thousand)
The revaluation reserves had been transferred following the merger of ISAB Erergy Services Srl. on 1 January
20115, which in turn derived from the spin-off frorm 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 8963 thousand)

The legal reserve was established in 2012 following the decision by the ordinary shareholders’ meeting of 16 April
2012, which approved the financial statements for 2011

The sharehclders' meeting held an 22 April 2015 had approved the financial statements for 2014 and voted to allocate
5% of the tota! profits for the period, amounting to EUR 632 thousand, to the reserve.

The shareholders’ meeting held cn 21 April 2016 had approved the financial statements for 2015 and voted to allocate
EUR 507 thousand to the reserve.

The shareholders’ meeting held on 13 Apnl 2077 resolved to allocate EUR 3,838 thousand to the reserve,

The shareholders' meeting held on 19 April 2018 resolved 1o allocate EUR 3,924 thousand to the reserve.
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Qther reserves (EUR 1580 400 thausand’

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 2016, fallowing
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 loan between ERG S.p A and ERG Power Generation S p A via offsetting.

This item alse includes the extracrdinary reserve to which EUR 5,830 was allocated, as a result of the share capital
reduction in FY 2011, and the merger surplus amounting to EUR 5,855 thousand, relative to the merger by incorporation
of ISAB Energy Services Srl.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 sharehalders’ equity of companies ERG Renew S.p.A. and ERG Renew Operatian & Maintenance S.r.l., incorporated
intc ERG Power Generation S.p.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 remaining portion conststs of sundry reserves of insignificant amounts {EUR 2 thousand) transferred to the

company following the merger through incorporation of ISAB Energy Services S.rl. on 1 January 2015.

Reserve for transactions to hedge expected cash flows (EUR -18,125 thousand)
This item was introduced by Legisltative Decree 139/15 and comprises the fair value changes of the effective

component of hedging derivatives, net of deferred taxes.

Retained earnings (EUR 128,064 thousand)
This item includes the profits and losses carried forward from previous years.
Note that an 20 December 2018, the Sharehalders’ Meeting resolved the distribution, as a dividend, of EUR 20,000

thousand in retained eamnings from the year 2017 in favour of the sole shareholder ERG S.p.A.



The table showing the changes in the shareholders' equity iterns of the Cormpany over the past three years is shown
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below:
Share Share Revaluation Legal Other Gash flow Retained Profit (loss) Total .
ital premium reserves reserve resefves hedge prafits fot the period Sharehoiders
cap! reserve reserve (losses) Equity

BALANCE AT 31/12/2015 6,000 2,000 37 692 273,420 {114) 506 21,695 309,235
Distribution of dividends - - - - - - (21,186) - {21.186)
Allocation of pror year profit (loss) - - - 507 - - 21,186 {21,694) (0)
Other changes - - - - 700,000 - - 700,006
Other changes - adaption of OIC _ _ _ _ _ B _

2015 {2.987) {2987)
Profit (loss) for the yaar - - - - - - - 78,766 76,766
BALANCE AT 3112/2016 6,000 7,000 37 1,200 973,420 {3,101) 506 76,766 1,061,828
Distnbution of dividends - - - - - - - -
Allocation of prior year profit {loss] - - - 3,838 - - 724528 {76,766)

Merger surplus 2017 - - - - 607,150 - - 607,050
Other changes 94,000 - - - - - - - 94,000
Other changes - adoption of OtC B _ _ _ 1 _ _

2015 2312 2312
Profit {loss) for the year - - - - - - /8,485 78485
BALANGE AT 31/12/2017 100,000 7,000 a7 5038 1580470 (789) 73434 T3 485 1,843,675
D stribution of dividends - - - - {20.000; - (20,000}
Allocation of prior year profit (loss} ~ - - 3.924 - - 74,561 (78,485} -
Merger surplus 2017 - - - - (79) - 70 - -
Other changes - - - - - - -

Other changes - adoption of O1C _ _ _ _ _ (17.335) B _ 1,336}
2015

Prof t (less) for the year - - - - - - - 60,687 £0,687
BALANCE AT 31/12/2018 100,000 7,000 37 8963 1,580,400 {18,125) 128,064 60,687 1,867,026

285



ERG Pouwier Generation > .~ =70 0% 4

The following table lists shareholders' equity itemns, indicating the possible utilisation for each of them, as well as any

tax restrictions.

o Amount
Amount of wtisatian avalabe  Sublectfotax
Share capital 100,000 - 3.009
Revaluation reserves 37 ABC 37 37
Share premium reserve 7,000 AB 7,000
Legal reserve 8963 B 0
Other reserves/Capital account payment 961,733 ABC 961,733
Other reserves 11,687 ABC 11,687
Other reserves/Merger surplus 2017 606,980 ABC 506,980
Retained earnings 128,064 ABC 128,064
Profit for the year 60,687 ABLC 60,687
Total 1,867,026 1,776,189 3,046
Key

A - for share capital increase
B - for loss coverage
€ - for distribution to sharenolders

The Company did not allocate deferred tax liabilities on the capital portion related to cperations 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 is expected.

Provisions for risks and charges (EUR 6,382 thousand)

{EUR thousand) 31/12/2018 31/12/2017
Derivative financial instruments payable 1,654 142
Other provisions 4728 8,111
Total 6,382 9,253

The item derivative financial instruments payable, equal to EUR 1,654 thousand, includes 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 relative paragraph on derivatives.

A summary of the iterm "Cther provisions” is provided below:

(EUR thousand) 3112/2018 Increases Decreases 31/12/2017
Provision for coverage of investees’ losses 718 550 {1,163) 1,33
Other current provisions 3,885 - (3,724) 7.610
Provisions for current environmental risks 59 - - 58
Other non-current provisions 66 - (45} 1

Total 4728 550 {4,932) 9,111
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The most significant item is "Other current provisions”, broken down as follows:
- EUR 2,844 thousand from charges potentially resulting from the electricity business;
- EUR 1,041 thousand from potential expenses regarding uncertainty of the results of projects mainly linked to the

business 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 S.p.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 an amount of EUR 1,163 thousand,

- utilisation of the provision recognised for a contractual dispute in 2010 in respect of a whalesale customer to

finalise a settlement agreement with the counterparty during 1st quarter 2018 (for EUR 2,720 thousand);

utilisation of the provision for risks recognised for charges potentially resulting from the electricity business for EUR

406 thousand;

allocation to the provision for risks of EUR 550 thousand, relative to potential charges arising from the settlement

of a dispute with a developer of the subsidiary company Troina S.rl. in liguidation.

On 3 July 2017, ERG 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 S {(now ERG Hydro S.r1),
carried oyt on 30 November 2015, from sale of an equity investment (following the partial demerger of the hydro
business by E.On Produzione S.p.A ) to sale of a company and, consequently, highlighting non-payment of the related
proportichal registration tax on the declared price (approximately EUR 950 million).

On 21 July 2017 the companies met inspectors with officials from the Genoa Revenue Agency in arder to provide their
first ohsetvations. As agreed with the Office, on 21 September 2017, the companies submitted to the Italian Revenue
Agency a detalled note describing the intentions of the parties, the technical and legal peculiarities underlying the
statutory fawsuit for the sale of the equity investment with respect to the “impractical” sale of the company, as well as
the main reguiatory aspects at the basis of the Company’s unfounded conduct.

