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INTRODUCTION

As better explained in the paragraph of the Notes under “Content and structure of the condensed
consolidated interim report” in relation to the accounting standards adopted, from 1 January 2014,
amongst others, the new IFRS 11 — Joint Arrangements governing the accounting treatment of joint
ventures is applicable. The standard no longer allows the retention of proportionate consolidation of joint
ventures as applied by the Iren Group until 31 December 2013. The consequences are seen in the
deconsolidation of AES Torino, Iren Rinnovabili (and its subsidiaries), OLT Offshore LNG and Societa Acque
Potabili (and its subsidiaries), for which the equity method is now used.

As a result of the above, the Directors considered it appropriate to prepare not only the financial
statements according to international accounting standards in force, but also specific restated accounts in
order to illustrate the district heating business in the city of Turin with a line-by-line income statement
and statement of financial position. Such business, in fact, is managed through the jointly-controlled
investee AES Torino S.p.A., which in application of the new IFRS 11 should now be recognised merely as a
financial investment.

In addition to providing information essentially coherent with that provided prior to the entry into force
of the new IFRS 11 (when AES S.p.A. was proportionately consolidated), the restated accounts better
reflect the strategic importance of the district heating business, in which the Iren Group is among the
Italian leaders, and the new role played by the Group in managing and developing district heating in the
city of Turin, as also confirmed by the agreement signed with Italgas at the beginning of April 2014
described in the paragraph on significant events in the first half of 2014. This agreement envisages the
spin-off of AES Torino S.p.A. and transfer to the Iren Group of assets relating to district heating of the city
of Turin from 1 July 2014.

For the above reasons, the comments in this Directors’ Report on the equity, economic and financial
performance of the Iren Group in the first half of 2014 refer to the restated accounts.

Consistent with the above, based on the elements which management uses in making operational and
strategic decisions, pursuant to IFRS 8 the segment reporting section also refers to the restated figures.
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Key Figures of the Iren Group

First half of First half of
2014 2013 % Change
Restated Restated
Income statement figures (millions of euro)
Revenue 1,521 1,788 (14.9)
Gross operating profit (EBITDA) 371 380 (2.4)
Operating profit (EBIT) 229 252 (9.2)
Profit before tax 168 215 (22.0)
Profit/(loss) for the period - Group and non-controlling interests 87 118 (26.6)
. . N - At 30/06/2014 At 31/12/2013
Statement of financial position figures (millions of euro) Restated Restated
Net invested capital 4,228 4,191 0.9
Equity 1,986 1,999 (0.7)
Net financial position (2,242) (2,192) 2.3
Financial/economic indicators
First half 2014  First half 2013
Restated Restated
GOP/Revenue 24.4% 21.2%
At 30/06/2014 At 31/12/2013
Restated Restated
Debt/Equity 1.13 1.10
Technical and trading figures First half 2014  First half 2013
Electrical energy sold (GWh) 5,755 6,555 (12.2)
Heat energy produced (GWh,) 1,494 1,842 (18.9)
District heating volume (mIn m3) 79 77 3.3
Gas sold (mln m?) 1,242 1,726 (28.0)
Water distributed (miIn m3) 72 75 (4.3)
Waste handled (tons) 521,338 498,843 4.5

(*) Change of more than 100%
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Iren is a multiutility company listed on the Italian Stock Exchange and was established on 1 July 2010 as a
result of the merger of IRIDE and ENIA. It operates in the sectors of electrical energy (production,
distribution and sale), heat (production, carriage and sale), gas (distribution and sale), integrated water
services, waste management services (collection and disposal of waste) and services for public
administration.

Iren is structured as an industrial holding, with headquarters in Reggio Emilia and operating offices in

Genoa, Parma, Piacenza and Turin, as well as companies head of the single business lines. The holding

company handles strategic, development, coordination and control activities, while the five operating

companies ensure the coordination and development of business lines as follows:

e Iren Acqua Gas operates in the integrated water cycle;

e Iren Energia operates in the electrical and heat energy production and technological services sector;

e Iren Mercato manages the sale of electrical energy, gas and district heating;

e Iren Emilia operates in the gas sector, handles waste collection, environmental health and the
management of local services;

e Iren Ambiente handles the design and management of waste treatment and disposal plants and
operates in the renewable energy sector.

