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E M P |_ OYM E NT | RE N [ S no specific local or. regional recruitment policy, due to the specjfic
. features of the Italian labour market, nearly all employees reside
RE SP ONS'B”.'TY in the province of their workplace. Considering the types of
business, the geographical areas in which the Group operates
and compliance with current legislation, no risk of child labour or
forced labour exists for Iren Group.

IREN GROUP PERSONNEL: THE
PICTURE IN 2016()

No substantial personnel changes were recorded in 2016
compared to 2015: an increase in approximately 100 members of
staff resulted from the combined effect of the recruits/terminations
ratio and the acquisition of the companies TRM and Atena.

Personnel as at 31/12

. . . . o, 2016 2015
Increasing professional skills and encouraging by position (no.
personnel involvement are essential SCIITEEeE 9 82 69
requirements for the growth and development J“”_'Or managers 251 238 229
of the Group White collar workers 2,878 2,859 2,658
Blue collar workers 3,002 2,953 1,566
TOTAL 6,226 6,132 4,522

The general objective of Iren Group is to manage individual skills
and expertise, within a model that aims to maintain high personnel
quality, through policies that aim to increase professionalism and  A\ERAGE PERSONNEL BY AREA
create the necessary involvement.

Specifically, in 2016 Iren Group continued an important process of
organisational rationalisation, with the aim of increasing
integration through a new Group system, in order to enhance
skills and professional development.

Numerous change management interventions were launched
within this process — which involves corporate culture and macro
processes — in order to share the model across all organisational
levels. The new organisational model also aims to effectively
integrate new companies and new human resources, in line with
the 2021 Business Plan, by following dynamic and proactive
approach.

Consistent with its development strategy, Iren Group actively
strives to develop the talent and enhance and increase the
expertise and potential skills of its personnel by using various
tools: training and on-the-job coaching, proactive management of
internal mobility and internal communication.

The Group is aware of the important role that employment plays in 0 , ) ,
ensuring the social development of the environment in which it 99% of the Group's personnel is employed with
operates. It contributes to maintaining employment levels not only a permanent contract

through its own employees, but also by promoting the
development of the companies to which it commissions services
and work, by requesting guarantees from them in terms of both
personnel and safety policies through the application of some of
its own standards. Moreover, the Group offers to the employees of
supplier companies the possibility to use some of the company’s
services and attend training courses organised by the Group itself.

The Group contributes to the quality of employment of the local
communities and of their linked economic activities. While having ~  The 2015 personnel data have been recalculated.
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PERSONNEL BY CONTRACT TYPE

Employees with
permanent contracts
0.2%

Apprenticeship/in-house
training contract
1.1%

Employees with
permanent contracts
98.7%

AVERAGE PERSONNEL BY BUSINESS UNIT

Holding
905

Environment

2,296
Energy

624

Market
496

Networks
1,901

Approximately 99% of Group personnel is employed on
permanent contracts, while the rest include apprenticeship and
fixed-term contracts for new high school and university graduates;
in addition to the number of company employees, there is also a
total residual percentage of workers with staff leasing contracts.
These figures confirm that the Group encourages long-lasting
working relationships with its employees. Smart working projects
are currently been evaluated.

49% of employees, almost the majority, fall within the 30 to 50 age
group, while the average age is 48.

AL 2016 2015 2014
turnover (

no. % no. % no. %
Turnover 141 23 134 30 -76 -1.6

() Turnover was calculated as the difference (in absolute and percentage terms)
between the number of employees at year end and employees at the beginning of
the year, excluding AMIAT employees from the 2015 calculation and ATENA
employees from the 2016 calculation, as these companies were acquired during
the year. AMIAT has been included in the calculation since 2016.

Aside from the number of recruits, the turnover in 2016 is due to
the significant quantity of terminations, subsequent to the

demographic rebalancing plan that provided for the early
retirement phased plan of employees, on a voluntary basis, that
had accrued the requirements. Variations due to the change in the
corporate perimeter are placed alongside this.

RECRUITS AND TERMINATIONS

In 2016 there were 108 hires, with a clear majority (approximately
80%) of people employed with permanent contracts or
apprenticeship contracts. The use of fixed-term contracts slightly
increased due to seasonal needs in the environmental sector.

Additionally, 84% of employees whose fixed-term or
apprenticeship contracts expired during the year were recruited on
a permanent contract.

gzanf:rt:c':e(:(‘,’)“ B 2016 2015 2014
Permanent contract 54 162 32
Fixed term contracts 23 19 30
Professional apprenticeship 31 15 24
TOTAL 108 196 86
Staff taken on in the year by age (no.) 2016 2015
under 30 years old 53 87
from 30 to 50 years old 50 99
over 50 years 5 10
TOTAL 108 196

The most common reason for termination (72%) was due to the
voluntary termination of employees in possession of pension
requirements.

Staff exits by reason (no.) () 2016 2015 2014
Resignations 40 23 20
Voluntary termination/retirement 220 312 49
Death 4 6 9
Dismissals 7 10

Mobility towards other companies in 1 i
the Group @

Inability to work 22 31 6
Expiry of fixed-term contract 13 7 10
TOTAL 306 390 95

( Excluding the sale of business units for 2015 and 2014.
@ This is agreed professional mobility towards other subsidiaries, which,
however, are not part of the analysed perimeter.

HOURS WORKED AND HOURS OF
ABSENCE

From the over 9.9 million hours worked in 2016, around 94% were
normal working hours.
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Hours worked (no.) 2016 2015 2014
Normal working hours 9,305,193 9,124,531 6,872,960
Overtime 616,820 508,212 498,673
TOTAL 9,922,013 9,632,743 7,371,633

In 2016, sick leave (ratio between hours of absence due to illness
and hours worked) was 4.8% and the absenteeism rate (ratio
between days of absence and working days) was 5%.

Hours of absence by type (%) 2016 2015 2014
Sick leave 57 54 53
Maternity leave 5 10 9
Accident 7 10 6
Strike 1 - 1
Trade union meetings and leave 3 6 4

Other absences (paid and unpaid) 27 20 27
TOTAL

REMUNERATION SYSTEM

The Group adopts national collective labour agreements (the main
ones include: "Electricity sector employees”, "Gas and water
sector employees", "Environmental services employees") which
ensure contractual salaries are paid to all employees. All
employees are covered by National Collective Labour
Agreements.

In 2016, in line with the provisions of the 2015 Stability Law, the
stabilisation policy was continued for active staff leasing contracts.
In general, workers with staff leasing contracts receive the same
remuneration as provided for contracts of Group employees
(including performance bonuses). Furthermore, there are no
differences in benefits for full-time employees, employees with
fixed-term contracts or part-time employees.

Group employees receive national collective
labour agreements and incentive tools in line
with company values

Variable remuneration linked to performance (e.g. on call) and the
achievement of company and individual targets is added to fixed
remuneration.

BONUS SYSTEM

The remuneration and merit policy of the Group aims to reward
employees that achieve high levels of results in line with company
values and in accordance with adequate levels of quality and
productivity. In particular, personnel are required to be flexible in
adapting to new working methods and to demonstrate remarkable
professional commitment in terms of versatility.
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Performance bonuses. Collective performance bonuses are
provided to increase personnel involvement and encourage the
achievement of Group objectives. This is set in accordance with
the strategic and management objectives pursued, enhancing the
correlation between compensation and attained results. Several
factors are taken into account to determine the compensation,
which are connected to incentivising company productivity, the
quality of services and the achievement of specific profitability
objectives.

Once again for 2016, specific agreements were approved on the
subject and bonuses were paid in the form of one-off
compensation to non-management personnel.

Management by objectives system (MBO). In most Group
Companies, individual targets are set for all Senior managers,
Junior managers and employees that hold important positions,
which, once achieved, allow for the payment of the corresponding
bonuses. The definition of an “objective-based system” based on
the measurable indicators (economic-financial, operative or
relevant to strategic projects) occurs in line with the company’s
mission through several levels of development.

One-off compensation. Across all Group Companies a one-off
incentive can be paid to employees that have achieved
particularly positive results through remarkable work commitment,
mainly through projects or innovative activities. The people who
are to receive bonuses are identified after meticulous analysis of
individual performance results, which is conducted by their various
managers.

For 2016, 66% of employees will receive a formal performance
evaluation. The figure is higher than the previous year due to the
extension of the field of application to all white collar personnel.
Furthermore, a project for a new skills and performance
evaluation system was launched in 2016.

Overall, the amounts of variable remuneration are given in the
table below.

Variable remuneration

(thousands of Euro) (V) A L 2y
Performance bonuses 11,266 11,709 9,515
MBO 3,187 2,988 2,822
One-off compensation 1,923 1,555 1,260

() Amounts allocated.

PERSONNEL SELECTION
AND DEVELOPMENT

SELECTION SYSTEM

At Iren Group, the search and selection process is based on the
principles of equity and transparency (declared in the Code of
Ethics) and is also structured in compliance with Italian Legislative
Decree 231/2001.



Before searching for candidates outside the Group, a verification
process normally takes place via an internal job posting system to
ensure that there are no internal candidates with profiles that are
consistent with the position to be filled. The external selection
process begins when there are no suitable internal applicants.

The Group has created a specific portal, “IrenFutura’, to manage
personnel recruitment. Here, active searches are published for
which individuals can apply. Applicants can select the
advertisement that best meets their skills and interests or submit
their application without attaching it to a specific advertisement.
For some particular positions (managerial or extremely
specialised) the search may be activated through other channels
(such as head hunting companies).

Applicants (both those received via the “IrenFutura” portal, as well
as those specifically head hunted by the Group) are always
analysed by professionals with experience in the sector, based on
well-defined and transparent criteria, which are shared between
the various company divisions and departments involved. Every
CV is assessed on the basis of how well it matches the
requirements of the position that the Group is looking to fill. If the
profile does not meet the requirements of the position for which
the applicant has applied, they will receive a response and the CV
will be held in consideration for other relevant positions. If the
profile meets the requirements, it is included within the selection
process.

Selection processes may include various types of tests (technical,
practical, etc.), as well as interviews, so as to gain in-depth knowledge
of applicants and to guarantee faimess and transparency. At the end
of the selection, the applicants receive feedback on the outcome of
the process in which they participated: in the event of a negative
outcome, the applicant is taken into consideration for other relevant
positions; in the event of a positive outcome, the person is integrated
into the Company through an integration path to be defined on the
basis of the position to be covered.

The Group is a member of the “Garanzia
Giovani” programme

The Group has also joined the national programme "Garanzia
Giovani" (Youth Guarantee), activating the internships as a
preferential search and contact tool to enter into the world of work.

PERSONNEL DEVELOPMENT

In order to govern all the processes connected to personnel
management and development in a unified and systematic way —
faced with the dual necessity of addressing the new challenges of
the future and preparing consistent policies — the Group continued
interventions based on previous management policies concerning
skills training and development and, contemporaneously, created
two projects to identify a new "lren Model" (Group Job System) in
2016.

The Job System is a model to analyse and understand the
professional skills present within the Group, transversally across
the companies, businesses, divisions and departments, whose
elements consist of professional areas, professional groups, the
sub-groups and standard jobs. Essentially, this constitutes the
logical infrastructure on which the main human resources
management processes will stand, including skills training and
development. Specifically, within the Job System, each standard
job is "weighed", in relation to the contribution that each role within
the organisation provides in the creation of value, with a shared
platform for internal comparison, as well as with the market.
Management "bands" (groupings) were identified on the basis of
the weight of the positions, which were then divided into sections,
into which each of the roles present are characterised by the
same complexities and responsibilities, managerial skills and
management policies. The managerial skills that must be put into
effect in order to achieve business results with the means and
values that characterise the Group — and which constitute
supportive elements in evaluating personnel performance — were
defined alongside the band system adopted. The expected
professional knowledge and skills were also defined for each
standard job profile, since they are fundamental not only for the
management performance system, but also for other personnel
management processes (first and foremost, training and internal
mobility).

From 2017, skills will be monitored and evaluated regularly, with
dedicated tools that are different for each band and group. A
performance management system will also be used — aimed at
the full implementation of all Group resources — with a set of
objectives for each professional band and group (connected to the
MBO system for higher bands), referencing the economic-financial
dimension, the customer and service dimension, the effectiveness
of internal processes dimension and the personnel dimension.
The remuneration policy, within the context of defined budget
guidelines, will remain based on performance evaluation, taking
also into account the remuneration package of the people holding
the evaluated positions.