In this regard, recall that on the ERG side, following the technical-legal analyses conducted at the time, acquisition
of the investment in ERG Hydro Srl (following the partial demerger of the hydro busiress by E.On Produzicne
S.p.A) was the only concretely possible transaction within the terms and methods aimed at keeping the investment
economigally sustainable. In particular, the issues hindering a different transaction (i.e, sale of company} were: (i)
complexity and uncertain timing in obtaining appraval by the authorities with regard to transfer of the cencessions,
(il zoning/cadastral differences of some hydroelectric assets and (iii} incompatibility of an acquisition of business
branch with the structure of the ERG Group, in which each individual business is managed by a specifically dedicated
company

Despite presentation of the detailed note by ERG Power Generation and E.On Italia (supplemented by further production

on 26 October 2017) and the meeting with officials of the Genoa Revenue Agency on 17 October 2017, on 27 October
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2017, the Genoa Provincial Office of the Italian Revenue Agency served notice of payment of an additional registraticn
tax of approximately EUR 28.8 millicn plus interest of EUR 1.9 millicn {no penalties were applied).

On 24 Novernber 2017, an appea!l and an application for judicial suspension of the tax collection were filed.

On 14 December 2017, the judicial suspension of the tax collection was ordered.

The merit hearing was held on 14 March 2018

On 7 Novernber 2018, the decision no. 1256/6/18 of 14 March 2018 was filed; with it, the Genoa Provincial Tax
Commission rejected the appeal filed by ERG Power Generation S.p.A.

0On 15 January 2019, the company appealed and appiied for judicial suspension of the tax collection.

On 26 February 2019, ERG Power Generation S.p A received - following the first decree decision - a payment notice
bearing the enrollment in the register of approximately EUR 41.8 million (amount including tax, penalties, interest
and collection premiums). The Company filed a petition to obtain the previously requested judicial suspension of the
collection.

In this regard, it is pointed out that the 2019 Budget Law (ttalian Law no. 145 of 30 Decemnber 2018) clarified that
Article 1.87.a) of Law no. 205 of 27 December 2017 (2018 Budget Law), is the authentic interpretation (hence with
retroactive effect) of Article 20.1 of the consalidated law per Presidential Cecree no. 131 of 26 Aprd 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 applicable, 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 unlikely, and therefore have not recognised a related liability.

Employees' severance indemnities {EUR 3,003 thousand)

(EUR thousand) 31/2/2018 31/12/2017
Opening balance 3,199 1,090
Merger 2017 - 2,285
Increases 1,376 1,248
Decreases (1.572) (1,424)
Closing balance 3,003 3,199

This itemn includes the liabilities related to the employees’ severance indemnities due to employees,
The indemnities increased by the amounts allocated in favour of employees for severance indemnity 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 persannel.
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Pavahles {ELIR 458 $472 thousand)

The payables can be summarised as follows:

(EUR thousand) 31/12/2018 31/12/2017
Payables to suppliers 36,320 40,264
Payables to subsidiaries 403,402 310363
Payables to parent companies 8,168 51
Payables to companies subject tc controt by parent companies - 43
Tax payables 2,166 1,554
Payables to social security and pension institutions 2,035 1,928
Other payabley 16,550 4421
Total 468,642 358,632

Payables to suppliers (EUR 36,320 thousand)

Payables to suppliers stem from commercial transactions.

The payables to suppliers at 31 December 20118 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 Edison of EUR 6,006 thousand, to ENI of EUR 5,955 thousand and to Gazprom Export LLC
of 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 itern also includes trade payables for ancillary charges on the sale of electricity (such as, for example, to
Enel Distribuzione S.p.A. for FUR 277 thousand) and other charges connected to the purchase of gas and production
of the CCGT plant owned by ERG Power S.r.l., such as the payable to Snam Rete Gas for EUR 1,380 thousand.

The item alsc comprises trade payables to third parties for services connected to maintenance of the wind farms.

Payables to subsidiaries (EUR 403,402 thousand}

The subject itern mainly consists of the following:

- financial payables to subsidiaries, for EUR 344,972 thousand, particularly in relation to the cash pooling zero
balances, including accrued interest, to ERG Hydre Sr.l. (EUR 254,356 thousand), ERG Eolica San Cireo Srl {EUR
10,004 thousand), ERG Eolica San Vincenzo Srl. (EUR 8,954 thousand). Lastly, the item includes the payable for the
loan agreement to ERG Wind Investments Limited for EUR 71,148 thousand,

- trade payables to group companies, equal to EUR 58,161 thousand, which mainly regard payables to the wind
subsidiaries for EUR 24,229 thousand for the purchase of electricity, payables to ERG Hydro Srl. for EUR 16,409
thousand for the purchase of electricity, and payables for services during the year, particularly frorm subsidiary
ERG Power S rl, totalling EUR 17,523 thousand as part of the tolling contract;

- other payables for EUR 269 thousand
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The itern in 20718 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 to control by parent companies (EUR 0 thousand)
This itemn, which at 31 December 2017 inciuded amounts owing to TotalErg Sp A, was eliminated during the year

following transfer of the equity investment in TotalErg S.p A.

Tax payables (EUR 2,766 thousand}
This item mainly refers to payables to the tax authorities for withholdings for ELR 1,070 thousand and payabies for

excise duty related to electricity and gas for EUR 1,082 thousand.
Payables to social security and pension institutions (EUR 2,035 thousand)
This mainly refers to what is due in salaries and wages for December for social security, pension and insurance

obligations.

Other payables (EUR 16,550 thousand)

(EUR thousand) 31/12/2018 31/12/2017
Payables to employees 2023 2,348
Payables to third parties for equity investments 13,863 1,929
Sundry payables 664 144
Total 16,550 4421

The ftern inciudes payables to employees relating to wages for the period not yet settled and comprises holidays,
unused time off"in{ieu” and the estimated productivity bonus and variable remuneration linked to company objectives.
"Payables due to third parties for equity investments™ mainly refer to the payable for acquisition of the investment in
Creag Riabhach Wind Farm Ltd. (FUR 11,934 thousand). The item also includes a payable of EUR 1,844 thousand
fram the merger of ERG Renew S.p A The subject payable concerns the valuation of a put option cn 0.69% of Ansalde
Fuel Cells S.p.A. granted by ERG Renew S.p. A to Gepafin S.p.A. with expiry an 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
S.p.A. to be valid and informed Gepafin S.p.A. that it would not purchase the shares that were the subject of the option.
Consequently, Gepafir filed proceedings to obtain payment of the debt and, at present, the proceedings in guestion

are pending before the Court of Cassation.
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The classification by expiry of the main items registered under the liabilities is shown below:

Within 12 months Within 5 years After 5 years Total

Payables

- 10 banks - -

- to suppliers 36,320 36,320

- to subsidiaries 403,402 403,402

- to parent companies 8,168 8,168
- lo companies subject to control by parent . _
: companies

- tax payables 2,166 2,166

- to sacial security and pension instituticns 2,035 2,035

- gther payables 3 6,550 16.5?077

Total 468,642 ) - - 468,642
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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 628,361 645,365
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 saie of White Certificates on electricity generation of the CCGT
plant;

- electricity and gas sales and the supply of steam and other utilities to the other companies operating in the industriat

site of Priolo Gargallo.

Note that ERG Power Generation S.p.A. manages the ERG Group's electricity saies, performed in Italy through the
Energy Management department, which refer to the electricity generated by its wind, thermoelectric, hydroefectric
and solar plants, as well as purchases on organised markets and through physical bilateral agreements.

Revenue from services mainly comprises remuneration established in the Operation & Maintenance service contract
frem the subsidiary ERG Power Srl, from the associated company Priolo Servizi S.C.p.A. and from ISAB S.rl. The
iten also includes the provision of technical services and central staff services charged back to ERG Power Sri.
This item also includes revenues from Terna for the capacity payment.