Electrical energy production: through a considerable number of electrical energy and heat energy plants
for district heating production, the overall production capacity is over 8,800 GWh/year, including the
portion ensured by the plants acquired from Edipower (Turbigo and Tusciano).

Gas distribution: through its network of over 9,000 km, Iren serves over one million customers.

Electrical energy distribution: with 7,474 km of high, medium and low voltage networks, the Group
distributes electrical energy to over 691,000 customers in Turin and Parma.

Integrated water service: with around 14,150 km of aqueduct networks, over 8,000 km of sewerage
networks and 813 treatment plants, Iren provides services to more than 2,400,000 residents.

Waste management cycle: with 123 equipped ecological stations, 2 waste-to-energy plants, 1 landfill, 12
treatment plants and 2 composting plants, the Group serves 116 municipalities for a total of around
1,139,000 residents.

District heating: through 878 km of dual-pipe underground networks the Iren Group supplies heating for
an overall volume of around 79 million m3, equivalent to a population served of over 550,000 individuals.

Sales of gas, electrical energy and heat energy: in the first half of 2014 the Group sold 558 million m3 of

gas, over 5,750 GWh of electrical energy and more than 1,550 GWh, of heat for the district heating
networks.
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MISSION AND VALUES OF THE
IREN GROUP

The Iren Group’s mission is to offer its customers and
residents service efficiency, effectiveness, economic
convenience and high quality, operating with
expertise and professionalism with full respect for
the environment and safety in the energy, integrated
water services, waste management sectors and on
behalf of public administrations, contributing to the
well-being of its staff and of the community and
guaranteeing its shareholders an adequate
profitability.



iren S.p.A.

Via Nubi di Magellano, 30 - 42123 Reggio Emilia
Share capital fully paid-in1,276,225,677,00

Reggio Emilia Companies Register no. 07129470014
Tax Code and VAT no. 07129470014



Directors’ report
at 30 June 2014




IREN GROUP: ORGANISATIONAL STRUCTURE
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The shareholders’ meeting of 27 March 2013 resolved to place Plurigas S.p.A. in voluntary liquidation.

The flowchart illustrates the main Investee Companies of Iren Holding.

IREN ENERGIA

Cogenerative production of electrical energy and heat energy

Iren Energia’s installed capacity totals approximately 3,000 MW, of which around 2,800 MW is directly
generated and around 200 MW through the investee Energia Italiana. Specifically, Iren Energia owns 25
electrical energy production plants: 19 hydroelectric plants, 5 thermoelectric cogeneration plants and 1
thermoelectric plant, for a total capacity of approximately 2,200 MW of electrical energy and 2,300 MW of
heat energy, of which 900 MW through cogeneration. All primary energy sources used — hydroelectric and
cogeneration — are completely eco-compatible. The hydroelectric production plant plays a particularly
important role in environmental protection as it uses a renewable and clean resource without the emission
of pollutants. Hydroelectric energy reduces the need to turn to other forms of production that have a
greater environmental impact. Environmental protection is a corporate priority for Iren Energia, which has
always maintained that the development of hydroelectric production systems, in which it invests heavily
each year, is one of the main ways to safeguard the local environment. Iren Energia's total heat production
capacity is equal to 2,300 MWt, of which 40% is generated by Group-owned cogeneration plants, while the
remainder comes from conventional heat generators. Heat production in the first half of 2014 was
approximately of 1,494 GWh,, with district heating volumes of approximately 79 million m3.

Electrical energy distribution

Through its subsidiary AEM Torino Distribuzione, Iren Energia distributes electrical energy to the entire
metropolitan areas of Turin and Parma (around 1,094,000 residents). In the first half of 2014 the electrical
energy distributed was equal to 1,915 GWh, of which 1,467 GWh in Turin and 448 GWh in Parma.
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Gas distribution and District Heating

The district heating and gas distribution activities in the city of Turin are carried out by AES Torino (51%
controlled by Iren Energia, and merged into Iren Energia from 1 July 2014 following the AES Torino spin-
off), which owns one of the largest district heating networks in the whole of Italy (approximately 520 km
of dual-piping at 31 December 2013). In 2013, the gas network extended over 1,335 km, serving
approximately 500,000 end customers.

Iren Energia also owns the district heating networks in the cities of Reggio Emilia, covering around 216
km, Parma with roughly 84 km and Piacenza which covers approximately 19 km.