In any case, as is currently in the systems already in place, any
form of discrimination based on gender, age and/or health will be
avoided by the continuous implementation of retraining initiatives
in the event that personnel are unfit for previous or similar
responsibilities.
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TRADE UNION AND
INDUSTRIAL RELATIONS

The Group focuses heavily on dialogue and discussion with
employee representatives. For this reason, discussions between
Company Management and Trade Unions (Tus) continued in
2016.

To ensure increased faimess in internal treatment and to simplify
the management of personnel across the various geographic
areas, a harmonisation process was begun at the end of 2015
involving the more than 200 company supplementary agreements
that exist within the Group. This process will continue in 2017.

The harmonisation work for the aforementioned agreements was
not without moments of conflict, especially due to the difficulty in
overcoming a "local" approach to transversal labour topics, so
much so that these agreements were rescinded, with the aim of
encouraging the conclusion of negotiations by December 2016.
However, a new Group agreement on the working hours system
was signed in January 2017, harmonising legislation, and the
conditions required to overcome both the impasse and critical
negotiation issues were set out.

All workers can freely join a trade union.

During the year, at a Group level, agreements were signed
relating to:

e the Group performance bonuses;

e agreements for transfer to Iren of personnel from other
Group companies;

e regulation of overtime through recovery or time banking.

In order to make the Group increasingly efficient, numerous,
deep-cutting organisational changes were undertaken in 2016.

Company Management informed the Trade Unions of all
significant organisational changes (such as the establishment of
new business units or changes to the organisation of work within
existing units) during specific meetings in order to seek shared
solutions where possible. Therefore, service orders or notifications
were issued and distributed via the company intranet and/or email
and distributed internally to employees without computers, also by
posting them to company notice boards.

In regards to changes to working hours, the National Collective
Labour Agreements applied by the Group require that
Management inform the Trade Unions, convene a consultation
meeting and define the times (of a maximum duration of 10 to 20
days) for the conclusion of discussions on the topic, upon the
expiry of which the parties can take the action they deem most
appropriate. The contracts also regulate transfers, stating:

e atleast 30 days’ notice in the instance that an employee is to
be transferred to another Municipality;

e in the case of collective transfers, notification to the Trade
Unions in due advance.

In 2016, lost suits and sentences which became final related to
employees and former employees were 1 and 13 respectively.
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EQUAL OPPORTUNITY

The Group guarantees the absence of discrimination when
applying personnel selection, hiring, training, management,
development and remuneration policies and formalises this
commitment in the Group Code of Ethics.

There were no breaches connected to
discrimination in 2016

FEMALE PERSONNEL

Female personnel within the group amounts to approximately
25% of the total, which is 1,571 people: the low presence is
mainly due to the specific technical and occupational
characteristics of the work carried out and the relative
reduced offer, within the work and education markets, of
female professionals that meet such characteristics.

Personnel by

position and gender A

Totalno. Womenno. Women %
Senior managers 95 14 14.7
Junior managers 251 57 22.7
White collar workers 2,878 958 33.3
Blue collar workers 3,002 542 18.1
TOTAL 6,226 1,571 25.2

The majority of female personnel (approximately 65%) are found
as senior managers, junior managers and white collar workers
(overall this constitutes around 52% of total personnel, compared
to the 48% of blue collar workers). The analysis conducted on the
female workers, also considering that the activities carried out by
Iren Group have a mostly technical nature, revealed a non-
discriminatory situation for women, who represent approximately
32% of senior managers, junior managers and white-collar
workers.

The presence of women amongst senior
managers, junior managers and white collar
workers is higher than that of the overall Group
population

Equal remuneration between men and women is ensured by
application of the National Collective Labour Agreements in
which minimum salaries are defined for each category.

The average basic remuneration per position held by women
(details are available in the "Iren Personnel: the numbers" section
at the end of the chapter) is slightly lower than that of men, due to
three factors: a greater percentage of women working part time
(approximately 13.2% of total women), lower average length of
service for women compared to men, strong incidence of skilled



technical roles that are linked to historically male education.
Selection policies are attempting to rebalance this situation,
insofar as is possible, also in consideration of the labour market of
reference.

In line with the Articles of Association concerning equal access to
the administrative and control bodies of listed companies (Law
120/2011), in Iren S.p.A. and in the directly owned Companies,
gender balance in the formation of the governing bodies is
ensured.

In the Boards of Directors for Group Companies there are 16
women, amounting to approximately 23% of total members (71
people).

In 2016, 78 women took maternity leave, also taking advantage of
the various options for working hours that the Group makes
available and specific training that the company provides in these
cases, as well as the services described in the Corporate Welfare
paragraph.

Upon their return to work, all employees were able to resume the
job they had filled before their period of absence or a job with
equal professional content in cases where organisational changes
occurred in the meantime did not allow for the same position to be
available again.

PROTECTED CATEGORIES

Iren Group takes care to provide disabled personnel with
conditions that facilitate their integration in the working
environment and operates in compliance with current legislation
on the subject.

Persom?el belonging to protected 2016 2015 2014
categories

Number of employees 317 323 248

CORPORATE WELFARE

PREVENTION PROGRAMMES

In the Genoa area, the "Welfare Project" continued, offering
employees the possibility to make use of regular health check-
ups, on a voluntary basis, adjusted for age and gender, against
the payment of a biannual contribution of 10 Euro, which is
donated in its entirety to the Gaslini Institute of Genoa.

In Parma, and for members of the CRAL ARTA association in
particular, employees can join a prevention programme that
includes specific health checks.

SUPPLEMENTARY PENSION COVERAGE

Since the legislation reforming the supplementary pension system
came into force, employees have been able to decide how to use
their employee severance pay. They can either leave it with the
company or put it in one of the pension funds provided for by law,
which ensures another pension to supplement the compulsory
government-managed pension and thus a higher coverage.

Due to the number of participants, the ones that stand out are the
pension funds established by collective bargaining, which can only
be joined by workers applicable for certain collective agreements.
The main funds for Iren Group employees are as follows: Pegaso
for personnel employed on an Electricity or Gas-water contract,
Previambiente for personnel employed on an Environment
contract, Cometa for personnel employed with a Metalworker
contract and Previndai for senior managers.

As at 31 December 2016, 4,483 employees had joined a
supplementary pension fund.

In 2016, Iren Group paid a total of 2,420,956 Euro to the funds, as
the company's contribution.

Employees can make use of a support and pension advice
service.

PERSONNEL INSURANCE COVERAGE

Almost all employees in junior management, white collar and blue
collar positions are insured by a policy stipulated by the Company
for death or total or partial permanent invalidity due to accidents at
and outside of work.

Insurance coverage in the case of accidents (even ones which
occurred outside of work and in the case of occupational illness)
and life insurance is provided for all senior managers, as per the
provisions of the Confservizi National Collective Labour
Agreements for Senior Managers.

SUPPLEMENTARY HEALTHCARE

Through their membership to supplementary healthcare funds,
healthcare coverage is given to employees in relation to their
National Collective Labour Agreement (FASIE for personnel
employed on a Gas-water contract, FASDA for personnel
employed on an Environment contract and METASALUTE for
personnel employed on a Metalworker contract). The Electricity
National Collective Labour Agreement provides for the payment of
contributions to CRAL associations for healthcare activities.
Specially constituted funds manage the payment of healthcare
benefits that ordinary members (employees) and their dependants
can benefit from.

All senior managers, for whom primary healthcare coverage is
provided by their membership to FASI, are also supplied with
supplementary health insurance (ASSIDAI), which refunds
additional healthcare costs that are not reimbursed by FASI.

ADVANCE ON EMPLOYEE SEVERANCE PAY

Employees may benefit from better conditions than those provided
by the legislation in force by applying for an advance of their
employee severance pay more than once to pay for healthcare, to
buy their first house, renovate an existing property, restructure or
modify buildings in order to remove architectural barriers and in
other specific cases.

PENSION BENEFITS

Retired employees, and their dependants, can remain members of
Group leisure, cultural and sports associations and thus take
advantage of a significant part of the offered services. Former
employees that were granted a discount on electricity or gas
during their careers also retain this option when retired, as do their
spouses in the case of their death.

Iren Group 89



iy

In 2016 the two-year demographic and professional rebalancing
project for Group personnel was completed, against a youth
integration plan, which allowed 344 employees to bring their
retirement forwards by up to 2 years.

Retired senior managers, whose last working relationship elapsed
while holding the position of senior manager, which lasted not less
than one year, can keep their subscription to the FASI
supplementary healthcare fund and make use of the benefits
provided. The healthcare also covers any dependants and, in the
case of their death, those who hold survivor's pensions.

The electricity sector National Collective Labour Agreement
provides for additional monthly payments to the leaving
entittement for employees who leave service with 40 years of
contributions or are 60 years of age.

QUALITY OF LIFE FOR QUALITY OF WORK
Iren Group pursues a management policy that promotes and
supports:

e the right balance between working life and a private life,
providing a range of opportunities to its employees that allow
them to reconcile work commitments with personal needs
(flexible working hours, telecommuting, part time, ultra day
flexibility, brief permitted absences and short paid leave, the
integration of obligatory maternity services, day care,
conciliation help desks);

e  aseries of facilitations with the aim of improving the quality of
life of its employees, with constant economic commitment:
company cafeterias and cafés, meal vouchers, internal
parking, subsidised tariffs or contributions for buying
subscriptions to the local public transport network.

MODELS FOR FLEXIBLE WORK ORGANISATION

Telecommuting - Group employees on electricity contracts can
take advantage, on a voluntary basis, of part-time telecommuting,
which was introduced to the company with an agreement between
the Company Partners. For employees on other contracts,
telecommuting, with the same criteria, may be permitted via
individual agreements. The Company prioritises requests
motivated by life balance needs (caring for children and the
elderly, personal or family member health problems, the distance
between their home and place of work, etc.).

Part time - All Group employees can request part-time hours
(horizontally, vertically, or mixed), on a voluntary basis and always
reversible, without the exclusion of the benefits provided for
employees with full-time contracts.

Part-time contracts (no) 2016 2015 2014
Women 208 201 159
Men 35 34 26

TOTAL 243 235 185
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INITIATIVES FOR EMPLOYEES' WELFARE

Iren implements activities and projects that
benefit the needs of its employees and their
families

Looking to promote the well-being of its employees, Iren Group
has chosen to:

o offer all employees, on a voluntary basis, the option of
allocating a portion of their 2016 performance bonus to
company welfare initiatives, following on from an agreement
with the Trade Unions. By accessing the relevant portal that
has already been used as part of a trial during the year to
implement actions that aim to introduce flexible benefits for
some categories of employees, employees can attain - within
the limit of the allocated amounts - refunds and/or goods
and/or services in the following areas: family, easy welfare
fund, mortgages, pensions, sports, culture and leisure, and
trips;

o offer all employees the option of purchasing part of the IT
and telephone tools that they currently use under favourable
terms, in the case of replacement when they become
obsolete or when they terminate their service.

LEISURE, CULTURAL, SPORTS AND HEALTHCARE ACTIVITIES
Through the company leisure clubs, which are present in various
areas, employees are also offered leisure, recreational, sports and
cultural activities.

Aiming to increase sociability between employees, the following
are available: the Employees' Recreational and Cultural Club in
Genoa, Adaem and CRAL AMIAT in Turin, the Quercioli Club in
Reggio Emilia, CRAL AMPS and CRAL ARTA in Parma and
CRAL ANIA in Piacenza. The proposed activities are mainly made
up of sports activities, courses, tourist and cultural activities,
company parties and charitable initiatives. They are held in
dedicated locations or through agreements (trips, summer camps
for children, etc.).

Some associations contribute to the educational expenses of
employees' children, as well as allowing school books and
stationary to be purchased at discounted prices. The clubs also
enter into commercial agreements in the areas of interest to allow
employees to purchase products and services at discounted
prices. For employees with electricity contracts, the clubs provide
healthcare insurance through contributions to cover expenses
incurred, as well as preventative medicine programmes. The clubs
are almost entirely funded by the Group, which also makes the
spaces and equipment required to carry out the activities available
to them through a special free loan.