Also note that from 1 January 2017, revenue frem 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 complete disclosure, we provide below a breakdown of the revenue from sales and services:

(EUR thousand) 2018 2017
Sales
Electricity 512902 552,718
Steam 51959 44,243
Gas 3816 1,880
GO 35 0
White Certificates 25478 38,322
Utiities 11,678 8,203
Total sales 605,868 645,365
Services
Dispatching Services Market revenues from Terna 1,200 5615
Service contracts in respect of ERG Power - ERG Hydro 12,392 12,392
Service contracts from wind subsidianes 6,655 5716
O8&M for ERG Power and third parties site 12519 12,547
0O&M for wind subsidiaries 3361 33,796
*Other 3451 6,506
Total services 69,889 76,567
TOTAL REVENUE FROM SALES AND SERVICES 675,757 721,932

Revenue for electricity 1s mainly from the Electricity Market Manager and {REN Mercato, Terna, Enel and ACEA.
Revenue from sales of electricity refers to the energy generated by the wingd, thermeelectric and hydroelectric plants
of the Italian subsiciaries.

Energy sold in the market includes sales within the IPEX electrical market as well as in the "day before market” (MGP),
the "intraday market” {MI) and the "market for dispatch services™ (MSD) in addition to being sold to the primary
operators of the sector within the OTC {over the counter) platform. The latter are realised by Energy Management in
order to develop forward contracts, also with the objective of hedging the generation, in accordance with Group's risk
policies.

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 National Price) in 2018 was 61.3 EUR/MWh, up compared 1o the value recognised
in 2017 (54 EUR/MWh),

The safes of steam and utilities mainly relate to customers from the Priclo industrial area, more specifically Versalis
Sp A, ISAB Sl and Priolo Servizi SCp A
Gas sales are residual and concern gas not used in the CCGT production cycle, and are associated primarily with

Snam rete Gas Sp.A.
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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 production of the plant during the
year.

Revenue for services also inciudes services provided by 0&M to the wind subsidiaries, from 1 January 2017

The subject itemn alsc includes revenue for technical services and central staff services provided to the subsidiaries.
From 1 January 2017, the service contracts to wind companies are also included.

The item “other services” mainly comprises chargebacks to Terna in regard to fees for Lost Wind Power Qutput for

EUR 3,365 thousand and other services to third parties, including site customers,

Changes in contract work in progress (EUR 2,526 thousand)
The subject item reflects the costs of engineering, purchase of the blades and ancillary costs, including internal
personnel costs sustained in 2018 by ERG Power Generation 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
Other revenue for capacity resale 3946 1901
Revenue other than the above 3708 4893
Total 8.580 8.207

“Other revenue from Group companies” essentially 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 from Jao S.A. for the sale of the unused energy
transmission capacity for EUR 3,646 thousand.

The item "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 2011 impairment test onthe financial statements
of ERG S.p.A., and transferred on 1 July 2074 to the Company. Use of the provision is recognised upon the final closing
of the cash flows of the CGU and amounted to EUR 1,163 thousand in 20718. The item includes the positive impact
of the collection relating to the Tursi transaction previously commented on, for EUR 1,889 thousand, and comprises

other miner 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

{EUR thousand) 2018 2017
Costs for raw, ancillary and consumable materials 518,063 507,735
Service costs 178,616 197,065
Leasing costs 1,899 2,057
Employee costs 24,547 27930
Amortisation, depreciation and write-downs 1,763 1,769
Changes in inventories of raw materals, ancillary and consumable materials and goods (923) (2,529)
Provisions for risks - 5,591
Management expenses 2,084 1,506
Total 732,050 741,124

Costs for raw, ancillary and consumable materials and goods (FUR 518,063 thousand)
The purchase costs of electricity mainly regard purchases from the Electricity Market Manager, from the wind
subsidiaries and from ERG Hydro S.r.l.

The gas purchase costs are essentially related to Edison, ENI and Gazprom.

The above costs are stated net of the adjustrnent generated by the hedging transactions 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 industrial site of Priolo
Gaiydllu.

Costs include outlays to purchase spare parts, referring to the costs of raw materials acquired by third parties and
subsidiaries to conduet maintenance on the wind aerogenerators on behalf of the subsidiaries, an activity acquired

starting from January 2017.

Service costs (EUR 179,617 thousand)

(EUR thousand) 2018 2017
Costs for services from third parties 45,982 43,657
Costs for services from subsidiaties 97,920 116,576
Costs for services from parent companies 35715 36,832
Total 179,616 197,065

The "Costs for services from subsidiaries” relate to the Tolling fee paid to the subsidiary ERG Power S.rl. as part of
the Tolling contract.
"Costs for services from parent companies” essentially reflect the costs for staff services rendered by the company

ERG S.p.A and include chargebacks for administrators’ fees.
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"Costs for services from third parties” mainty comprise the fallowing:

{EUR thousand) 2018 2017
Maintenance costs 6,847 4678
Technical, legal and other consulting services 4,045 2,800
Payments to statutery auditors 76 70
Utilities and supplies 356 264
Insurance costs 430 436
Gther payabies 34,128 35408
Total 45,982 43,657

"Maintenance costs” refer to costs for assistance, management and maintenance services for 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 consultancy costs, EUR 745 thousand for assessments, inspections

and testing, EUR 197 thousand in feasibility studies and other minor costs for services.

The itermn also includes payment to the independent auditors KPMG S.p.A., of which EUR 214 thousand 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 itemns "Costs for services from parent companies” and "Other services” include directors’ fees for a total

of EUR 1,478 thousand.

The table below shows the main breakdown of the item "Other services”, which includes:

(EUR thousand) 2018 2017
EE transport, gas and other capacity charges 14,245 13619
Futures, swaps and CFD charges 11,532
Other personnel services 2,641 2,667
Italian and foreign bank fees 1,100 958
Other TERNA and Ipex fees 11,495 1,081
Other services 4,646 2,541
Total 34,128 35,408

.

- other personnel services are in line with 2017,

electricity transport costs, equal to EUR 14,246 thousand, are up slightly compared te 2617,

» other Terna and IPEX fees amounted to EUR 11,495 thousand in 2018, up compared to 2017 mainly as a resuft of

more specific classification with the subject iter;

- in 2017, the tem “Futures, swaps and CFD charges” reflected the effect of changes for hedging transactions

completed, which in 2018 were more specifically classified as adjustments to the item "Purchase costs”.
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[ easing costs {EUR 18898 thousand?

{EUR thousand) 2018 2M7
Rent expenses 365 486
Lease expenses 317 392
Rayalties 5 5
Rents and leases 1211 1174
Total 1,899 2,057

Leasing costs mainly refer to rent expense on warehcuses, fees and leasing costs for automobiles and trucks.

Employee costs (EUR 29,547 thousand)

Employee costs relate to the total costs of 371 employees during the year (371 at the end of the year).