Lastly, Nichelino Energia - in which Iren Energia and AES Torino hold respective stakes of 67% and 33%,
aims at developing district heating in the town of Nichelino.

Services to Local Authorities and Global Service

Iren Servizi e Innovazione operates in the sector of public and monument lighting, traffic light systems,
global technological service management of buildings, renewable and alternative energies and energy
advisory services.

Iren Servizi e Innovazione constructs plants for the production of electrical energy from renewable sources,
e.g. photovoltaic, solar and biomass systems (woodchip or pellets), or similar, such as trigeneration plants
(electrical energy, hot and cold).

IREN MERCATO

Through Iren Mercato the Group sells electrical energy, gas and heat, supplies fuel to the Group, trades
energy efficiency certificate (or white certificates), green certificate and emission trading, provides
customer management services to Group companies and supplies heat services and sales heat through the
district heating network.

Iren Mercato operates at national level with a higher concentration of customers served in the Centre and
North of Italy.

Iren Mercato oversees the planning, dispatching and final reporting on electrical energy. It also handles
the marketing of energy originating from various group sources on the market represented by end
customers, the Italian Power Exchange and other wholesalers.

The main Group power sources available to Iren Mercato operations are the thermoelectric and
hydroelectric plants of Iren Energia S.p.A.

Iren Mercato also acts as “higher protection” service operator for retail customers in the electrical energy
market in Turin province and the Parma area.

Lastly, Iren Mercato handles heat sales to district heating customers in Turin and the provincial capitals of
Reggio Emilia, Piacenza and Parma, together with sales development in new district heating areas and in
the urban district of Turin for its surrounding municipalities (Nichelino).

Traditionally, Iren Mercato operates in the sector of direct sales of methane gas in the Genoa area and
other surrounding provinces in Liguria and Lower Piedmont. Following the mergers in which it was
involved, the company also serves the municipalities of Turin and Sassuolo (Modena) and the provinces of
Reggio Emilia, Parma and Piacenza.

The Group also sells heat management services and global services both to private entities and public
authorities. Development has focused on the management of air conditioning systems in buildings for
residential and service use by means of energy service agreements, also through subsidiaries and investee
companies. This contractual model guarantees long-term customer loyalty, with consequent maintenance
of the natural gas supplies which constitute one of the core businesses of Iren Mercato.

Sale of natural gas

Total volumes of natural gas procured in the first half of 2014 were approximately 1,242 million m3 of
which approximately 558 million m® were sold to customers outside the Group, 600 million m® were used
within the IREN Group both for electrical energy and heat energy production and for the provision of
heating services, whilst 84 million m? of gas remained in storage.

At 30 June 2014 gas customers directly managed by Iren Mercato totalled approximately 730,000, spread
throughout the traditional Genoa catchment area and surrounding development areas, the Turin
catchment area and the traditional Emilia Romagna catchment areas.
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Sale of electrical energy

Volumes sold in the first half of 2014 amounted to 5,755 GWh.

Electrical energy retail customers managed totalled approximately 708,000 at the end of June 2014,
mainly distributed in the traditionally-served catchment areas of Turin and Parma, and in areas covered
by company marketing.

A cluster analysis of end customers is provided below.

Free market and power exchange

Total volumes sold to end customers and wholesalers amount to 2,605 GWh, while the volumes used on
the power exchange gross of energy bought/sold amounted to 2,772 GWh. In the first half of 2014, the
availability of electrical energy from internal Iren Group production amounted to 3,318 GWh (lren Energia)
plus 144 GWh from the IEH and TRM plants. Added to internal availability is the power exchange (gross of
energy bought and sold) totalling 1,092 GWh and purchases from wholesalers for 1,010 GWh. The
remaining part of sold volumes mainly refers to infra-group transactions and distribution losses.

Former non-eligible market
Total customers managed by Iren Mercato in the higher protection segment were around 309,000 in the
first half of 2014. The total volumes sold amounted to 378 GWh.

Sale of heat energy through the district heating network

Iren Mercato manages heat sales to customers receiving district heating in the Municipalities of Genoa
(through the CAE), Turin, Nichelino and in the provinces of Reggio Emilia, Piacenza and Parma.

This entails the supply of heat to customers already on the district heating network, customer relations
management and the control and management of substations powering the heating systems of buildings
served by the network. The heat sold to customers is supplied by Iren Energia S.p.A. under trading
conditions that guarantee adequate remuneration.