Contribution paid 2016 2015 2014
(Euro)

Leisure activities 853,992 927,295 876,451
Healthcare activities 1,451,760 1,133,262 1,027,856
TOTAL 2,305,752 2,060,557 1,904,307



INTERNAL COMMUNICATION
In 2016, Iren Group increased its internal communication
activities, working to complement its external communication.

Internal communication is an essential tool for accelerating the
development of processes, assisting and  supporting
organisational changes and new business strategies, developing
a common corporate culture and directing efforts towards
achieving company objectives, which become shared objectives
that can be pursued through each person's contribution.

The main tool used for internal communication is the company
intranet, “Noi Iren”, which sees 2,800 users connected to it each
day on average, amounting to an average of 41,000 page views
per day. "Noi Iren" represents the knowledge map of the whole
Group and is the access point for company applications.
Organisational (notifications, the staff structure, QSA policy),
regulatory (service orders, 231 model) and corporate
(acquisitions, extraordinary transactions, meetings of the Board of
Directors, business plan) information is published on the intranet.

In 2016, news from the “Iren Informa” magazine was also included
and an internal notice board was created for the sale and
exchange of items between personnel. Cultural information is also
conveyed through the intranet, which aims to involve and
encourage participation - both free and at discounted prices - in
sports, artistic, theatre and musical initiatives held in the various
areas.

Employee engagement is also encouraged through the
organisation of company events and initiatives which include the
participation of workers and their family members with the aim of
increasing their sense of belonging to the company.

In this direction, the Group decided to create the second edition of
“Bimbi in ufficio con mamma e papa” (Children in the office with
Mum and Dad) in 2016, sponsored by the newspaper Corriere
della Sera. This initiative is aimed at bringing children into their
parents' work environment and increasing a sense of belonging in
the employees at the Company. During one day in September, the
doors of 7 exemplary plants in various areas were opened to
employees and their family members, with a guided tour that was
also suitable for children. 370 people took part in the initiative,
which became extremely popular overall.

Another fundamental internal communication tool is the house
organ “Iren Informa” that was converted from a traditional paper
format to a web magazine. Available internally and externally, it
offers information and insights on the events and projects of the
Group. Articles, editorials and interviews are enhanced with photo
galleries and videos. A monthly newsletter is also created that
features the main topics discussed and is sent by mail to all Group
employees and to the over 100,000 newsletter subscribers. The
on-line 2.0 version of "Iren Informa" has been particularly valuable
in regards to internal communication — with the possibility to
involve, reward and enhance Group initiatives that would not be
particularly newsworthy in traditional media —, as well as in
regards to the search engine indexing of Group-related news.

Furthermore, in 2016 internal communication supported Iren
Mercato in launching a commercial offer called "Dipendenti &
Friends" (Employees & Friends), an opportunity that also allows
friends and relatives of Group employees to sign electricity and
gas supply contracts, taking advantage of more favourable
conditions compared to those offered on the market. More than
3,000 people participated in the offer.

PERSONNEL TRAINING

Human resources are a key factor in the success and growth of
the Group. That is why management concentrates its attention on
personnel, on the development of their skills and careers and on
building a collaborative and resilient work environment.

For growing and enhancing human resources, training is a
crucially important tool that, consistently with Iren’s development
strategies and operational mechanism, plays a fundamental role
in meeting needs of innovation and change that the market asks
in order to be competitive.

Training focuses on the development of specialist technical
competencies and managerial skills within the perspective of life-
long learning.

Training is a fundamental factor
of professional development
and growth within Iren Group

The process put in place by Iren Group is described in the
relevant procedure issued in 2016.

All training initiatives are managed through the use of a dedicated
management application, which is updated continuously with
employees' personal data and is connected to an open-source
platform for the creation and distribution of e-learning courses.

All participants are tracked and help to enhance employees' CVs,
which can be consulted by the relative Manager, by the individual
who deals with personnel management and by the Prevention and
Protection Service Manager (RSPP) and the Prevention and
Protection Service Officer (ASPP).

The training portal is integrated with the "Gamma" app for security
management, which will be rolled out to all Group companies by
the end of 2017, and will allow for training needs to be constantly
updated in relation to the risks to employees and the security
responsibilities assigned to them, as well as precisely monitoring
the expiry dates of the relative updates.

In 2016, Group employees received 97,170 hours of training, with
5,225 employees participating in at least one training initiative,
equal to 84% of total personnel and a per capita average of 15.6
hours.
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Employees involved in at least
one training course (%) ()

Senior managers 89.5 94.0 87.5
Junior managers 95.5 96.0 97.6
White collar workers 94.0 96.7 94.6
Blue collar workers 73.2 80.0 89.5
TOTAL 84.0 88.6 92.8

() The indicator is calculated as a percentage, by dividing the people involved
in at least one training event by the average annual number of employees.

Average hours of

training by position

Senior managers 1,325 1,328 1,182
Junior managers 3,629 4,951 5,149
White collar workers 45132 44,143 48,355
Blue collar workers 47,084 57,514 32,245
TOTAL 97,170 107,936 86,931

HOURS OF TRAINING PER CAPITA BY POSITION

25
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44.0%
48.4%
2014 2.0%

5.0%
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® Job coaching and specialist training (including specialist IT training)
W Certified systems, security and environment
B Managerial training

Basic IT skills

Other

The safety, quality and environmental training percentage rose,
compared to the total number of hours, to 43.2% (38.6% in 2015),
with an unchanged per capita average of 6.7 hours. This increase
highlights the Group's strong focus on initiatives that aim to
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consolidate employee's skills concerning risk perception and
situational and postural awareness for the management of
residual risk and occupational well-being. In particular, the "Back
school at work" project was created in 2016, which aimed to
provide knowledge and skill tools for self-control and to
compensate for postural habits (see the relevant box). The
initiative was aimed at technical and administrative personnel as a
five-year refresher for employees on safety issues. The Group
intends to continue the initiative, given the results achieved both in
terms of satisfaction and increased awareness concerning safety
topics. The trend of previous years was confirmed with a
specialised training incidence (including specialised IT training) of
54%.

Occupational well-being at Iren: the “Back School at Work®”
training project()

Approximately 300 employees from amongst administrative and
technical personnel were involved in training sessions on
postural re-education and awareness. The objective was to
develop the perception and control of movements when carrying
out daily work activities, such as strategies to prevent muscular-
skeletal disorders, a useful feature also for everyday life. Indeed,
it is believed that muscular-skeletal disorders result not only from
strain caused by manually moving loads or repetitive
movements, but also from maintaining unsuitable posture for
long time periods, which is typical for jobs entailing a significant
cognitive component.

The activity was divided into two different training processes,
differentiated by examples and exercises, which were as familiar
as possible to the specific activities carried out by each employee
and overseen by specialised operators, with field inspections
during the performance of their work activities.

With this activity the Group is renewing and highlighting its
interest in the welfare of its employees, going beyond the purely
technical approach indicated by law that already provides for
structural improvement interventions on working stations, the
purchase of ergonomic seats, etc. The initiative, which recorded
a satisfaction index of approximately 92%, well above the Group
average of 82%, will continue in the years to come, gradually
extending to all personnel, according to the five-year intervals of
mandatory training, with the necessary customisation on the
basis of the various work activities of the personnel involved.

(') Back School at Work® is a training protocol to prevent muscular-skeletal

disorders that are largely connected to the type of work or postural habits
connected with the job performed.

Over the years, the percentage of training hours planned and
managed by the Training department has grown continuously,
using internal trainers and external consultants (known as internal
training), which was 90% of total hours in 2016, while only 10%
was purchased from catalogues and organised by external
organisations (known as external training).



Once again, in 2016 the satisfaction index for training was positive
(82%), as was the learning index, amounting to 94%, which
confirms the positive trend of the previous year.

INVESTMENTS IN TRAINING

The Group's awareness concerning personnel training and its
belief that this is an investment is reflected in the amount of
economic resources used during 2016 for external services (over
690,000 Euro).

One of the activities conducted by the Training department
includes managing sector training funds for the Group, which
entails the preparation and presentation, to Fonservizi® and
Fondirigenti®, of refresher projects and the development of
technical-professional skills and capacities, in order to attain
grants to use for training initiatives for white collar and blue collar
workers and senior and junior managers of the Group.

During the period between January 2016 and January 2017,
contributions of approximately 500,000 Euro were utilised.

Two projects have already been presented and approved for
2017. One by Fonservizi, the contribution of which is estimated to
be at most 225,000 Euro, for a total of 20,000 hours/employee
related to 214 courses and the involvement of a further 2,500
Group employees, including technical and administrative
personnel (junior managers and white and blue collar workers).
The other will be funded by Fondirigenti up to a maximum of
approximately 50,000 Euro.

The Group has also made its competencies available to the
schools and universities within the Regions where it operates to
create study, research and combined school/work projects.

WORKPLACE SAFETY AND
WORKERS" HEALTH

The Iren Group considers it to be an investment to dedicate
human, professional, organisational, technological and economic
resources to occupational health and safety (OHS) as it believes it
to be fundamentally important to protect workers and includes
among its objectives not only the compliance with the provisions

2 Around 70% of the 0.30% of Group's contributions to INPS as mandatory
insurance for involuntary employment are allocated to the Fonservizi Fund (Fondo
Paritetico Interprofessionale Nazionale per la Formazione Continua nei Servizi
Pubblici Industrial - National Joint Interprofessional Fund for Life-Long Training in
Public Industrial Services). Companies can use these aforementioned amounts by
implementing training plans, shared with Company Partners. If they are not utilised
by the third year after payment, these resources are no longer available to the
companies and are allocated to other cooperative initiatives, which are selected
annually by the Statutory Bodies of the Fund.

(3 Fondirigenti is the Foundation promoted by Confindustria and Federmanager
for the growth of managers' professional skills. For the training of its management,
every member company may have the resources constituted by 0.30% of its total
salary sum transferred by INPS to its corporate account.

laid down by the law, but also measures taken with the aim of
continuously improving working conditions.

The monitoring of the Safety Management System is ensured in
every Company of the Group by a unique Environment and Safety
Service located in the parent company. This guarantees the
uniformity of the risk evaluation methods, the identification of
organisational, procedural and technical measures and the
identification of the required personnel training on the subject of
health and safety at work.

Specific codified and systematic audit procedures allow for the
monitoring and the continuous improvement of this system to be
pursued.

No specific initiatives or programmes limited to serious iliness are
planned, however, numerous initiatives and programmes
concerning welfare and general prevention are planned, both at
the level of the various contracts and through specific company
agreements.

HEALTH AND SAFETY COMMITTEE

At least once a year meetings are held with Worker Safety
Representatives (RLS) across all areas.

In the Genoa area, this has been formalised on a six-month basis.
In 2016, more meetings were held for the Company Ireti to
address problems linked to the constitution of the new company.
In the Turin area there are specific Management Committees that
process and monitor all aspects of health and safety.
Furthermore, monthly meetings are organised between the
Management Representative, Worker Safety Representative,
Occupational Health Physician and the Company's Prevention
and Protection Service. The Turin companies have activated a
specific transversal safety committee.

A stringent conception of safety entails total engagement on the
behalf of employees that, according to the activity performed and
the respective skills and responsibilities, are required to play an
active role in prevention. Therefore, particular attention is paid to
training and information activities for employees on topics of
health and safety at work.

With regard to employees, continuous monitoring elements are
constituted by the analysis of individual accidents and near
misses and annually-planned supervisory inspections.

There are no employees exposed to a high risk of occupational
diseases within the Group.

AGREEMENTS WITH HEALTH AND
SAFETY PROTECTION TRADE UNIONS

An agreement was reached with Trade Unions at a Group level
that specifies that a part of the performance bonuses paid to
employees would be linked to a reduction in the number of
occupational accidents and the relative indexes. The target of
reducing accidents was proposed as a corporate goal directly
attributable to Operational Departments with specific MBOs.