EJthuus;nd) 2018 2017
Salaries and wages 20,185 19,364
Social secunity contributions 6,181 5,038
Employees’ severance indemnities 1,275 1,248
Other costs 1,906 1,280
Total 29,547 27,930

The following shows the breakdown of the Company's personnel;

1 2018 2017
i Executives 14 12
| Managers 57 53
Staff 157 158
Blue collar - Intermediate workers 143 147
Total n n

Amortisation, depreciation and write-downs (EUR 1,763 thousand)
(EUR thousand) 2018 2017
Armortisation of intangible assets 1272 1.319
i Depreciation of property, plant and equipment 491 450
i Total 1,763 1,769

Amartisation of the intangible assets refers to the other intangible fixed assets, especially the software used to carry
out the activities and the goodwill generated by the merger.
In 2018, following verification of the coliectability of receivables from third-party custorners, it was not necessary to

carry out any write-downs of receivables.
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Chanaoe ininventa-ies of raw, ancillary and corsimable materials and goods

{EUR -923 thousana)

The itemn refers for EUR 1,376 thousand to the change in inventories of spare parts, acquired in order to conduct
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 ratio of spare parts and is aimed at

handling a possible decline in functionality of the spare parts.

Other management expenses (EUR 2,084 thousand)

(EUR thousand) 2018 2017
Other charges from Group companies 812 384
Municipal property tax 5] 6
Other duties and taxes 116 141
Other managerment expenses 1.150 g75
Total 2,084 1,506

FINANCIAL INCOME AND EXPENSES (EUR 93,821 THOUSAND)

(EUR thousand) 2018 2017
Incaorne from equity investrnents 83,264 £8,204
Other financial income 11,731 16,470
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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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 Eolica San Vincenza S.r.l. 4,842 4,487
ERG Eolica Basilicata Srl 1,463 2,412
ERG Eolica San Cirec Srl 5,443 3,521
ERG Eolica Campania S.p.A 963 4,352
ERG Eolica Adnatica S.rl. 9,713 5176
ERG Eolica Fossa del Lupo S.r! - 4,000
Green Vican Srl. 1,006 483
ERG Eplica Faeto S ). 500 1,453
ERG Hydro S.rl 30,297 37640
ERG France Sarl 176 -
54,397 64,024
Distribution of reserves
ERG Eolica Adriatica S.r.l. - 4,180
ERG Wind Bulgana S.p A 2,000 -
2,600 4180
Other income
Brockaghboy Wind Park Limited 26,867 ~
26,867 -
TOTAL 83,264 68,204

Other income (EUR 11,7317 thousand)

The itern comprises the following:

- financial income of EUR 11,634 thousand from interest income on loans granted to subsidiaries;

« interest Income from the parent company for EUR 9 thousand;

- interest 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 2017
Financial charges due 10 subsidianes 603 884
Financtal charges due to parent companies 650 965
Expenses due to others:

Interest payable to banks - 1
Other expenses 68 102
Total 1,320 1,952

“Financial charges due to subsidiaries” include interest payable to subsidiaries.
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"Financial charges due to parent companies” refer 1o the interest accrued up to 31 December 2018 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 itern mainly includes the impact of exchange rate differences during the period.

VALUE ADJUSTMENTS TO FINANCIAL ASSETS AND LIABILITIES
(EUR-1,574 THOUSAND)

(EUR thousand) 2018 2017
Revaluation of derivative financial instruments 9,963 1,284
Allocation to provision for iosses oninvesimenis {550) (996}
Write-downs of derivative financial instruments {10,988) (488)
Total (1,574) (200)

The items "Revaluation 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 liquidation.

INCOME TAXES FOR THE YEAR (EUR 13,628 THOUSAND)

(EUR thousand) 2018 2017
Current income taxes - IRES 14419 6,397
Deferred tax assets (958) 307
Taxes from previous year 167 250
Total 13,628 6,954

The current IRES (Corporate tax) account from consolidation highlights a positive amaunt, as it includes the transfer
to ERG's tax consclidaticn of the tax loss (EUR 8,100 thousard) and the ACE benefit accrued for 2018 {EUR 6,319
thousand).

Also note that no IRAF amount is due, as the taxable income for this tax is negative.

Use of the deferred tax assets was generated by use of the provisions to which they were allocated, for EUR 358

thousand.
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The table below shows the reconciliation 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 (loss) before taxes 47,025

Theoretical taxation {24%) 11,286
Impact of permanent tax changes (78.033)

Taxable IRES income (31.008)

IRES rate (24%) (7.442)
IRES reported (7,442)
IRAP

Difference between production costs and revenues (45,187)

Costs and revenues not relevant for IRAP purposes 29,547

Theoretical taxable income for IRAP purpcses {15,640)

Theoretical tax charge (tax rate 4.82%) (754)
Impact of permanent tax changes (17,470}

Taxable [RAP income (33110}

IRAP rate (4.82%) (1,596)
IRAP reported a
Changes in deferred tax assets with current incorme taxes at zero 300
Adjustments of taxes from previous years {168)
ACE benefit transfer, tax consofidation (6318)

Total income taxes as reported in the financial statements {13,628)
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COMMITMENTS AND GUARANTEES AND CONTINGENT LTABILITIES
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. intc 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 commercial dealings were carried out, as well as a guarantee in favour of

the ltalian electricity market operator (GME) directed at allowing operations on said market.

Collateral (EUR 114 thousand})

This iterm regards collateral dating back to the year 2012 for pledges on Power.
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DISCLOSURE ON THE FAIR VALUE OF THE FINANCIAL
INSTRUMENTS IN ACCORDANCE WITH ARTICLE 242/-BiS

OF THE CIVIL CODE

The Company uses certain derivative instruments as part of Group policy to minimise the risks relating mainly to
credit, market, liquidity and operational risks.

The following table shows the derivative financial instruments used by the Company at 31 December 2018,

(EUR thougand) 31/12/2018 31/12/2017

, " Mwh/ MWh,
Type of contract Underlying financial risk thousand Fv thousa r{ ds Fv
Contract for Difference :P::,:;‘Ms Electricity purchase price risk 15 ()] 283 {103)
impact on Income Statement - 8
trmpact on sharehclders’ aquity ) (142)
Comimodities swap ;P&"m"ds GAS purchase price risk 2,014 (1,654) 1,118 525
Impact on Income Statement Q 17
impact on sharehclders’ equity (1,654) 509
Commadities Futures I}‘:‘“;,;"“ Electricity sale price risk 6,284 (24014) 1,661 (721)
Impact on Income Statement (206) 753
Impact bn shareholders’ equity (23,808) (1.474)
Toial (25,660) (299)

Electricity price risk hedging swap
Swaps used to hedge the 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 difference between the established price

and the price observed during the reference period.

Electricity price risk hedging CFD
CFD (Contract for Difference) transactions to hedge the risk of fluctuation in the price of electricity with respect to
forward agreements for the purchase and sale of electricity. These are contracts whereby the parties undertake to

liguidate, at a certain date, the difference between the price agreed and the market price of the reference period.

Futures

Futures transactions are fixed-term, standardised contracts. These are contracts whereby two parties agree {o
exchange, at a future date, a certain asset at a price determined upon stipulation of the contract

The fair vaiue is calculated based on the estimate of future cash flows, discounted at the measurement date
(Discounted Cash Flow Model). The estimate of variable future prices is carried out on the basis of forward prices of

the commodities.
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The measurement technigues used are based exclusively on parameters such as spot and forward price, interest

rates and commodity price directly observable en the market.