In the first six months of 2014 the total district heating volume reached 79 million m>, up on the previous
year (+2.5 million m3).

Heat service management
The Group sells heat management services and global services both to private entities and public
authorities.

LNG regasification plant

As reported in the 2013 financial statements, note that on 12 July 2013 Olt officially waived its TPA (Third
Party Access) waiver, formally notifying the Ministry for Economic Development.

Waiver of the right to exemption from the TPA regime was specifically envisaged in the guarantee ruling
established by AEEG Resolution no. 92/08.

During the first half of 2014 contact with the Ministry continued, as a result of which the Department for
procurement safety and energy infrastructures announced at the beginning of March that “following the
positive opinion of the AEEG pursuant to Resolution 4/2014/I/GASA of 16 January 2014, the decree format
has been prepared and submitted to the Ministry’s Cabinet Office in relation to acceptance of the waiver in
question with effect from 20 December 2013, the date of operational start-up of the regasification
terminal”.

The change of Government in the meantime caused a further legal deadline to be missed, inevitable in
order to acquire the necessary knowledge of the terminal and the procedural process under way.

The directors believe there are sufficient elements to forecast a positive outcome to the proceedings and
therefore that the guarantee will be released to the Company.
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IREN ACQUA GAS

Integrated Water Services

Iren Acqua Gas manages the water services in the provinces of Genoa, Parma, Reggio Emilia and Piacenza,
both directly and through the operating subsidiaries Mediterranea delle Acque and Idrotigullio and
through the investee Am.Ter. In particular, from July 2004 it assumed the role of market operator for the
Genoa ATO [Ambito Territoriale Ottimale], and from 1 July 2010 management of the water division for the
Reggio Emilia and Parma areas was granted to Iren Acqua Gas as part of the Iride-Enia merger.

From 1 October 2011, as a result of transfer of the water division from Iren Emilia, Iren Acqua Gas
extended its management to the Piacenza ATO.

Through its own organisation, Iren Acqua Gas reaches a total of 177 municipalities serving over 2 million
residents through its managed ATOs (Genoa, Reggio Emilia, Parma and Piacenza).

In the first half of 2014, Iren Acqua Gas, directly and through its subsidiaries, sold approximately 72 million
m3 of water in the areas managed, through a distribution network of over 14,100 km. With regard to waste
water, the company manages a sewerage network spanning approximately 8,000 km.

Gas distribution

Through its subsidiary Genova Reti Gas, Iren Acqua Gas distributes methane gas in the municipality of
Genoa and in another 19 surrounding municipalities, for a total of around 350,000 end customers. The
distribution network comprises about 1,800 km of network of which about 418 km is medium pressure
and the rest low pressure. The area served covers around 571 sg. km and is characterised by an extremely
complex chorography with considerable changes in altitude. Natural gas arriving from the domestic
transport pipelines transits through 7 interconnected methane reception cabins owned by the company
and is introduced into the local distribution network. Thanks to innovative technologies for the laying and
maintenance of networks, ordinary maintenance can be performed while reducing time, costs and
inconvenience to residents to a minimum.

Through its subsidiary Genova Reti Gas, Iren Acqua Gas distributed 209 million m*® of gas during the first
half of 2014.

Special technological services/research

Through its Saster and SasterPipe Divisions, Genova Reti Gas is able to offer network engineering services
to the market (IT, modelling, simulation) and upgrading of technological networks with no-dig
technologies, of which the company has exclusive know-how. In order to specifically promote and organise
scientific and cultural initiatives to safeguard the environment and water resources and to provide
optimum network management services, in 2003 the Fondazione AMGA Onlus was also created. The
foundation promotes and implements research, training and information projects, and provides support
for initiatives implemented by other entities in relation to environmental protection and the organisation
of public utility services.

IREN EMILIA

Iren Emilia operates in the gas distribution, waste collection and waste management sectors and
coordinates the operations management activities of Emilia Romagna area companies for the integrated
water cycle, electricity and district heating networks and other minor businesses (public lighting, public
parks management, etc.).

Iren Emilia manages the natural gas distribution for 72 of the 140 municipalities in the provinces of Reggio
Emilia, Parma and Piacenza. The company manages almost 5,950 km of high, medium and low pressure
distribution networks with a designed maximum withdrawal capacity of 726,879 Smc/h.