Relationships with Workers' Safety Representatives are regulated
by a specific procedure, especially given visit methods and
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inspections of the work environment and the management of  ACCIDENTS PER TYPE
reports received by the same Representatives.
MAIN INDICATORS OF HEALTH AND SAFETY Incidental

accidents
54

Accident indexes unitof 951
measure

Total number of accidents no. 341 Street accidents
Hours worked no. 9,922,013 3

Frequency index

(Total number of accidents/hours worked x - 34.37
1,000,000)

Days of absence due to accident days 7,876

Severity index

(days of absence due to accidents/hours - 0.80
worked x 1,000)

Incidence index @

(total no. accidents/total no. employees x - 54.81
1,000)

Mean duration of absence for In the paragraph “Iren People: the numbers” is the breakdown of

accidents . o
(days of absence due to accidentsfotal no. days 23.10 the accident indicators for the last three years.

accidents)

Accidents during travel no. 47

() For the purposes of calculating the accident indexes, occupational, random
and road accidents in the accident registers of the Group Companies are
considered. Commuting accidents and those not recognised by INAIL are
excluded from the accident indexes calculation.

@ The incidence index is calculated considering the average number of
employees.

Occupational
accidents
256

ACCIDENTS PER GEOGRAPHIC AREA

Liguria
24

Emilia Romagna
61

Piedmont
256
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IREN PEOPLE: THE NUMBERS

Personnel at 31/12 by position and

contract type
Senior managers 95 1.6% 82 1.3% 69 1.5%
Junior managers 251 4.0% 238 3.9% 229 5.1%
White collar workers 2,878 46.2% 2,859 46.6% 2,658 58.8%
Blue collar workers 3,002 48.2% 2,953 48.2% 1,566 34.6%
TOTAL 6,226 100% 6,132 100% 4,522 100%
Employees with permanent contracts 6,146 98.7% 6,076 99.1% 4,456 98.5%
Employees with fixed-term contracts 12 0.2% 16 0.3% 26 0.6%
Apprenticeship/in-house training contract 68 1.1% 40 0.6% 40 0.9%
TOTAL 6,226 100% 6,132 100% 4,522 100%
Personnel at 31/12 by province 2016 2015 2014
Province of Turin 2,813 45.2% 2,835 46.2% 1,141 25.2%
Province of Vercelli 235 3.8% n.a. n.a. n.a. n.a.
Province of Genoa 1,012 16.2% 1,032 16.8% 1,039 22.9%
Province of Reggio Emilia 747 12.0% 787 12.8% 847 18.7%
Province of Parma 707 11.3% 740 12.1% 762 16.9%
Province of Piacenza 527 8.5% 535 8.8% 545 12.1%
Other provinces 185 3.0% 203 3.3% 188 4.2%
TOTAL 6,226 100% 6,132 100% 4,522 100%
zz;sdc;r:nel by position and 2016 2015 2014

Total Women Total Women Total Women
Senior managers 95 14 14.7% 82 10 12.2% 69 7 10.1%
Junior managers 251 57 22.7% 238 53 22.3% 229 58 25.3%
White collar workers 2,878 958 33.3% 2,859 922 32.2% 2,658 833 31.3%
Blue collar workers 3,002 542 18.0% 2,953 549 18.6% 1,566 15 0.9%
TOTAL 6,226 1,571 252% 6,132 1,534  25.0% 4,522 913 20.2%
Mea_n_ personnel age by 2016 2015 2014 F")ersonnel by qualification 2016 2015 2014
position (years) (%)
Senior managers 53 53 53 Compulsory education 35 37 27
Junior managers 52 51 51 Professional institutions 13 14 16
White collar workers 49 49 49 Diploma 38 36 40
Blue collar workers 47 48 48 Degree 14 13 17
OVERALL AVERAGE 48 49 49 TOTAL 100 100 100
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Mean personnel by Business Unit 2016

Holding 905 14%

B.U. Energy 624 10% 956 15%
B.U. Market 496 8% 444 %
B.U. Networks 1,901 31% 1,917 31%
B.U. Environment 2,296 37% 2,307 37%
OVERALL AVERAGE 6,222 100% 6,216 100%
Personnel turnover by province (1) 2016 2015 2014
Province of Turin -22 -0.8% -57 -5.0% -56 -4.7%
Province of Genoa -20 -1.9% -2 -0.2% +3 +0.3%
Province of Reggio Emilia -40 -5.1% -54 -6.4% -2 -0.2%
Province of Parma -33 -4.5% -22 -2.9% -1 -0.1%
Province of Piacenza -8 -1.5% -7 -1.3% -9 -1.6%
Other provinces -18 -8.9% +8 +4.3% -1 -5.5%
TOTAL -141 -2.3% -134 -3.0% -76 -1.6%

() Turnover was calculated as the difference (in absolute and percentage terms) between the number of employees at year end and employees at the beginning of the
year, excluding AMIAT employees from the 2015 calculation and ATENA employees from the 2016 calculation, as these companies were acquired during the year.
AMIAT has been included in the calculation since 2016.

Average company service of departing staff (years)

under 30 years old 2 1 3
from 30 to 50 years old 8 4 9
over 50 years 29 30 29
OVERALL AVERAGE 25 25 23

Average company service of departing staff by gender

(years)

Men 26 25 23
Women 21 24 26
OVERALL AVERAGE 25 25 23

Staff taken on in the year by gender and province (no.)

Men 86 156
Women 22 40
TOTAL 108 196
Province of Turin 47 106
Province of Vercelli 9 n.a.
Province of Genoa 25 17
Province of Reggio Emilia 1 20
Province of Parma 8 27
Province of Piacenza 6 19
Other provinces 2 7

TOTAL 108 196
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Staff taken on by position (no.)

Senior managers 8 8 1

Junior managers 3 7 2
White collar workers 43 50 54
Blue collar workers 54 131 29
TOTAL 108 196 86

Employees with a fixed-term and apprenticeship contract (no.)

Employees with contracts expiring in the year 25 69 27

of which taken on during the year with a permanent contract 21 62 21
AR D CEL 0] 2016 2015 m
by position and gender (Euro) (!

Men  Women % Men  Women % Men  Women %

Senior managers 59,729 55876 93.5% 63,005 60,150 955% 64,251 60,530 94.2%
Junior managers 49,980 48,705 974% 48,928 48,276 98.7% 51,163 49,642 97.0%
White collar workers 36,276 33,043 91.1% 35528 32223 90.7% 36,032 30,631 85.0%
Blue collar workers 28,500 26516 93.0% 28,105 24,544 87.3% 29,723 28,321  95.3%

) For the calculation of the average salary, hires during the year, part-time employees and personnel whose remuneration is subject to recovery by social security
institutions (maternity and parental leave etc.) were not considered.

Accident indexes () SCS 2016 2015¢) 2014
measure

Total number of accidents no. 341 370 137

Hours worked no. 9,922,013 9,632,743 7,371,633

Frequency index

(Total number of accidents/hours worked x - 34.37 38.41 18.59

1,000,000)

Days of absence due to accident days 7,876 12,094 4,643

Severity index

(days of absence due to accidents/hours worked x - 0.80 1.26 0.63

1,000)

Incidence index(

(total no. accidents/total no. employees x 1,000) i 54.81 59.52 30.12

Mean duration of absence for accidents

(days of absence due to accidentsftotal no. days 23.10 32.69 33.89

accidents)

Accidents during travel® no. 47 40 27

() For the purposes of calculating the accident indexes, occupational, random and road accidents in the accident registers of the Group Companies are considered.
Commuting accidents and those not recognised by INAIL are excluded from the accident indexes calculation.

@ The incidence index is calculated considering the average number of employees.

) The fatal commuting accident that occurred in 2015 was not included.

@ In relation to the accident indexes, the comparison between 2015 and 2014 is hardly significant considering the consolidation of AMIAT in 2015, which carries out
labour intensive activities, resulting in a greater accident risk.

Accidents by gender (no.) 2016 2015
Men 219 247
Women 122 123
TOTAL M 370
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Suppliers

IMPORTANT TOPICS

Employment: in the current economic context this topic is of
fundamental social importance and represents a crucial factor
both for Iren Group and for local communities. The impacts
generated by the Group in terms of both direct and indirect
employment guarantee economic stability for the local areas,
with consequent positive effects also in terms of social
development.

Sustainable management of the supply chain: this topic is
fundamental to maintaining the quality of services, protecting
the environment and safety. The objective of Iren Group is to
build a proper and transparent relationship with suppliers,
which is based on clear rules and shared values.
Furthermore, the Group considers important to enhance the
suppliers that guarantee employment for disadvantaged
people, consistently with the Group’s mission.
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POLICIES FOR SUPPLIERS

Iren Group considers its suppliers to be an integral part of the
sustainability process. The goods and services purchased impact
the quality of the services and the reputation of the Company: for
this reason it was crucial to review the Suppliers' Register and
develop the on-line platform, the Procurement Portal of Iren
Group. These initiatives allow for better monitoring of the supply
chain, which represents a strategic aspect in the management of
the Group business activities.

In 2016 Iren Group launched the new
Procurement Portal: a tool that extends the
involvement of suppliers

In 2016 the Iren Group Procurement Portal was adopted, through
which - starting from August - public procedures, called by way of
calls to tender, as well as procedures for invitation to tender are
managed. The adoption of this on-line platform, in addition to
innovating and aligning the operations of the Company with
industry best practices, constitutes an important opportunity for
economic operators interested in becoming suppliers of the
Group, giving them more opportunities for involvement. Within a
perspective of absolute transparency and disclosure concerning
engagement rules, the following is published on the Procurement
Portal:

e the rules for admission to the Iren Suppliers' Register,
showing the new protocol that has been active since late
December 2016;

e the participation rules for managed negotiation events;

o the general conditions of use for the platform.

QUALIFICATION, SELECTION AND
MONITORING OF SUPPLIERS

The supplier qualification system used by the Group aims to
guarantee that products, services and works are able to ensure
quality and reliability. The Iren supplier selection and management
process is based on principles of transparency, clarity, integrity
and non-discrimination.

In addition to qualitative aspects, those relevant to sustainability
are also considered in the qualification process, with particular
attention given to socio-environmental topics and the implications
arising from the Code of Ethics of Iren Group.

It is of primary interest to the Group that all suppliers conduct their
activities in compliance with the principles and values contained in
the Code of Ethics, which must be inevitably accepted by all
suppliers, without the possibility of exceptions or amendments.

Within the context of contracts that are subject to the Code for
Public Procurement, article 30, “Principles for awarding and
executing contracts and concessions”, requires economic
operators to respect environmental, social and labour obligations
when carrying out works, which are established by European and
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national legislation, by collective agreements or the international
provisions listed in annex X. These include: ILO Convention no.
29 on forced labour, ILO Convention no. 105 on the abolition of
forced labour, ILO Convention no. 138 on minimum age, ILO
Convention no. 182 on the worst forms of child labour. Explicit
declaration of compliance may be requested in tender documents.

Within public contracts for amounts of Community interest,
supplier qualification may be carried out, for each tender, by
indicating the requirements of economic-financial and technical
ability in the calls, which are directly linked to the activity inherent
to the call. These requirements must be proportional and such as
to ensure competitiveness, according to the regulations in force.
Furthermore, it is also possible to establish qualification systems
that are equal in value to the tender notice by publishing a
Community notice, on which negotiated procedures concerning
the qualifying sectors are carried out, in accordance with the
protocol defined by the founding regulations of the system.

With reference to awards that are attributable to excluded
contracts (so-called under-threshold), or irrelevant to the contracts
and concessions law, Iren Group uses a supplier qualification
procedure that entails the compilation of a specific questionnaire
attesting to information on revenues, quality certification or other
sector certifications and organisational data. Current provisions
require that at least 5 suppliers from those included in the
Suppliers' Register are invited. The management of this process is
centralised in the Parent Group company. The qualification to be
included in the supplier register requires the possession of
certifications issued by independent bodies (i.e.: possession of the
ISO certifications, the SOA certifications, etc.), as well as the
possession of the technical and economic eligibility requirements
that are adequate both in terms of amount and in nature for the
tender and service to be supplied to Iren Group. Possession of the
UNI EN 1SO 9001 certification is assessed as being especially
favourable within the context of supplier qualification.