Other information required by Articles 2427 and 2427-bis of the Italian Civil Code

- No transactions subject to the obligation of retrocession upon completion were carried cut (Article 2427, no. 6-ter);

» Nofinancial expenses were posted to the asset values of the Statement of Financial Positien during the year (Article
2427, no. 8),

+ No bonus shares, bonds convertible into shares or securities or other similar instruments were issued (Article 2427,
no. 18);

+ Nc assets were ailocated to a specific business (Article 2427, no. 20), and no loans were granted or stipulated with
regard to a specific business {Article 2427 nc. 21);

- No finance lease transactions involving the transfer to the lessee of the predorminant portion of risks and benefits

of the underlying asset were carried out (Article 2427, no. 22);

Transacticns with related parties (Article 2427, no. 22-bis) are illustrated in the next paragraph;
+ There are no known agreerments whose 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 obligation for companies that receive financial
contributions from public administrations to publish the amounts received in their Explanatory Notes and in the
Consolidated financial statements, if these are drawn up. This provision raised a number of interpretation doubts with
regard, amaong other things, to the type of disbursement that must be disclosed. In this regard, the company noted
the positicn adopted 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 obligation to publish relates only to disbursements of an
"individual” nature. Although Assonime's position is widely acceptable, pending a2 more general interpretation of the
taw in question and given the importance of the possible conseguences of non-compliance with the aforementioned
disclosure obligation, the company has decided to indicate in these financial statements the economic contributions
received from public administrations that can be used by all cormpanies 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 categeries:

« taxincentives,

- training grants received from inter-professional funds (such as Fondimpresa)}, as funds having the associative form

and legal nature of private entities, which are financed by contnbutions paid by the 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 received,

please refer 1o the indications contained in the National Register of State Aid under Article 52 of Law no. 234 of 24

December 2012.
a . . Revenue recorded in 2018 Collection in 2018
Type of contribution Disbursing party {EUR thousand) (EUR thousand) (*)
White Certificates GSE 25478 27,245

(*) nate that the subject certificares in 2018 {relative to 2017) were sold and therefore callected 2y third parties

! RELATIONS WITH PARENT COMPANIES, SUBSIDIARIES,
| ASSOCIATES, COMPANIES CONTROLLED BY THE PARENT
COMPANIES AND OTHER RELATED PARTIES
The main relations between the Company and the companies that form part of the ERG Group are set out below, with
transactions settled on an arm’s length basis.
Intra-group refations in 2018 refer to Company operations.
In 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 services as well as for the cash pooling zero contract.
The payable due to subsidiary ERG Power Sri. refers to the tolling contract, while the receivable mainly refers to
operation and maintenance services under the Operation & Maintenance contract, as well as the service agreement.
The trade payable due to ERG Hydro Sl refers to the contract for the purchase of electricity produced, while 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 regard contracts 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 sale supplier for companies of the group with respect to electricity
users,

The table below summarises the financial and equity items for the year 2018 with Group Companies.
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Revenue Costs
Sesad  Obwr  Fnasl pudheses  seesand  Dhoncel
other costs

Subsidiaries

ERG Eclica San Vincenzo Sr.l. 1,296 12 - (3,593) - (56)
ERG Ealica San Cireo S 1,214 - - (3173 {42) (86)
ERG Eoiica Faeto Sl 1,072 - - 2,600} - -
ERG Eclica Ginestra Sl 1,399 12 530 (3,780) - -
ERG Eclica Tirreno Serl 16 - - - - -
Green Vican S.ri. 1,320 - - (4,242) - -
ERG Eolica Basiicata Sl 1,088 - - (4,431) - -
ERG Eolica Fossa del Lupe Sri. 3,044 - 413 {10,089) - -
ERG Eolica Calabria S.rl 16 - 0 - - -
ERG Power Srl. 13.841 - - - (87791) -
ERG Eolica Adriatica S.rl. 3,986 - - {(12,803) - -
ERG Eaolica Campania S.p A. 3981 - 137 (13,489) (790} -
ERG Eolica Amaroni S.rl. 1063 - 142 {2,506) - -
ERG Wind investrments Lirnited 200 - - - - (1400
ERG Wind Holdings (Italy) Sl 18,930 156 - (99) (109) -
ERG Wind Sardegna Sl 36 - - - - -
ERG Wind Sicilia 6 Sl 25 - - (2.939) - -
ERG Wind 4 Srl. 1,013 - - (1,296) - -
ERG Wind Leasing 45l 1 - - - - -
ERGWInd 6 Srl. 56 - - (3.238) - -
ERG Wind Sictia 2Sr 43 - - - - -
ERG Wind Sicilia3Sr|. 18 - - (2.068) - -
ERG Wind Sictia 4 Srl. 21 - - - - -
ERG Wind Siciha 5S.ri. 53 - - - - -
ERG Wind 2000 Sl S0 - - - - -
ERG Wind MEG 4 LLP - - - [(ES)] - -
ERG Wind Energy S.rl. 9 - - (45320) - -
EW Qrneta 2 5p z.0.0 10 - 1,927 - - -
Hydra Inv (PL) 10 - - - - -
Slupia (PL) 10 - - - - -
ERG Wind France 1 - - 482 - - -
Evishagaran WF Ltd. - 38 21 - - -
Sandy Knove Wind - - 20 - - -
ERG Wind Park Beteligungs GmbH - - 1,325 - - -
ERG wind 105 GmbH - - 322 - - -
ERG Wind French Holdings S.a s, - - 528 - - -
ERG Germany GrmbH 175 64 19 - - -
ERG France S.ar.l. 340 79 - {9} {0 -
Yoltwerk Energy Park 8 GmbH - - 116 - - -
Voltwerk Windpark Worbzig GrbH - - 21 - - -
Voltwerk Windpark Beesenstedt GmbH - - 1 - - -
Windpark Cottbuser Halde GrmbH - - 30 - - -
ERG Hydro S.ri 10,251 - - {105,145) - (321}
Brockaghbay (UK) - - 295 - - -
Corni Eohan 30 - 2,403 - - -

Globo Energy EOCD 3 - - - - -
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Revenue Costs
. : Costs for : "
Seices  rovemie  ncome  Purchases  semicesand [0SR

K&S Energy EQOCD 3 - - - - -
K&S Energy 1 EQGD ] - - - - -
K&S Energy 2 EQOD 6 - - - - -
Mark 1 EQOD 4 - - - - -
Mark 2 EOOD 4 - - - - -
VG 1 EOOD 3 - - - - -
YG2EQQD & - - - - -
VG 3EOCD 6 - - - - -
VG 4 EQGD & - - - - -
VG 5ECOD 6 - - - - -
VG 6 ECCD ] - - - - -
Wind Park Kavarna Est 5 - - - - -
wind Park Kavarna Ovest 6 - - - - -
WP Bulgaria 4 EOCD 4 - 2 - - -
ERG Wind Bulgaria S.p.A 16 - 1 - - -
ERG Eohenne France (NEW) - - 958 - - -
ERG Solar Halding Sr.l. 7 - - - - -
ERG Solar Holding 1 S.r. 8 - 1,031 - - -
Calabria Selar Sr) 80 - - - - -
ERG Solar Campania Srl 23 - - - - -
ERG Sclar Marche 1S5.r 9 - - - - -
ERG Solar Marche 2S.r | 6 - - - - -
ERG Solar Plemonte 1 S-rl. 22 - 287 - - -
ERG Solar Piemonte 2 5rl. 7 - 84 - - -
ERG Solar Plemonte 3 S.r.l. 24 - 335 - - B
ERG Solar Piemonte 4 Sr (. 5 - 57 - - -
ERG Solar Piemonte 58l 18 - 233 - - -
ERG Solar Pugha 1 Sri. 16 - - - - -
ERG Solar Pugfia 2 S.rl. 30 - - - - -
ERG Solar Pugha 3 Sri. 20 - - - - -
ERG Sclar Sicilia S.r.l. 17 - - - - -
Heliospower 1 Srl 17 - - - - -
Longiano Solar S.r.l 1 - - - - -
SRO5Srl. 16 - - - - -
WP France 6 - - 138 - - -
IE Solare (New} 12 - 14 - - -
ERG Wind Park Linda - - 149 - -
Creagg Riabhach - - 12 - - -
Associates