Iren Emilia is active in the waste management service sector in the Piacenza, Parma and Reggio Emilia
provinces, serving a total 116 municipalities and 1,135,000 inhabitants in these areas. In line with its
sensitive approach to environmental protection and sustainable development, Iren Emilia has
implemented widespread separate waste collection systems which, also through the management of 123
equipped ecological stations, has allowed the area served to achieve an almost 63.5% improvement in
results.

In particular, the company performs urban waste collection, street and pavement cleaning, snow clearing,
cleaning and maintenance of parks and urban green areas, and dispatches recyclable waste to the correct
chains for transformation into raw materials or renewable energy. Through Iren Ambiente, an Iren Group
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company, it ensures that waste collection takes place in such a way as to preserve and safeguard the
environment and studies aspects of the waste collection problem, increasing its knowledge of technologies
that are more innovative and “environmentally safe” than those used at present.

On 18 March 2014 the Board of Directors approved the launch of procedures for the spin-off of the
“Waste collection” business unit of Iren Emilia to Iren Ambiente, and at the later meeting of 24 March
approved the related partial spin-off plan, calling an extraordinary shareholders' meeting for 10 April 2014
to approve the spin-off plan. On completion of this procedure, the spin-off of the business unit became
effective from 1 July 2014.

Iren Emilia also carries out operations management of the integrated water cycle (aqueduct, purification
and sewerage) in the provinces of Parma, Piacenza and Reggio Emilia. This activity refers to a total network
of 12,250 km of aqueduct networks, 6,950 km of sewerage networks, 489 waste water pumping systems
and 800 purification plants, both biological treatment plants and Imhoff tanks, distributed across 110
Municipalities.

The operations management of the district heating network is carried out in the cities of Reggio Emilia,
Parma and Piacenza and refers to a total network spanning 326 km that serves a total volume of 19.3
million m3.

On 20 September 2012, an agreement was signed for the transfer of the “district heating plant
management activities” business unit from Iren Ambiente to Iren Emilia, the latter subsequently taking
over existing legal and contractual relations. This activity is based on specific agreements with Iren Energia
S.p.A. in the district heating segment, through the management, extraordinary maintenance and operation
of heat energy plants and cogeneration plants owned by Iren Energia in the three provinces of Parma,
Reggio Emilia and Piacenza. Maintenance of Iren Ambiente cogeneration plants located at proprietary
landfills also continued.

Operations management of the electrical energy distribution network is carried out in the city of Parma
and concerns 2,400 km of network and over 125,000 delivery points to end customers.

IREN AMBIENTE

Waste Management segment

Whether directly or through investees, Iren Ambiente performs the treatment, disposal, storage, recovery
and recycling of urban and special waste, energy recovery (heat and electrical energy) through waste-to-
energy (WtE) transformation and the operation of plants for the production of bio gas in the provinces of
Parma, Reggio Emilia and Piacenza.

Iren Ambiente manages a significant customer portfolio to which it provides services for the disposal of
special waste and it performs the treatment, selection, recovery and final disposal of urban waste
collected by Iren Emilia S.p.A..

The non-separated portion of waste collected is disposed of in various ways as part of research into the
best use of waste through an industrial process involving mechanical selection to reduce the percentage
destined to WtE conversion and disposal in landfills.

Iren Ambiente handles over 1,000,000 tons of waste per year in 12 treatment, selection and storage
plants, 2 waste-to-energy plants (Piacenza and Parma), 1 landfill (Poiatica - Reggio Emilia) and 2
composting plants (Reggio Emilia). The new Integrated Environmental Hub (IEH), a waste selection and
waste-to-energy plant in the province of Parma, became fully operational in April 2014.
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INFORMATION ON THE IREN SHARE IN THE FIRST HALF OF 2014

IREN share performance on the Stock Exchange

During the first half of 2014 the Italian Stock Exchange followed a positive trend, mostly associated with
an easing of financial tension due to largely to ECB expansion policies rather than a true recovery in the
real economy. In fact, the economic situation is characterised by a persisting weakness of the energy
markets, which has had an impact mostly on companies with greater exposure to gas and energy
generation and sale activities.

In this context the Iren share recorded growth of around 2.7%, a few percentage points better than A2A
(+0.78%) which has an asset portfolio similar to Iren’s.

In the same period the MTA index recorded a growth of around 12%, whilst Hera and Acea, which have
asset portfolios based mainly on regulated activities, recorded performances of over 27%.