Through qualification procedures, Iren Group
also assesses the social and environmental
profiles of suppliers

During the qualification process suppliers are required to state:

e whether, in line with UNI ISO 26000 guidelines on corporate
social responsibility, corporate initiatives to develop a
socially responsible approach to business planning and
management have been identified. If so, describe the
initiatives implemented;

e whether the supplier publishes its Sustainability Report, and,
if so, to indicate the URL where it can be found, or attach a
copy or excerpt of the significant sections in the
Sustainability Report;

o whether the supplier is willing to carry out a CSR Audit, in
the instance it were to sign one or more contracts with Iren
Group, and if it is willing to complete an anonymous "CSR
Questionnaire" every year, whose data will be used by Iren
to prepare the Sustainability Report. The questionnaire gains



more information on aspects relating to: the type
(permanent, fixed-term and other contractual forms that
must be explained) and the National Collective Labour
Agreements of the workforce employed in implementing
contracts in place with Iren Group, accidents that occur
during the year and the rates of sick leave and absenteeism.
Furthermore, in relation to the nature of supply, the
questionnaire requests data concerning environmental and
social impact (CO2 emissions, jobs created, any significant
environmental incidents, etc.) and a commitment to provide
similar information obligations from its own suppliers within
the contract stipulated with the Group;

e not to have committed serious breaches, which have been
definitively ascertained, against obligations concerning the
payment of taxes and duties, or social security contributions,
in accordance with Italian legislation or that of the State of
registration;

e not to have committed serious violations duly ascertained
against occupational health and safety laws.

In regards to the top management of suppliers, within the context
of public procedures, the lack of criminal convictions is also
verified (by indirectly consulting their criminal record) which, by
nature and severity, entail the exclusion from contracts and sub-
contracts (including offences related to safety, use of child labour,
etc.).

Iren Group has also executed with the Prefectures of Reggio
Emilia, Parma, Piacenza and Genoa, legality Protocols that aim to
expand the monitoring activity of enterprises in terms of
compliance with the anti-mafia laws, even beyond the cases
envisaged by law. Contractors and subcontractors are monitored
on the basis of these Protocols and are removed from contracts if
they are not in compliance with prefecture information.

Compliance with the provisions related to the environment from
contractors and subcontractors is required in the tender
specifications. Furthermore, in regards to products, the Group
promotes the selection of recyclable, renewable materials that
minimise waste production and favour production systems with a
low environmental impact. Some technical specifications also
provide for the purchase of fair trade products. Goods are tracked
when the specifications require that they are sourced from a
specific location.

The new rules for admission to the Suppliers' Register also
provides - related to the suppliers of goods and services with
potential environmental impacts (suppliers of environmental
services connected to the collection, transportation, recovery and
disposal of waste; remediation of soil and subsoil, etc.) - for the
possibility of carrying out audits to verify compliance with
applicable environmental laws, if any, conducted by qualified third
parties.

To this end, the following evidence is requested during
qualification procedures:

e possession of ISO 14001 Certification (issued by Accredia
or, in the case of foreign businesses, by another
accreditation body that is a signatory of Mutual Recognition
Agreements), or the acquisition of significant interrelated
elements of the environmental system;

e possession of EMAS certification;

e possession of an Environmental Product Declaration — EPD;

e possession of energy management systems in compliance
with the ISO 50001 standard;

e possession of one or more environmental labels (EU
Ecolabel, FSC, PEFC, Plastica Seconda Vita, ANAB — ICEA,
Natureplus® Certification, CIC Compostability)

e the use of products with one or more of the labels mentioned
above in the production/service process, or of another similar
environmental label;

e the use of suppliers holding ISO 14001 and/or EMAS
certification in the production/service process;

o the use of work instructions that govern the management of
waste produced in supplying the goods and services,
including hazardous waste, packaging and packaging waste
in the production/service process, from their temporary
storage to their final disposal;

o the use, with reference to the category/categories of products
selected, of recycled or recyclable material, with low
emissions and low energy consumption;

e the adoption, with reference to the category/categories of
products selected, of specific procedures for the storage and
collection of recyclable materials in order to guarantee
recycling;

o the availability, with reference to the category/categories of
products selected, to recover or retain packaging after
delivery to be reused and to pick up the products to be
replaced with proof of their disposal through the recovery of
the material.

Suppliers undergo an evaluation during the qualification
procedure and are re-examined after the signing of contracts by
the internal departments that manage contracts and directly
monitor the conduct of the supplier when carrying out the
contracted works. Any continuous negative outcomes or serious
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failures in executing the work, which are notified to the
Procurement, Logistics and Services Department , will lead to the
suspension and subsequent exclusion from the Suppliers'
Register for a fixed period.

In the first quarter of 2016, 428 suppliers were audited as a whole,
233 of which in relation to safety and the environment. From May
onwards the management decided to no longer implement the
current supplier list and to work on the new on-line Register that
requires all suppliers to complete the new qualification procedure.

Membership to the Suppliers' Register means beginning a
partnership with Iren Group that could lead, over time, to the
identification of mandatory qualification profiles, in line with the
Group’s continuous improvement of the supply chain. Being a
part of the Register also means sharing the reputational and
sustainability values of the Group policy. These commonalities
involve the willingness to report on the aforementioned CSR
profiles, with a view to rewarding the willingness shown and
subsequently acted on.

EMPLOYMENT IN SUPPLIER
COMPANIES

Iren Group is aware of the important role employment plays in
ensuring the social development of the environment in which it
operates. It contributes to maintaining employment levels not only
through its own employees but also by promoting the
development of its suppliers, by asking them to comply to the
Group’s standards in terms of both personnel and safety policies.
Moreover, the Group often offers employees of supplier
companies the possibility to use some of the company services
and attend training courses organised by the Group itself.

Particular attention is paid during the assessment of the correct
application of the employment contracts and the payment of the
relevant mandatory insurance and social security contributions;
the tender specifications provide for the obligation of the supplier
to comply with the laws concerning the protection of the workers
and the National Collective Labour Agreements in force and
applicable to the sector of reference. These obligations are
controlled through the regular acquisition of DURC (statement of
correct fulfilment of welfare contribution obligations) and the
documents provided by occupational safety legislation (SOP and
DUVRI - single document on the assessment of risk from
interference). In the case of non-compliance with remuneration
and social security contributions, employees and social security
funds are paid directly and these amounts are deducted from the
amount paid to the contractors, as required by law. Subcontracts
are also authorised and monitored in compliance with the law.

In order to participate to the public tenders of IREN Group,
companies must comply with the obligations provided by Law
68/1999 concerning the recruitment of disabled people. All the
Group's specifications include clauses designed to control the
problem of undeclared employment, in regards to tendering and
subcontracting.
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Starting from 2017, during qualification procedures for the
Register, when filing the required information concerning
operational and organisational capacity, companies are requested
to indicate the number of employees on permanent and fixed-term
contracts and to specify the ratio of permanent employees to the
total number of employees.

Iren contracts state that the contractor is responsible for
complying with current sector legislation. As the contract embeds
the responsibility to achieve a result, the contractor is entrusted to
organise the means and workforce needed to attain said result.
For this reason information about the number of employees hired
is not requested. This aspect would be further investigated if the
offer made by the contractor includes unequivocal suspicion of
anomalies when verifying sustainability requirements.

In relation to public tenders of Community relevance awarded
during 2016 with the criterion of the best value for money, 4
tenders included environmental criteria amongst the evaluation
criteria of the technical offer, corresponding to around 20% of the
tenders awarded on the basis of the aforementioned criterion.

SUPPLIER HEALTH AND SAFETY

Iren Group considers it to be an investment to dedicate human,
professional, organisational, technological and economic
resources to occupational health and safety (OHS) as it believes it
to be fundamentally important to protect workers. Therefore, the
Group includes among its objectives not only compliance with the
provisions laid down by specific laws, but also the continuous
improvement of working conditions. To this end, specific
measures to protect the health, safety and hygiene at work are
also required by tender contracts. During qualification procedures
for the Register, suppliers are investigated on the following
aspects:

o the existence of a Prevention and Protection Service, either
within or outside of the company;

o the appointment of a Safety Contact person that deals with
individual contracts/orders;

o whether it has benefited from an INAIL tax reduction (ref.
MOD OT24) at least once in the last 3 years;

o the existence of an Occupational Health and Safety
Management system (OHSM) certified in accordance with
article 30 of Italian Legislative Decree 81/08 and, if so, it is
requested to specify if it complies with the UNI-INAIL
guidelines or the British Standard OHSAS 18001;

¢ indication of the number of accidents that occurred in the last
three years;

e systematic verification of the level of learning reached by
each worker after every training event;

o the integration of Italian language courses within foreign
workers' training.

Furthermore, with reference to the personnel of third-party
companies operating on construction sites and plants, the Group
carries out monitoring and control inspections on the activity
carried out, related to aspects of safety and hygiene at work.
Monitoring of the activities is guaranteed by internal supervisory



inspections by the Works Management Office (contracts pursuant
to article 26 of Italian Legislative Decree 81/2008) or by the
Coordinator during the execution phase (on temporary and mobile
construction sites pursuant to Title IV of Italian Legislative Decree
81/2008).

For the audit of contracted companies, the activities to be carried
out by the technical departments were identified and integrated
into the relative procedures and/or defined as general procedures.

TRAINING AND INFORMATION
ACTIVITIES

During 2016, at a Group level, a total of 3,230 hours of
training/information activities were provided, not specifically
related to health and safety at work, with a total involvement of
417 members of staff from external companies.

SUPPLIER PORTFOLIO AND
PURCHASE VOLUMES

In 2016, purchase orders were issued to 4,268 suppliers for over
701 million Euro.

IMPACTS ON THE LOCAL AREA

The location of suppliers in the areas of reference is well-
established, both in terms of the number of active suppliers (57%),
as well as the economic value of the orders, amounting to 44%
overall. This data highlights the significant positive impact of Iren
Group on the territorial areas of reference.

The Group does not select suppliers according to geographical
criteria, but rather by considering the quality and economic
aspects of the supply, as well as the regulatory requirements
resulting from public tenders. These do not permit the inclusion of
clauses that could favour local businesses, as European
Community principles - inspired by the criterion of free movement
of goods and people - require that all companies, no matter their
location, can compete for awarding a contract. However, the
division into lots is allowed, and even desired, to enable greater
participation in the tenders. This subdivision is often implemented
in the configuration of tenders, where consistent with business
needs, in order to encourage the participation of small and
medium size enterprises.

The economic positive impacts on local business generally occur
due to subcontracting to local companies - within the limits
allowed by law - that have the capabiliies to perform smaller
portions of the activities and apply more competitive prices. Their
competitiveness is mainly due to their presence and deep
knowledge of the area that guarantees service efficiency

The composition of suppliers by geographical area and relevant
volumes ordered is represented below and refers to all purchases
with exclusion of contracts for the supply of raw materials.
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SOCIAL COOPERATIVES

The Group supports social cooperatives, since they have as their
main task the placement of disadvantaged people in the labour
market. These enterprises work in waste collection and
environmental health services in particular. In 2016 the Group
made use of 35 social cooperatives. The overall order amount to
social cooperatives was over 41 million Euro, representing 6% of
the total value of Group orders.

Social

2016 2015

cooperative
suppliers

Suppliers (no.) 35 34 36

Suppliers (Euro) ~ 41,653,283 51,013,927 35,075,504

DISPUTES

2 sentences that became final should be noted in 2016, settled
with a payment to the supplier.

During the year no complaints were received from suppliers.
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Community and local area

IMPORTANT TOPICS

Development of local communities: the development of local
communities is one of the strategic pillars of Iren Group, which
identifies in current and future local areas of presence the
focus for future growth and shared economic and social
development.

Emergency management: the prompt and proper
management of critical situations or natural disasters is
fundamental for guaranteeing safety and support to
communities, also during events that occur outside the
operational context of Iren Group.

Site management: the topic is extremely relevant due to its
social and safety implications for stakeholders, workers,
residents and Local Bodies. Guaranteeing the safety of
workers and the community lies at the heart of the Group’s
operating strategies, as does the commitment to reducing the
impact of construction sites to a minimum.
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FOCUS ON COMMUNITIES
AND THE LOCAL AREA

Iren Group, which has established itself as a modern enterprise,
able to create value while protecting the environment and meeting
stakeholder expectations, has placed communities and the local
area at the centre of its strategies and has planned its growth with
a particular focus on Corporate Social Responsibility (CSR).

The 2021 Business Plan highlights the importance given to local
communities and includes the sustainable development of the
local area as one of its strategic guidelines, which is centred on
the innovation of the process and the product and social
innovation. A significant portion of the investments outlined in the
Business Plan is intended for the development of the local areas
in the provinces of Reggio Emilia, Parma, Piacenza, Genoa and
Turin, generating a significant boost in the growth of local
economies with positive impacts in social, economic and
environmental terms.