Pricla Servizi S.Cp A 13,017 102 - - - -
Parent companies

ERGSpA 76 - 9 - (35,715) (650)
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Receivables Payables

Trade Other Financial Trade Other Financial
Subsidiaries
ERG Eclica San Vincenzo Srl 288 - - 652) - (8994)
ERG Eclica San Cirec Srl 263 - - {554) - (10,004)
ERG Eclica Faeto Sl 370 - - 451 - -
ERG Eclica Ginestra St 3729 165 37320 (644) - -
ERG Eolica Tirreno Srl. 431 - - - - (213)
Green Vican Srl 248 - - {1.034) - -
ERG Eclica Basilicata S, 707 - - 1849} - -
ERG Eclica Fossa del Lupo Srl. 444 - 10,794 (1.651) - -
ERG Eoiica Catabria S 6 - 15 - - -
ERG Power S 1 2,288 - - (17,523} - -
ERG Eolica Adniatica Siri 754 - - (2,343} - -
ERG Eolica CampaniaSp A 624 - - (3.628) - -
ERG Eolica Amaron Srl. 169 - 6,659 381} - -
ERG Wind Investrents Limited 61 - - - - (71.149)
ERG Wind Holdings (italy) Srl. 793 - - (12) (28) -
ERG Wind Sardegna Sr.l. (10) - - - - -
ERG Wind Sicilia 6 S.rl. 4 - - 641) - -
ERG Wind 4 S 114 - - (241) - -
ERG Wind Leasing 4 S.r.l. 1 - - - - -
ERG Wind 6 Sri. 7 - - (682) - -
ERG Wind Sicilia 2 Srl 1 - - - - -
ERG Wind Sicilia 35.rl 1 - - (495) - -
ERG Wind Sicilia4 5l 2 - - - - -
ERG Wind Sicilia 531l 3 - - - - -
ERG Wind 2000 S.r.l. 40 - - - - -
ERG Wind MEG 4 LLP - - - (69) - -
ERG Wind Energy Sl 1 - - (5,841) (241) -
EWOrmneta2 Sp.zoo. - 0 51,143 - - -
Hydro Inv. (PL) 1 2 - - - -
ERG Wind France 1 0 - 24604 - - -
Evishagaran WF Ltd 39 220 1,108 - - -
Sandy Knove Wind 5770 - 919 - - -
ERG Wind Park Beteligungs GmbH - - 45,545 - - -
ERG wind 105 GmbH - - 11,403 - - -
ERG Wind French Holdings S.a s - - 26,178 - - -
ERG Germany GmbH 70 164 1,247 0) - -
ERG France S arl, 217 8 400 (59) - -
Voltwerk Energy Park B GmbH - - 4,067 - - -
Valtwerk Windpark Worbzig GmbH - - 255 - - -
Voltwerk Windpark Beesenstedt GmbH - - - - - {457)
Windpark Cottbuser Halde GmbH - - 1,081 - - -
ERG Hydre Srl 2,625 - - (16,409) - (254,156)
Corni Eolian 8 3 64,936 - - -
Globo Energy EQOD 5 - 0) - - -
K&S Energy EOOD 5 - - - - -
K&3 Energy 1 EQQD 9 - - - - -
K&S Energy 2 ECOD g - - - - -
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Trade Other Financial Trade Other Financial
Mark 1 ECOD 6 - @ - - -
Mark Z ECOD 5 - - - - -
VG 1 EQOD 5 - - - - -
VG 2 EQOD 9 - - - - -
VG 3 EQCD 9 - - - - -
VG 4 EQOD 9 - - - - -
VG 5 £00D g - - - - -
VG 6 EQOD 9 - - - - -
Wind Park Kavarna Est 9 - - - - -
Wind Park Kavarna Ovest 9 - - - - -
WP Bulgaria 4 EOQD 6 - - - - -
ERG Wind Bulgaria S.p.A 333 - 2,000 - - -
ERG Eclienne France (NEW) 4 - 21,094 - - -
ERG Sclar Holding Sr.l. 7 - - - - -
ERG Solar Holding 1 Sl ] - 34,664 - - -
Calabria Solar S| 80 - - - - -
ERG Sclar Camparia S.rl. 23 - - - - -
ERG Solar Marche 1Sl 9 - - - - -
ERG Solar Marche 2 Sl - - - - B
ERG Solar Piemante 1 S 1.l 22 - 18,957 - - -
ERG Solar Piernonte 2 Srl. 7 - 5,654 - - -
ERG Solar Piemonte 3S 1.l 24 - 22,545 - - -
ERG Salar Piemonte 4 5.l 5 - 3,837 - - -
ERG Solar Fiemonte 5S . 18 - 15,623 - - -
ERG Solar Puglia1$rl 16 21 - - - -
ERG Solar Pugla 28! 34 - - - - -
ERG Solar Puglia 35.ri. 20 - - - - -
ERG Solar Siciha S rl 17 - - -
Heliospower 1 S.r.l. 17 - - - - -
Longiano Sotar Sl n - - - - -
SRO5Sri 16 - - - - -
WP France 6 - - 16,658 - - -
EPURONS a5 ) 0 - - - -
IE Solare (New) n - 375 - - -
ERG Wind Park Linda - - 7630 - - -
Creagg Riabhach - - 1,629 - - -
Associates
Priclo ServiziSCar! 1,325 - - - - -
Parent companies
ERGSpA. 1,222 15,660 3 (933) - {7,238)
Companies subject to control
by parent companies
Sandy Knove Wind - (114) - - - -
ERG Germany GmbH - - 0 - = -

ERG France S arl,

(@



ERG Power Generation - -, .. -7

OPERATING RESULTS

The financial statements for the year ended 31 December 2078 close with a profit of EUR 60,687 thousand, after

taxes of EUR 13,628 thousand.



[ A T . S R VR

A

FINANCIAL STATEMENTS

ESSENTIAL FIGURES FROM THE MOST RECENT FINANCIAL

STATEMENTS UF ERG S.PA, WHICH CARRIES
OUT THE MANAGEMENT AND COORDINATION
OF ERG POWER GENERATION S.P.A.

STATEMENT OF FINANCIAL POSITION

(EUR thousand) 31/12/2017
Intangible fixed assets 3,234
Property, plant and equipment 10,554
Equity Investments 1,736,098
Other financial assets 98,760
Deferred tax assets 16,100
Other nen-current assets 2977
Non-current assets 1,867,724
Trade receivables 3,306
Other current receivables and assets 80,428
Current financial assets 11,104
Cash and cash equivalents 661,970
Current assets 756,808
Assets held for sale 179,543
TOTAL ASSETS 2,804,075
Shareholdets' Equity 1,642,817
Employees' severance indemnities 1,628
Deferred tax liabilities 1,465
Provisions for risks and charges - non-current paruen 81.493
Non-current financial liabilities 715,461
Other non-current liabilities 10,243
Non-current liabilities 810,291
Provisions for risks and charges - current partion 8,037
Trade payables 58,585
Current financial liahilities 190,698
QOther current liabilities 93647
Current liabilities 350,967
TOTAL LIABILITIES 2,804,075
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INCOME STATEMENT