THE SHARE PERFORMANCES OF IREN AND COMPETITORS
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At the end of June 2014 the Iren share recorded Euro 1.13 per share, with average trading volumes since
the start of the year of around 2.3 million units per day.

In the same period the average share price was Euro 1.19, peaking at Euro 1.34 on 11 March and
bottoming out at Euro 1.04 on 4 February.

Euro/share
STOCK EXCHANGE DATA in the first 6 months of 2014
Average price 1.19
Highest price 1.34
Lowest price 1.04
Number of shares (‘000) 1,276,226
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IREN SHARE PRICE AND TRADING VOLUME PERFORMANCE
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Share coverage

The IREN Group is currently followed by five brokers: Banca IMI, Banca Akros, Equita, Intermonte,
KeplerCheuvreux.
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Shareholding structure

At 30 June 2014, based on available information, the shareholding structure of Iren was as follows:

Iren S.p.A. shareholding structure
(% of total share capital)

Finanziaria
Sviluppo Utilities
33.30%

Other shareholders
34.83%

Municipality of
Reggio Emilia
7.77%

Piacenza and other
Municipalities in
Emilia Romagna

7.83%

Finanziaria Citta di
Torino*
7.40%

Municipality of
Intesa San Paolo Parma

S.p.A. 6.11%
2.75%

(*) savings shares without voting rights

Iren Group
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OPERATING DATA

Electrical energy production

First half of First half of
GWh 2014 2013 % Change
SOURCES
Gross production 3,526 4,272 (17.5)
a) from cogeneration sources 2,293 3,183 (28.0)
b) from hydroelectric sources 685 562 21.9
¢) from thermoelectric sources 345 - (*)
d) WTE production and landfills, IEH and TRM 203 49 (*)
e) Edipower plant production - 477 (100.0)
Purchases from Acquirente Unico 397 476 (16.6)
Energy purchased on the Power Exchange 1,092 1,035 5.5
Energy purchased from wholesalers and imports 1,026 1,077 (4.7)
Total Sources 6,041 6,860 (11.9)
APPLICATION
Sales to protected customers 378 453 (16.6)
Sales on the Power Exchange 2,772 3,235 (14.3)
Sales to eligible end customers and wholesalers 2,605 2,867 (9.1)
Pumping, distribution losses and other 286 305 (6.2)
Total Application 6,041 6,860 (11.9)

(*) Change of more than 100%
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Gas Production

Millions of m? First half of FIrS;(:‘]_aglf of % Change
SOURCES

Long-term contracts 205 234 (12.4)
Short-term contracts (annual and spot) 910 1,375 (33.8)
Withdrawal from storage 127 117 8.5
Total Sources 1,242 1,726 (28.0)
APPLICATION

Gas sold by the Group 558 839 (33.5)
Gas for internal use (1) 600 781 (23.1)
Gas placed in storage 84 106 (20.7)
Total Application 1,242 1,726 (28.0)

(1) Internal use involved thermoelectric plants, tolling, use in the generation of heat services and internal consumption.
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Network services

First half of

First half of

2014 2013 POl
ELECTRICAL ENERGY DISTRIBUTION
Electrical energy distributed (GWh) 1,915 2,036 (5.9)
No. of electronic meters 701,503 692,478 1.3
GAS DISTRIBUTION
Gas distributed by Iren Emilia (min m?3) 452 587 (23.1)
Gas distributed by Iren Acqua Gas (min m3) 209 256 (18.5)
Total Gas distributed 661 844 (21.7)
DISTRICT HEATING
District heating volume (mln m3) 79 77 3.3
District heating network (km) 878 828 6.0
INTEGRATED WATER SERVICE
Water volume (min m3) 72 75 (4.3)
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MARKET CONTEXT

The domestic energy context

In the period January-June 2014 the net electricity production in Italy was 132,057 GWh, down (-4.0%)
compared to the same period in 2013. Of the demand for electrical energy amounting to 152,949 GWh (-
3.0%), 87.2% was met from domestic production (-0.9%) and the remaining 12.8% from foreign
production. At domestic level, thermoelectric production was 78,989 GWh, down 10.1% on 2013 and
covering 59.8% of production supply. Production from hydroelectric sources was 30,351 GWh (+11.1%
compared to 2013) covering 23%, whilst geothermal, wind and photovoltaic energy production amounted
t0 22,717 GWh (+1.0%) and covered 17.2% of supply.