In practice, the strategic guidelines translate into important
industrial projects that represent the Group’s tangible commitment
in terms of sustainability and contribute to the creation of
infrastructures, services and employment.

IREN LOCAL COMMITTEES

The Local Committees are initiatives aimed at generating positive
impacts on the local area through dialogue, debate and planning
between the Group and the stakeholders of the local communities,
with reference to the services of the company and the topics of
environmental and social sustainability. The Committees are an
effective tool for gathering ideas and proposals with the aim of
improving Group services by designing innovative solutions for the
sustainable development of the local area together with the
residents.

Each of the five Local Committees, established within the
provincial areas of presence, is made up of 15/18 representatives
nominated by the Institutions, Associations and organisations from
civil society. In addition to the above there are 5 ex-officio
members: the Chairperson and Vice Chairperson of Iren, a
representative of the Capital City, a representative of the
provincial Municipalities served by Iren and a representative of the
local University. Committee members are selected through the
issuing of an announcement by Iren to all the Associations and
organisations within civil society that are able to apply.

Within the individual Committees, project working groups were
established to follow the individual projects proposed by the same
members of the Committees or by citizens registered with the on-
line platform IrenCollabora.it, the first example on a national level
of a planning platform with numerous participants. Everyone can
register on the platform and directly publish their contribution on
the topics or open discussions within the Committee, putting
forward new proposals or suggestions on issues that are of
interest to the Group, with the aim of generating real and tangible
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projects. The information flow produced by the platform is also a
valuable source that inspires Iren to adopt innovative service
strategies and anticipate the needs of the local areas.

In 2016, the projects created by the Local Committees almost
doubled compared to 2015, growing to 29 in number. The issues
dealt with continued to concern topics of an environmental, social
and educational nature. Nine of which have already been
successfully implemented, while the working groups are
continuing to finish the activities for the other projects.

The 9 projects implemented:

e A more sustainable Campus is a Campus without plastic:
to reduce the amount of plastic waste produced every day at
the Campus of Cattolica del Sacro Cuore University in
Piacenza, 3 main water dispensers and 1,000 flasks were
distributed to people who frequent the Campus, engaging
them in an awareness raising activity on sustainability issues.

o Greater understanding of bills: the aim of this project was
to make it easier to consult and understand Iren energy and
water bills.

o Atelier for sustainability in the kitchen: the project enabled
an experience that revolves around the idea of “Sustainable
Cooking” in all respects, aimed at students in primary
schools and Hotelier Institutes. The project saw the
involvement of the Magnaghi Hotelier Institute in
Salsomaggiore, Reggio Children, Edu.lren and the
Committee of Parma that, together, prepared the educational
activities to be carried out during the 2016-2017 school year.

e Suq Festival: culture of the environment, culture for the
environment: the aim of the 2016 Suq Festival was to
promote good practices for respecting the environment and
energy savings to all residents, especially young people and
immigrants.

The Genoa Committee, together with AMIU, came up with
and implemented a few information and awareness-raising
initiatives on the correct use of natural resources, which
included the theatre show "Alla Carica!!! | segreti dell'energia
rinnovabile" (Take Charge!l! The secrets of renewable
energy), the show cooking event by Chef Kumalé,
“#natipersoffriggere africa sub sahariana cucinare con gli
avanzi’ (#borntofry sub-Saharan Africa cooking with
leftovers) and the ten commandments of EcoSUQ, printed on



the festival's place mats to promote separated waste
collection, recycling and the saving of resources.
Environmental Education - Val Tassaro: starting with the
area of Val Tassaro (Site of Community importance,
UNESCO MAB Area in the province of Reggio Emilia), the
project includes research activity, environmental surveys and
a programme of environmental education for schools. The
implementation of the project saw the contribution of Pro
Natura Reggio Emilia, which was the promoter, and Modena
and Reggio Emilia University, in the creation of training
courses for students and teachers.

"Slow Food Piacenza - Orto della Condotta” School
Garden: the aim is to establish a learning community by
creating gardens to promote and develop food and
environmental education in schools. The recipients are
classes in the nursery and primary school of the eighth
teaching circle of Piacenza and 30 teachers. The project was
included in the 2016—2017 Edu.lren catalogue.
Salsomaggiore, the city for the health of the earth:
feasibility study conducted by the Committee of Parma for
the students of Salsomaggiore Middle School who proposed
the installation of a public water fountain within the
municipality to combat the greenhouse effect by reducing
CO2 emissions and plastic waste production.
“Ortosovversivo” (Subversive Garden): created from the
need to transform unused soil as space for cultivating
vegetables, it includes the use of effective micro-organisms
to eliminate pollution from soil and water.

Collection of used cooking oil: the project aims to recover
a valuable resource and improve the operating conditions of
wastewater treatment systems.

The projects currently being implemented by the Committees
include:

“Ecofeste”: Legambiente Piacenza has been developing a
project to reduce waste produced by parties, local festivals
and summer camps for many years now, based on replacing
disposable dishes with a reusable material that can be
washed in a dishwasher. The goal is to reinforce the
organisation of the project, increase the number of people
involved and make it more popular and widespread, also with
the help of an incentive system that is to be implemented
with the involvement of the Municipalities in the province.

“Ri-Cibiamo al Ristorante - Chi ama il cibo non lo
spreca” (Eat 2x at the Restaurant - People who love food
don’t waste it): the project aims to investigate and gather
more information on the issue of food waste in catering and
propose, to restaurants and customers, simple and effective
solutions to reduce the problem, starting with a “hummy kit’
to recover uneaten food from the restaurant.

Education - Raising awareness on energy saving: an
invitation to discuss energy and its saving, starting in schools
and families, engaging students in the province of Reggio
Emilia. Modena and Reggio Emilia University and the Res-
Edili School are involved in a collaborative fashion in the
development of the project.

Voluntary mutual fund for energy poverty: proposed by
the consumer associations of the Committees of Piacenza,
Parma and Reggio Emilia, the project aims to identify forms
of support, on an exceptional basis, for users experiencing
financial hardship in paying their electricity, water and gas
bills.

“Pro Ultra — 70”: develop actions and tools to help elderly
people to complete paperwork and to get a better
understanding of the gas and electricity offers. The project
was proposed by Italia Nostra Parma.

Raising awareness about throwing cigarette ends on the
ground: introduced by Adoc, the project aims to reduce the
amount of cigarette butts tossed in city streets and their
consequent decay and pollution. Initially Iren proceeded with
a more accurate and widespread distribution of cigarette butt
containers on the streets and in particular points in the city
centre of Parma.

“Parma non spreca” (Parma doesn’t waste): the project
originates from the need to meet the increasing requests for
help from families in financial difficulty in Parma and the
province, with the aim of extending the donor network for
food produce that is close to expiry or has damaged
packaging, even extending the collection to fresh and cooked
foods. The project, presented by the Kuminda Association
and coordinated by the Parma Solidarity Forum, also
represents a tool for reducing waste and refuse.

€
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“Arturo - | tuoi occhi sulla valle” (Arturo - Your eyes on
the valley): climate change is producing exceptional rainfall,
thus increasing the risk of flooding caused by the overflowing
of streams and rivers. The project, presented to the
Committee of Piacenza by the Municipality of Rottofreno,
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provides for the construction of warning instruments,

particularly addressed to the parties appointed to manage

emergency situations. An initial warning system detecting
critical conditions based on water and rainfall levels was

presented to the public in the first few months of 2016.

Reuse centres: the project, which involves the Local

Committees of Piacenza, Parma and Reggio Emilia, seeks to

create centres, also in terms of design, that make effective

reuse of discarded items and materials, preventing them
from becoming waste, and proposing an innovative approach
based on five fundamental aspects:

e operational versatility (cleaning, repair and renovation,
modification, supply of correlated services, sales,
educational and awareness-raising activities to promote
a culture of sustainability);

e the inclusion of disadvantaged people in the workplace
and the creation of opportunities for the development of
youth entrepreneurship;

o the use of technologies that enable the dynamic
management and use of the entire range of services
and products;

e recovery of public spaces,
redevelopment of urban areas;

o the creation of a network that can allow the individual
Centres to develop specific vocations, also in relation to
their territorial characteristics.

contributing to the

The Staglieno factory, the development of tourism and
artisan professions: the monumental cemetery of Staglieno
in Genoa contains thousands of valuable works of art that
often lapse into a state of disrepair. A project to restore the
cemetery to its original splendour was proposed to the Local
Committee of Genoa, also through the re-evaluation of the
work of craftsmen, restorers and marble workers, in order to
enhance its role as a tourist attraction for the city.

Energy and water bonus: the consumer associations of
Genoa brought to the attention of the Local Committee the
emergency of people in financial difficulty who are no longer
able to pay their electricity or gas bills. The Committee of
Genoa identified the first action, which can be implemented
quickly in order to address the issue of energy poverty,
through the dissemination of information on electricity and
gas social bonuses.

“Parco Antola - Un lago da bere” (Antola Park - A lake to
drink): the project, which sees the collaboration of the Park
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Authority and the University of Genoa, includes the study and
creation of environmental redevelopment interventions and
the consolidation of Antola Park’s position within the regional
tourist offer.

“Lungomare Lombardo” (Lombardo Waterfront): this is
an area of Genoa that is underused by Iren, which is why a
restoration project was proposed to the Local Committee of
Genoa in order to make it available to the Italian Rescue
Association as a multifunctional, educational space, as well
as a first aid station for the benefit of public assistance.
Social Energies: The ARCI Genoa association proposes to
offer social entities (voluntary and social advancement
associations) useful services to qualify their energy
consumption, to improve the energy performance of buildings
and use clean energy. Iren has prepared a questionnaire to
be completed by the associations in order to conduct a
preliminary analysis that will allow to identify feasible
interventions to improve the energy efficiency of buildings.
Food for all: to the solidarity store in Reggio Emilia: the
DarVoce association in Reggio Emilia has proposed a project
to create a neighbourhood store that will put short supply
chain sustainability to the test, intercepting new producers
within a rationale of territorial subsidiarity. The store will open
in 2017 and 50 families will use it. The community project is
also a place where things can be made available to others,
by donating time, skills, food, money or voluntary activities to
be carried out in the building or within the local area
associations.

The green history of Reggio Emilia: this project looks to
enhance the green heritage of Reggio Emilia, starting with its
history and evolution, through a publication that will become
a promotional tool for the development and enhancement of
the local area, as well as a work tool for teachers and
students of all types and levels.

Water: eco-museum of Noasca: the Municipality of Noasca
has proposed to create and establish an open-air eco-
museum on the topic of water, to be constructed within Gran
Paradiso National Park. It also proposes lighting the path that
leads from the grotto to the waterfall of Noaschetta to attract
more visitors.

What Wee Are: the aim is to create a collective
consciousness on the content of WEE electronic devices, on



the ways such materials can be recovered and the proper
disposal of dangerous components. The project develops
through targeted interventions in schools.

Ecological environmental centre - commercial
desertification in the Campidoglio district of Torino: the
project aims to revitalise Borgo Campidoglio by setting up
new green-orientated activities to create an ecological and
natural shopping centre in the district. The Committee of
Turin has begun an in-depth analysis to understand if the
intervention, supported by the Torino Living Lab project,

could act as a driving force in the effective redevelopment of
the district.

PROJECTS FOR THE LOCAL AREAS

In 2016, Iren created or contributed to the creation of a few
important environmental, social and cultural projects. Some of
which had significant importance on the local areas where they
were executed.

Below is a summary of the main projects.

Areas Projects

Environmental

Social

Environmentally Sustainable Events. Iren Group was the official partner and technical supplier of
Terra Madre Salone del Gusto, the most important international event dedicated to culinary culture
(Turin September 22t-26t) organised by Slow Food, the Piedmont Region and the City of Turin,
which saw an influx of visitors estimated at around 1,000,000 people in the squares, streets and
parks of Turin. Sustainability and corporate responsibility are values promoted by the Salone, which
Iren Group shares, and, together with the organisers, it surpassed its goal of 70% separated waste
collection. Iren supported the “Dinamico Festival” of Reggio Emilia dedicated to the circus arts: a
real eco-festival that saw various actions implemented that aimed to raise public awareness and
reduce the environmental impact of the event. The support given to the “Gola Gola” event in
Parma was also characterised by sustainability through the provision of environmental services and
training of Ecofan, volunteers who helped numerous participants to implement responsible
behaviour in waste collection.