{EUR thousand) 207
Revenue from sales and services 37,939
Other revenue and income 2,043
Costs for purchases (231}
Costs for services and other costs {33,932)
Personnel expense {32,058)
GROSS OPERATING PROFIT (EBITDA) (26,239)
Amortisation, depreciation and impairment of han-current assets (2,980)
Financial income 8316
Financial expense {12,865)
Net financial income (expense} {4,549)
Net gains (losses) on equity investments (167)
Net gains (losses) on equity investments 167)
PROFIT (LOSS) BEFORE TAXES (33,935)
Income taxes 8,236
NET PROFIT (LOSS) FROM CONTINUING OPERATIONS (25,700)
Net income from assets held for sale 49,670
PROFIT FOR THE YEAR 23,970
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SIGNIFICANT EVENTS AFTER
THE REPORTING PERIOD

On 11 January 2019, the ERG Group, through the company £RG Power Generation Sp.A, acquired from Soles
Montatto Gmbh, 78 5% of Perseo S.rl, owner of 100% of Andromeda PV S.rl, which in turn manages twe photovoltaic
plants with a total installed capacity of 51.4 MW,

it was also agreed that Soles Montalto GmbH will remain minority shareholder, on the basis of shareholders’
agreements that will guarantee ERG full industnal central of the asset and its line-by-line consclidation.

The transaction’s closing date was 12 February 2019.



Proposal by the
Board of Directors
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PROPOSAL BY THE BOARD OF DIRECTORS

Dear Shareholders,

We would like to conclude this report by calling upan you:

- to approve your caompany’s annual financial statements for the period ended 31 Decemnber 2078, which closed with
a net profit of EUR 60,686,815.16;

- to resolve in favaur of the allocation of EUR 3,034,340.76 to the legal reserve;

+ to carry forward the residual profit for the year, amounting to EUR 57,652,474 40.

Genea, 5 March 2019

on behalf of the Board of Directors
The Chief Executive Officer
Pietrg Tittoni
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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 Shareholders’ meeting of ERG Power Generation S.p.A.

During the year ended 31 December 2018 we carried out the supervisory activities assigned to the Board of Statutery
Auditors, pursuant to Article 2403 of the Italian Civil Code and Italian Legislative Decree No. 58/98 insofar as applicable,
according to the Standards of conguct for Boards of statutory auditors in companies contrclled by companies with
shares listed on organised markets, issued by the Italian Accounting Profession Boards, also taking inte account the
specific legislation applicable.

The Board formally acknowledges that it has been able to check the observance of the legal and requlatory provisions.

With reference to the main activities carried out by the Company during 2018;

+ on 12 January 2018, ERG Power Generation S.p.A. finalised the acquisition from VEI 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 Italy 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 in the strategy for technological diversification in generation fram renewable scurces;

- on 21 March 2018, ERG Power Generation S.p.A, via its subsidiary ERG Eolienne France Sa.s, finalised the
acquisition from Vent d'Est S.a.s. and Renvico France S.a.s. of 75% of the share capital of two companies 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 Eolienne 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 incarporated under
Dutch law owned by Impax New Energy Investors I, 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;
- ParcEoliendelz Vallée de Torfou S.a.s., owner of an 18 MW wind farm under construction, with average estimated

production of 48 GWh, which was commissioned at the end of 2018;
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- Epuron Energies Renouvelables S.a.s., owner of a pipeline of around 750 MW.

+ 0n 27 April 2018, ERG Power Generation S.p A finalised an agreement with Glebal Wind Power France, a company

of the Global Wind Power Europe and Fred Olsen Renewables group, for the acquisition from Wind 1019 GmbH of
160% of the capital of WP France 10 S.a.s., a company owning the rights, permits and authorisations for the project
involving a 6.9 MW wind farm_ The project has already obtained all the necessary authorisations for construction,
the connection to the network is envisaged far the fourth quarter of 2021 and the commissioning by the end of

December 2027;

+ on 1 August 2018, FRG Power Generation Sp A finalised the acquisition of 100% of Creag Riabhach Wind Farm

Ltd, a Scottish company, holder of the authorisations for the construction of a wind farm in Scotland, north of
Irverness in the county of Sutheriand. The farm will comprise 22 turbines for an authorised capacity of 79.2 MW
and estimated power generation - when fully up and running - of around 250 GWh a year, equal to more than 3,000

equivalent hours and around 147 kt of CO, emissions avoided;

+ ERG Power Generation S.p.A. and EQn Energia S.p.A. signed an outline agreement for the three-year supply of

electricity intended for the Italian market, renewable for an additional year. The agreement envisages the supply, by
ERG to E.On, of a total volurme of electricity of up to about 3TWh in the three-year period 2019-21, which will meet

the needs of a clientele increasingly sensitive to environmental sustainability;

» we held 6 meetings of the Board of Statutory Auditors and we tock part in the Shareholders’ meeting and all the

Board meetings, overseeing the observance of the statutory, legislative and regulatory provisions, which discipline

the functioning of the Company's bodies;

* we ohtained from the Directors, at least quarterly, information on the activities carried out by the Company cverall

and on the transactions of greatest economic, financiai and equity importance, ascertained that the action resolved
and implermented was compliant with the law and the Articles of Association and was not manifestly imprudent or
hazardous, in potential conflict of interest or in contrast with the resoluticns adopted by the Shareholders’ meeting

or such as to compromise the integrity of the company assets;

* we checked the legitimacy of the operational choices made by the Management Body and their ecanomic suitability,

with exclusion of the check with regard to merit on their appropriateness and expedience;

*+ we oversaw the suitability of the internal control 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
of 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 internal control systemn, expressed in its annual report on the activities carried out in

2018;

- we oversaw the suitability of the organisational set-up and we report that as at 317 December 2018 ERG Power

Generation S.p.A’'s workforce numbered 371 in total;

- we have taken due note of the joint meetings and in conclusion the report received from the Supervisory Body,

317
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estahlished in accordance with Italian Legislative Decree No. 231/01, revealed that no significant criticality has
been detected during the year for the purposes of the implementation and effectiveness of the Crganisation and
Management Model;

- the administrative-accounting system, inscofar as we have ascertained and checked by means of obtaining
information 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 bath the information and data for drafting
the financial statements 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. took steps to acquit all the cbligaticns and
requirements for the purpose of pursuing the Sustainability Policy. ERG Power Generation S.p.A. has alsc defined
its own Integrated Management System (IMS) being the series of "organisational structure, procedures, processes
and resources necessary for implementing Management for the Envircnment and Safety”, applicable to all the
group technologies (Wind&Sclar, Hydro and Thermo);

+ during 2018, the ERG Power Generations S p.A's Integrated Management Systems adopted by the Thermo, Hydro
and Wind & Sclar units, adjusted to the consolidated organisational set-up, were checked and unified under a
single reference accreditation body (RINA), confirming all the current certifications of the Integrated Management
Systems. The rmugration of the ISO 14001 (Environment) systems to the new 20715 review of the standard was also
compieted, while the changeover of the 0GS a.s. 18001 Health and Safety systems to the new IS0 45001 standard

was prepared.

ek o e e

During the supervisory activities, as described above:

- we did not come across any transaction which, due to its nature or size, is atypical or may be defined as unusual
either with third parties or with group companies or related parties;

* we came across the existence of intercompany transactions and those with refated parties of an ordinary nature,
checking the existence and the observance of procedures suitable for ensuring that the transactions in question
are duly documented, disciplined according to normal market conditions and meet the corporate interests; these
transactions are suitably illustrated by the directors in the financial statements and the report on operations, to
which reference is made; in particular, with regard to the intercompany service agreement, we have agreed on the
approaches for the charge-hack of costs;

-+ we have expressed our consent to the recognition of goodwill generated by the merger via incorporation of
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ERG Renew Operations & Maintenance S.r.l. and ERG Renew S.p.A. in ERG Power Generation S p. A, amounting to
Euro 3,754 thousand, with an estimated useful life of ten years, whose residual value in the 2018 financial statements
was Furo 3,003 thousand;

- no complaints 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 would require mentioning in this Report.