Demand and supply of accumulated electrical energy

up to up to % change
30 June 2014 30 June 2013

Demand 152,949 157,623 -3.0%
- Northern Italy 71,798 74,072 -3.1%
- Central Italy 44,255 45,787 -3.3%
- Southern Italy 22,759 23,249 -2.1%
- Islands 14,137 14,515 -2.6%
Net production 132,057 137,568 -4.0%
- Hydroelectric 30,351 27,317 11.1%
- Thermoelectric 78,989 87,862 -10.1%
- Geo-thermoelectric 2,722 2,599 4.7%
- Wind and photovoltaic 19,995 19,790 1.0%
Foreign balance 22,251 21,384 4.1%

Source: RIE on TERNA data

The first half of 2014 saw an overall reduction in the demand for electrical energy compared to the same
period last year (-3.0%) of around -4.7 TWh. Percentage decreases were seen in all areas of the country.
The highest decreases were recorded in the north-west of Italy (-4.2%) and Lombardy (-4.0%).

During the first six months of 2014 the average price of crude oil was Dollars/bbl 108.9, up slightly on the
same period of 2013 (+1.3%). The average USD/EUR exchange rate was 1.370, up 4.3% on the average
recorded in the same period of 2013. As a result of these changes, the average crude oil price in Euro was
€ 79.5 per barrel in 2014, -2.9% lower than the average price for 2013.

In the second quarter of 2014 the Brent Dated prices in USD saw an upward trend compared to the
average for March, and a limited decrease with respect to the beginning of the year. In particular, in May
the Brent reached USD 109.6 per barrel, up by around two dollars on the figure for April. The prices,
which almost never dropped below USD 110 in the second part of the month, were bolstered by the
persisting crisis in the Ukraine and in the ongoing tension in various countries in the MENA area,
especially Libya. Brent prices flared in June, with daily peaks exceeding USD 115 per barrel, a price not
seen since last September, and an average value of USD 111.7 per barrel, the highest since the start of the
year. The situation in Iraq - the military advance of the ISIL jihadists (Islamic State of Iraq and the Levant)
with occupation of a number of cities in the north and central areas of the country - is worrying markets
because it narrows room for manoeuvre in the event of new oil shortages and because it raises
reasonable doubts about the future security of OPEC supply.

The minimum of USD 100 per barrel was confirmed, attributable to geopolitical tension and/or higher
supply-side costs that the barrel finds difficult to abandon except for short periods of time, also in the
presence of generally weak real fundamentals.
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Brent performance (€/bbl)
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The Power Exchange closed the second quarter of 2014 with an average price of 46.5 €/MWh, the lowest
quarterly value since the start-up of the IT platform. The decline is also confirmed, albeit more limited, in
terms of the economic trend, following the trend seen in the first part of the year with a decrease
compared to the first quarter of 11.4%. This decrease matches, though with a structural component, a
similar net drop in demand (-4.2%). Demand in the quarter fell by 2.2% (0.6 TWh) compared to the 2013
figure. Demand has dropped below the level reached in the second quarter of 2009 (i.e. by a further -
2.6%), the annual minimum for the national grid.

The decline in the single national price in half-yearly terms was -18.4%. In absolute terms this was -11.1
€/MWh, whereas the current floor reached is 49.5 €/MWh.

Average purchase price on the power exchange
National Single Price (€/MWh)
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As regards regional prices, during the first half of the year the price decrease in Sardinia fell from -2% of
the single national price in 2013 to its current -1.2%. The figures also confirm the Southern Italy value as
the lowest price, and Sicily as the highest. Note that Sicily recorded an increase last year over 2012 (47.7%
of the single national price vs. +51% in 2013 and +22% in 2012). A narrowing of the spread was seen
between the island’s price and the average single national price trend. The price in Sicily, in fact,
decreased by 15.6% (-13.6 €/MWh) compared to a 13.8% decrease (-7.8 €/MWh) at national level.

In the first half the European power exchanges recorded an average price of 33.3 €/ MWh compared to an

average Ipex single national price of 49.5 €/MWh, with a spread of 16.2 €/ MWh narrower than the 21.2
€/MWh of 2013.
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Power exchange liquidity from January to May 2014 was 70.7 TWh, around 66.7% of volumes purchased.

The 