Lit nights and a race beneath LEDs. For the twelfth edition of the “M’lllumino di Meno” energy
saving campaign, the historic event of the “Caterpillar” radio show, Iren organised a series of
concerts in Turin on the topic of electricity and a non-competitive race at night in Ruffini Park, which
was entirely lit up by LEDs. Through these initiatives, Iren looked to highlight the environmental
importance of the “Torino Led” project (see page 62).

In Turin, a park instead of a power station. The 13,000-square metre site that used to hold the
Vallette cogeneration plant was converted into a park. During the development work, overseen by
Iren Energia, over 4,600 plants were planted and 15 benches and 16 LED lights were installed.
World Water Day. On March 221, in occasion of “World Water Day”, in the areas of Genoa, Parma,
Piacenza and Reggio Emilia, Iren arranged stands to taste water: a way to make residents reflect on
the quality of tap water compared to spring or mineralised water.

Good blood... gets around. Iren joined the AVIS project, collaborating on setting up points to raise
awareness about blood donation at the Group’s commercial help desks.

Santa Claus with FORMA. Iren supported the customary Christmas event of the FORMA
Foundation at Regina Margherita Children’s Hospital in Turin and promoted the initiative to Iren
employees who purchased Santa Claus costumes, thereby gathering funds to purchase equipment
able to optimise the care given to children who are taken as emergencies to the Casualty
Department at Regina Margherita Hospital in Turin.

Just the woman | am. Iren collaborated in the creation of the event by supplying electricity and
taking part in the race with 100 employees, organised by CUS Torino for International Women’s
Day, aimed at gathering funds for university cancer research.

Oncohematology Centre in Reggio Emilia (CORE). For several years Iren has been supporting
the activities of Santa Maria Nuova Hospital, which inaugurated the new hospital wing for CORE in
2016, a unique structure that brings together highly-specialised oncology research and care
departments.

National Prison Theatre Exhibition. Iren collaborated on “Destini Incrociati” (Intertwined
Destinies), the exhibition dedicated to shows put on by prisoners, which was held in the main
entertainment and culture spots in the city of Genoa.
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Areas

GIFTS, DONATIONS AND

Cultural

SPONSORSHIPS

Projects

MAB-UNESCO scholarship. Within the framework agreement to support the activities that led to
the area of Collina Po Park to be recognised as a “UNESCO MAB Biosphere Reserve’, Iren
collaborated in the creation of various awareness-raising initiatives, including funding a scholarship
entitled “Management of the UNESCO Collina Po Biosphere Reserve site of the Man and Biosphere
Programme (MAB): governance and assessment of biological and rural diversity”.

Plant visits and “Notte blu”. Every year Iren opens up its hydroelectric (Valle Orco and Val di
Susa) and cogeneration plants (Moncalieri and Torino Nord) to the representatives of Local Bodies
and Associations and its employees and their families during a day dedicated to them. 2,500
students visited the plants in 2016 as part of Project Edu.lren. In order to spread understanding of
proper waste disposal processes, Iren organised visits to the IEC of Parma, dedicated to local
administrators and schools. The “Notte blu” (Blue Night) in Reggio Emilia, which allowed over 3,000
people to visit the water treatment plant in Reggio Est, and participation in the day-time events of
the Italian Fund for the Environment were very popular, with the Rosone Plant being opened to the
public and visited by 900 people.

National Innovation Award (PNI). Iren supported the 2016 PNI in the belief that the development
and growth of its business can draw inspiration from dialogue and collaboration with innovative,
ambitious start-ups supported by solid entrepreneurial projects. The Group also supported the
regional “Start Cups” in Emilia Romagna and Liguria. In Turin, Iren and Talent Garden Torino
launched the “#Openlren 2016 — Energy that innovates" call, which allowed for the work of three
innovation scouts, digital talents, to be identified and endorsed in order support the identification and
evaluation of innovative projects, products or services that are useful to the Group’s business.
Photomarathon. Iren supported a dual initiative in Genoa (April) and Turin (September), proposing
two subjects as competition topics that are dear to the respective cities: water for Genoa and
sustainability for Turin.

Science Festival in Genoa. A national event that Iren has historically supported and for whose
2016 edition created an initiative for adults and children, called “Sei eco — logico?” (“Are you eco —
logical?”), a way to let the public explore the good practices for being a conscious citizen through
fun games. Puzzles, quizzes and comic strips helped children and their families discover the world
of water, waste and energy to encourage responsible and sustainable consumption.

“Festival del Diritto” (Festival of Law). Iren has been a partner of the Festival del Diritto in
Piacenza for several years. For the 2016 edition, which was dedicated to the theme of dignity, Iren
promoted the “Corporate Responsibility for the dignity of People and the protection of the
Environment” event, a round table on the Group’s Corporate Responsibility strategies and actions.
Iren for Theatres. Iren shares the deep cultural values and the importance that these have in the
development of local areas. That is why Iren has been a founding partner of the Royal Theatre
Foundation in Turin, the Theatres Foundation in Reggio Emilia, the Carlo Felice Theatre in Genoa
and the Theatres Foundation in Piacenza. It has also always supported the Royal Theatre in Parma.
“Gocciolina e Gocciolino a giugno” (Droplet and Trickle in June). To celebrate the 100-year
anniversary of Atena, the company organised a series of events, sponsored by the Municipality of
Vercelli, to highlight the central importance of the water resource for a sustainable quality of life,
including “Droplet and Trickle in June”, a video map and a play.

e 11 in the social sector (20.5%), among which particular
notice is given to the Diocesan Caritas of Turin for the
Temporary Residential Accommodation project and the

Iren Group focuses heavily on cultural, environmental and sports Music For Peace event in Genoa;

events that possess distinctive characteristics at a national and ~® 8 in the environmental sector (0.6%), including membership
international level and which are rooted in the local tradition of the to the Environmental Ethics Centre and support for the
areas of presence. In 2016, it provided a total of 179 sponsorships environmental projects of numerous Emilia Municipalities;

and 41 donations.

In regards to donations:

110

e 1in the sports sector (0.2%), in the form of support for the
non-profit, HB Basket Torino Onlus;
e 1local entertainment project (0.1%).

20 were to cultural and innovation initiatives (78.6%),

including support for the Royal Theatre in Parma and

The 179 sponsorships were divided as follows:

membership to the Theatres Foundation of Reggio Emilia, e 53 in the cultural sector (53.2%), including the Turin Jazz

the Royal Theatre Foundation of Turin, the Theatres Festival, “Festival Cinemambiente” (Turin), Science Festival
Foundation of Piacenza and the Carlo Felice Foundation in (Genoa), the European Photography event (Reggio Emilia),
Genoa; the “Festival del Diritto” (Piacenza) and the Festival Verdi
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(Parma);



e 71in the environmental sector (14.9%), in support of various
projects presented by the Municipalities in the Emilia
Romagna region;

e 19 in the sports sector (5.4%), including the Pre-Olympic
Basketball FIBA Tournament and the Mixed Gran Prix of
Fioretto (fencing);

e 10 in the social sector (6.6%), amongst which we should note
the “Piazza dei Mestieri” Foundation, which promotes
professional training for teenagers, and the inauguration of
the CORE wing at Santa Maria Nuova Hospital (Reggio
Emilia);

e 26 local entertainment projects (19.9%).

DONATIONS AND SPONSORSHIPS PER AREA

Other Areas
6.4%

Piedmont 31.6%

Emilia Romagna
31.7%

Liguria 30.3%

INFRASTRUCTURES AND SERVICES
FOR COMMUNITIES

The development of local communities is one of the strategic
pillars of Iren Group which identifies the focus for growth and
shared economic and social development in the current and future
local areas of presence. All of the activities are planned and
carried out with awareness of the corporate responsibility that the
Group has towards the communities and local areas: produce
wealth while protecting the environment and respecting the
expectations of the stakeholders.

The Group has adopted specific procedures which allow prompt
and effective communication in the event of faults, service
interruptions and inconveniences caused to residents, acting within
the timeframe defined by sector legislation. For activities in the
electricity, gas, water and district heating sectors, it also complies
with the guidelines specified by AEEGSI. In addition to managing
compliance with legislation, the Group has developed voluntary
codes and regulation (internal requirements and procedures) and
adopted initiatives that mitigate impacts on the health and safety of
the public arising from the activities carried out.

The main activities of the Group that impact the community and
local area are:

e production of electrical and thermal energy. Iren actively
strives to develop renewable and other similar energy
sources. The management of activities of the thermal energy,
thermoelectric and waste-to-energy plants are described in

internal procedures and conducted in compliance with the
requirement of the Law. Emissions are constantly monitored
and controlled. Investments for the optimisation of the energy
efficiency of plants are constant. All energy production plants
are equipped with control protocols, both in compliance with
environmental legislation (ISO, EMAS), as well as in
accordance with the provisions of Control Authorities. Iren also
intends to further extend its district heating system to reach
100 million cubic metres of volume heated by 2021. In regards
to the construction of new plants, all construction and
management phases are evaluated, with particular attention
dedicated to assessing the impacts generated by the presence
of construction sites. Audits are carried out on the work of the
companies’ personnel for all contracted activities in compliance
with the directives adopted in the context of the Integrated
System (Environment, Safety, Quality);

waste collection and management. Iren is committed to
managing waste across all stages: collection, selection,
transport, treatment and disposal, contributing to the
recovery of material and energy production resulting from
these resources, thus reducing the use of non-renewable
natural resources;

water sector. The Group constantly monitors network leaks
that can cause significant water wastage: network control,
extension and maintenance interventions are completed with
the aim of minimising inconvenience for residents. The high
quality of water supplied is ensured by continuous analytical
controls carried out over the entire route: from the withdrawal
at the source to ftreatment, filtration and disinfection
processes, and from storage to the various points of the
distribution network. In regards to wastewater treatment, Iren
strives to maintain high operational standards of its plants in
compliance with the limits set by current authorisations and
to constantly inform the local community concerning the
functioning of the plants themselves;
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e gas distribution. The Group is committed to reducing the
number of network leaks through the gradual renewal of the
network (elimination of cast iron pipelines and reduction of
the steel network without cathodic protection). The proper
management of plants and gas networks, the use of
appropriate resources and the use of suitable tools, together
with continuous monitoring, are the main elements in
preventing potential impacts or accidents. These elements
are subject to constant analysis and improvement measures
in order to continuously increase their effectiveness, while
respecting efficiency. Furthermore, in order to reduce the
inconvenience for Local Communities, residents, economic
associations and Municipalities are involved in defining the
schedules and time for the construction sites;

o electricity distribution. In regards to the management of
electricity networks, one of the main objectives is constantly
keeping plant service levels in compliance with the current
legislation . Amongst network elements, the meter, placed in
customers’ homes, undergoes random testing at the
purchasing stage;

e management of construction sites and other services.
When managing construction sites relevant to scheduled
activities that can potentially create inconvenience for the
public, the Group is committed to reducing the impact on the
local area to a minimum, coming to an agreement with
stakeholders on the schedules, times and operational means
of the construction sites for the works to be carried out,
identifying strategic periods throughout the vyear (for
example, during August), in order to minimise the impact on
the public, with particular attention to disadvantaged groups
and economic activities. When planning and managing the
public street lighting and traffic light service, the impacts on
the health and safety of the public are constantly analysed
and monitored. By way of example, the careful selection of
materials can be mentioned, such as those to be used in
LED devices or traffic lights with zero photo-biological risk.

In the construction of new plants and infrastructure, the Group
implements constant dialogue with Local Bodies and regional
stakeholders, through various channels: Local Committees,
conferences, meetings, seminars, social media, broadcasting,
environmental education projects, guided plant tours, etc.

Before beginning the authorisation procedure for the construction
of new infrastructures, Iren believes it is crucial to conduct
information meetings with the local communities, illustrating the
usefulness, the impact on the local area and the project in detail.

The construction of new plants entails Environmental Impact
Studies, with an assessment of the environmental, social and
economic features of the local area, as well as the attainment of
all authorisations required by current legislation.