Furthermore, we hereby reveal:

+ the company is 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 the strategic lines relating to the organisational
aspects and the HR policies, as well as the management of the strategic finance and the group cash management,
the tax-related problems especially with regard tc planning, the communication policies, the policies concerning

environment, health and safety and IT systems,

the obligations regarding publication have been fulfilled as envisaged by Article 2497 bis of the Italian 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, pursuant to Article 117 et seq. of the Income

Tax Consolidation Act, together with ERG S.p.A, acting as consolidating body.

devede ok

The official audit of the accounts of the financial statements was carried out - as from the year in progress - by KPMG
S.p.A, already appointed by the parent company ERG S.p.A. to audit its annual financial statements and consolidated
financial statements.

During the year regular dealings took place with the Independent Auditing Firm, beth by means of formal meetings
in which the administraticn managers of the Company 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, also with regard to the preparatory activities for the annual financial

statements, and no significant facts or aspects emerged worthy of mention.

Ak

With regard in particular to the supervisory activities on the annual financial statemnents, the control of which was

assigned to the Independent auditing firm KPMG $.p.A., we hereby declare that:
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- thelegal provisions inherentto the formation, the layout of the financial statements and the report on operations have
been chserved. Furthermore, the adoption of the accounting standards based on the assumption of the company
as a going-concern are deemed to be correct, by virtue of the matters illustrated in 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 pravisions of the law and adequate in relation
to the company’s activities;

+ as in the previous year, the company has drawn up the annual financial statements in accordance with the italian
accounting standards as most recently amended with the issuance of the new 0ICs 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
forwarding of the staterment of financial pesition for the drafting of the interim statements and the consolidated

financial statements of ERG S p A_in accordance with the |AS/IFRS international accounting standards;

the financial statements are compliant with the facts and information which the Board of Statutary Auditors became
aware of within the sphere of the exercise of s supervisory duties and its powers of control and inspection;

+ the Report on operations complies with the requirements envisaged by Article 2428 of the Italian Civil Code and
is consistent with the data and the resuits of the financial statements; in compliance with audit standard 7208,
the Independent Auditing Firm certifies the compliance of the Report on operations with the provisions of the law
and issues a declaraticn on any significant errors. Therefore, the Board of Statutory Auditors refers to the matters

indicated by the Independent Auditing Firm in its report.

The following are also illustrated in the Report on operaticns:

+ the evolution of the pertinent legislative 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 and uncertainties to which the company is exposed, pursuant to Article 2428 of the Italian Civil Code.

The explanatory notes adequately illustrate the change in the shareholders' equity items, with indication for each of

the same of the possibility of use and distribution, as well as any restrictions of a tax-related nature.

*k kAo

The Independent auditing firm, in its Report, issued in accordance with Articles 14 of Halian Legislative Decree No.
39 dated 27 January 2070 and 165 of Italian Legislative Decree 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 Generation S.p.A. as at 37 December 2018, its economic result and the cash flows for the year

ended as of that date in compliance with the italian provisions which discipline the basis of presentation.”

dekdkk
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The Board of Directors, insofar as 1t is concerned, having duly noted the results 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 ta the approval 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)

fato

Acting Auditor

(Ms. Luisella Bergero)

%MW

Acting Auditor

(Mr. Vincenzo Campo Antico)
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{Translation from the Italian 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 shareholder of
ERG Power Generation S.p.A.

Report on the audit of the financial statements

Opinion
We have audited the financial statements of ERG Power Generatlion S.p.A_ (the

“Company"}, which comprise the balance sheet as at 31 December 2018, the profit
and loss account and cash flow statement for the year then ended and notes thereto.

I our apinion, the financial statements give a true and fair viaw of the financial
position of ERG Power Generation S.p.A. as at 31 December 2018 and of its financial
perfarmance and cash flows for the year then ended in accordance with the Italian
regulations governing their preparation.

Basis for opinion

We conducied our audit in accordance with International Standards on Auditing (ISA
ltalia). Our responsibilities under those standards are further described in the
~Auditors’ respongsibifities for the audit of the financial statements” section of our
report. We are independent of ERG Power Generation S.p.A. in accordance with the
ethics and independence rules and standards applicable in Iltaly to audits of financial
statements. We believe thal the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our gpinion.

Other matters

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 to ils own
financial statements. Qur opinion on the financial statements of ERG Power
Generation S.p.A. does not extend to such data.
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ERG Power Generaticn S.p.A.
p Independent auditors’ report
K - 31 December 2018

The Company's 2017 financial statements were audited by other auditors, who
expressed their ungualified opinion thereon on 2G March 2018.

Responsihilities of the Company’s directors and board of statutory auditors
{“Collegio Sindacale®) for the financial statements

The directors are responsible for the preparation of financial statements that give a
true and fair view 1n accordance witl the ltalian regutations goveming theit preparation
and, in accordance with the italian law, for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

The directors are responsible for assessing the Company’s ability to continue as a
gaing concern and for the appropriate use of the going concem basis in the
preparation of the financial statements and for the adequacy of the related

i disclosures. The use of this basis of accounting is appropriate unless the directors
believe that the conditions for liquidating the Company ar ceasing operations exist, or
have no realistic alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Ralian law, the Company's financial reporting process.

Auditors’ responsibilities for the audit of the financial statements

Uur dbjectives are to oblaih reasonable assurantce about whether the findaudial
statements as a whole are free from material misstatement, whather due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable

' assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with [SA [talia will aiways detect a8 material misstatement when it exists.
Misstalements can arise from fraud or errar and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an gudit in accordance with 1SA Nalia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also’

— identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and petform audit procedures responsive to
thase risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for ane resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal controt;

-— obtain an understanding of internal control relevant to the audit in order to design
audil procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company's internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and refated disclosures made by the directors;
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independent auditors’ report
31 December 2018

— conclude on the appropriateness of the directars’ use of the going concem basis
of accounting and, based on the audit evidence abtained, whether a material
uncertainty exists related to events or conditions that may cast significant ¢oubt on
the Company's ability to continue as a going concem. If we conclude that a
material uncertainty exists, we are required 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. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Company to cease to continue as a going concern;

- evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance, identified at the appropriate
level required by ISA ltalia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we ident:fy during our audit.

Report on other legal and regulatory requirements

Opinion pursuant to articie 14.2.¢) of Legisiative decree no. 39/10

The directors of ERG Power Genaration S.p.A. are responsible for the preparation of
the directors’ report at 31 December 2018 and for the consistency of such report with
the related financial statements and its compiiance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Ktalia) 7208
in order to express an opinion on the consistency of the directors’ report with the
Company's financiajl statements at 31 December 2018 and its compliance with the
applicable law and to state whether we have identified material misstatements.

In our opinion, the directors’ report is consistent with the Company's financial
slatements at 31 December 2018 and has been prepared in compliance with the
applicable law.

With reference to the above statement required by aricle 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment cbtained through cur audit, we have nothing to report.

Genoa, 22 March 2019

KPMG S.p.A.
(signed on the original)

Luisa Pelignano
Director of Audit
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