During the construction phases of the new infrastructure, Iren is
committed to engaging in dialogue with the public and local
institutions, in order to consolidate its relationship based on
transparency and correctness of information.

112 Sustainability Report 2016

There was no migration of communities consequent to the
construction of new plants.

) . i \ \ o
In 2016, dialogue with stakeholders and local communities
concerning the development of new plants, or of existing plants,
can be summarised as follows:

o in the Piedmont area, the focus was on the district heating,
energy (energy efficiency) and environmental sectors. In
Turin, attention turned to the creation of a new green area
converted from the former Le Vallette plant and the extension
of the urban district heating network. Meetings and
information sessions continued with Districts and the City of
Turin on innovative solutions for LED public street lighting
(“Torino Led” project), on projects concerning the energy
efficiency of buildings, as well as the development of smart
city network systems. In the environmental sector, AMIAT
promoted information campaigns on proper separated waste
collection and a project that aimed to raise awareness
amongst the many foreign communities residing in Turin on
topics of separated waste collection and recycling.
Furthermore, the district heating development projects
continued in Asti (the authorisation procedure is under way)
and in Grugliasco, as well as the project for the creation of
district heating in Beinasco. The relationship leading up to
the acquisition of the controlling share in the company Atena,
based in Vercelli, is also relevant.

e in the area of Emilia Romagna dialogue and discussion
continued with local stakeholders on the Integrated
Environmental Centre of Parma, waste management and in
particular, new methods of separated waste collection, as
well as topics related to the energy efficiency of buildings
and, in general, the optimisation of the use of energy
resources;

e in the Liguria area, in 2016 dialogue with institutional
stakeholders continued, especially on issues related to the
construction of new treatment plants in the Genoa ATO, as
well as Iren’s participation in the scheduled tender for
selecting the strategic partner of AMIU and extraordinary
transactions implemented in the area, with the acquisition of
water concessions from SAP and the establishment of the
company IRETI.

To protect members of the community, Iren has strengthened its
stakeholder engagement tools in recent years in order to



consolidate its relationship with the area and develop a long-term
strategy. To report a breach, there are many instruments at the
disposal of the stakeholders: written communications via mail, e-
mail, fax, social media channels. All communications are
considered and every stakeholder receives a response in regards
to their reports; written reports by mail are documented and sent
to the competent departments, which see to the appropriate
checks.

In 2016, 2 sentences became final for breaches to regulations
concerning local communities. There were no instances of
disputes or breaches in the voluntary regulations and codes
concerning the health and safety of the public and the local
communities. Lastly, 9 grievances about impacts on society were
received, addressed and resolved through formal grievance
mechanisms.

From an insurance perspective, there were no accidents or
injuries that occurred in the local community due to Group activity.

MANAGEMENT OF EMERGENCIES

The Companies of Iren Group have emergency plans which
contemplate the most likely environmental and safety emergency
scenarios, which aim to demonstrate:

e the organisation and Coordination Centres set up to address
the emergency situations that could arise within the activities
carried out by the Group;

e the management of information and relationships with the
Prefectures, Civil Defence, Civil and Military Authorities,
Regions, Provinces and Municipalities, including their relative
operation rooms.

These plans have been drawn up to respond to potential
accidents and alarm situations, which could occur after a natural
disaster, explosions or fires, as well as preventing and mitigating
the consequent damage to people and/or the environment.
Emergency personnel have been identified at each site and plant
and have been trained and are regularly updated. The various
emergency scenarios envisaged by the plans are simulated
regularly and evaluation drills are carried out every year with the
involvement of all personnel present. The results and outcome of
the simulation are documented in a specific report that highlights
any critical issues found, from the sensitive elements, in order to
promote continual improvement. After careful consideration, in
2017 it was decided that evacuation drills would also be planned
for unsupervised sites that are deemed critical, such as gas and
electricity substations.

Emergency situations connected to possible environmental
pollution during the normal operation of plants, or due to
mechanical failure of instruments of control or measurement of
chemical physical operating parameters, are managed in
accordance with criteria of immediate action on the fault, by
specialised personnel, 24/7, via the request and call of on-call
technicians. The action aimed at fixing the failures occurs in the
minimum time needed to carry out works.

“Emergency service” activities in the face of foreseeable scenarios
are regulated by the relevant company procedures, specific to the
various types of plant and network.

Procedures and instructions for managing emergencies were
issued after receiving environmental and safety certifications.

Regarding gas and district heating distribution system
emergencies, an organisational procedure and specific
emergency plans establishing the responsibilities, activities,
organizational structure and skills necessary to ensure a rapid and
effective management have been defined in order to:

e carry out the safety operations for distribution systems;

e identify the causes of the emergency and eliminate them as
quickly as possible;

e  prevent accidents that could result from the emergency;

e minimise the effects of the emergency;

e plan operations to restore the normal working conditions of
the distribution systems;

o define ways to collect, register and submit information related
to the emergencies.
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COMMUNITY AID

CREDIT MANAGEMENT

Iren Group has defined a credit management Protocol for
centralised building supply, starting with the Reggio Emilia area.
The Protocol aims to share the credit management procedure for
buildings with centralised utilities with the social actors
(customers, Associations for condominium administrators,
Consumer Associations, Trade Unions, Social Bodies, etc.). This
Protocol provides for the possibility of entering into recovery plans
in the event that a part of the building has difficulty in paying bills,
thereby helping residents/buildings with financial hardship caused
by the economic situation in recent years.

A similar Protocol was signed with a focus on the option of
individualizing water supplies in the event of non-payment by the
building, in order to avoid inconvenience for customers that are
up-to-date with their payments.

ACTIONS IN THE EVENT OF DISASTERS

The Group shows its closeness to Communities affected by
serious natural disasters, not only in the areas in which it works,
by giving support to Local Administrations and aid and welfare
institutions, but also by making employees and vehicles available.

Following the major earthquake on August 24t 2016 that
severely affected the people of central Italy, the Group - in
collaboration with Trade Unions - gave a contribution to Civil
Defence, amounting to over 90,000 Euro, half of which was
donated by employees through the devolution of their working
hours while the other half was matched by the Group.

Furthermore, funds normally intended for implementing end-of-
year meetings with Group personnel, combined with a significant
company contribution, were used to support a project aimed at
securing the “Borgo Ovest” school in Rieti, which was damaged
by the earthquake.
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Institutions

IMPORTANT TOPICS

Dialogue with Public Authorities: relations and dialogue with
Public Authorities, and more in general, with public politicians,
play a critical role for the activities of the Group as they are
means to addressing and outlining governance strategies in
relation to energy and

the environment, producing impacts for local areas and for the
entire country that are ever-more efficient and sustainable.

Compliance with laws and regulations: this issue is
important because Iren Group considers essential the
proactive management of compliance, through the monitoring
and the debate with regulatory Authorities, to anticipate
scenarios and regulatory changes, as well as to carry out an
effective assessment of risks.

Fighting corruption: the topic is extremely relevant for all
parties that play an entrepreneurial and corporate
responsibility role in regards to stakeholders. The fight against
corruption is intrinsic to the values pursued by Iren Group
which are set out within its Code of Ethics.
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RELATIONSHIPS WITH
INSTITUTIONS

Iren Group, as also indicated in its Code of Ethics, actively and
fully cooperates with the Public Authorities, pursues the objectives
indicated by the relevant Public Institutions and effectively
cooperates with the authorities/institutions responsible for
regulating and supervising local public services. These are
objectives that the Group pursues, combining them with its
mission and with the need for managerial and organisational
autonomy, characteristic of any economic operator.

POSITIONS ON PUBLIC POLICY AND
PARTICIPATION IN THE DEVELOPMENT
OF PUBLIC POLICIES

Iren Group interacts with authorities, regulatory and supervisory
Bodies and trade Associations, regarding these partnerships as
being of strategic importance, particularly in the current socio-
economic climate.

The continuously changing legislative framework is a complex
element for the public services sector.

The transformation in consumption habits , the constant
technological development of network services, digital innovation
and the spreading of new and modern contact channels are
gradually increasing customer attention.

Technological opportunities allow for more efficient production
structures and profoundly innovate supply, making it increasingly
possible to enhance the service portfolio. The continuing financial
crisis of local Institutions requires even greater attention to the
reduction of service management costs and the possibility of
sourcing the necessary resources to launch innovative and
sustainable projects through external forms of funding.

In 2016, Iren Group took part, both directly and through the trade
Associations of reference, starting with Utilitalia and Confservizi,
in the institutional debate and discussion on the innovation of local
public services, and the development of the market and regulated
services, promoted at governmental and local level with the goal
of giving multi-utilities greater scope for flexibility and innovation
so that effective future growth strategies can be developed.
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Multi-utilities play a role that goes beyond the mere supply of
services: they are key players in the ability to compete within an
area and promoters of new well-being and development.
Indeed, they are an important driver for the creation of new value,
jobs, innovation and synergies with other production sectors,
thanks to their capacity to develop expertise, to plan in the
medium-to-long term and to generate returns and investments.
Iren has contributed to these topics in institutional meetings and
when entering into dialogue with the various stakeholders and at
conferences, seminars, workshops and trade association round-
table discussions at national and international levels.

From a regulatory perspective, the Group concentrated its
activities on the development of public policies relevant to all the
business sectors in which it operates (energy, gas, waste,
networks), by participating in consultations, hearings before
Chambers (both directly and through the trade associations it
subscribes to) and by promoting direct meetings with the
Authorities involved.

In particular, the topics observed in the various sectors are
summarised below:

o energy business - market reform/updating (capacity market,
MSD revision, adjustment on imbalances), reform on the
allocation of capacity at return points that power generation
plants, introduction of district heating regulation;

e market business - reform of protected market, revision of
sale components (electricity and gas), reform of gas
balancing, transport and settlement, regasification (combined
capacity and storage auctions, tariffs for the actual
recognition of costs incurred and revenue coverage factor);

e environment business - support for incentives for
renewable sources and biomethane, the conferral of
environmental powers to the Authority, monitoring of the
legislative framework of reference (implementing DPCM
"Unlock Italy", Connected Agriculture and the introduction of
tariff mechanisms), tenders for awarding the service;

o network business - tariff regulation (recognition of operating
costs and investments) and on the quality of the electricity
service, second-generation electric smart meters, electric
smart distribution system, network code, non-payment,
safety obligations, gas tenders, changes in the contractual
quality protocol and the introduction of technical quality
regulation in the water sector, tenders for awarding the water
service, adaptation of national equalisation and type
agreements.

All business units saw the monitoring of the following topics:
unbundling and compliance, Remit implementation, the
implementation of the MAD-II Directive (Market Abuse) and the
MAR regulation and the procedures of the Antitrust Authority
(AGCM).



RELATIONSHIPS WITH TERRITORIAL
AUTHORITIES

In 2016 our constant discussion with Local Authorities and
Territorial Authorities focused on two topics in particular:

e the creation of an expert task force dedicated to identifying
intervention priorities on the main pipelines and the division
of areas into districts within the water networks within Genoa,
especially following on from a few faults that occurred
between the summer and autumn of 2016. Together with the
Local Government of the City of Genoa, a collaboration has
been launched with the University of Genoa aimed at
studying the materials of the ducts that are of greater
obsolescence;

e upgrading of treatment plants in the City of Genoa in order to
bring it in line with European Infringement procedures on
wastewater treatment, which led to the inauguration of the
new Paradise Gulf inter-municipal plant in Recco and the
identification of the areas for the construction of new
treatment plants for the Gulf of Tigullio (resolution of the
Mayors' Assembly for the Ramaia site in Sestri Levante and
the site on the Lido di Chiavari), as well as the progress of
works for the creation of the treatment plant in Rapallo and
the planning of the plants of Ronco Scrivia, Torriglia and
Arenzano/Cogoleto. Furthermore, the construction of the
mountain aqueduct pipelines to connect the large Genoa
reservoirs with all the Municipalities of Valle Scrivia
continued, as well as the restoration measures and the
updating of the plants and networks severely damaged by
the floods in 2014 and 2016 in the Genoa area and
interventions on the aqueduct network of Paradise Gulf and
the Gulf of Tigullio Orientale to overcome the water
emergencies that occurred in recent years;

e the entry into force of the second regulatory period
2016/2019 for the tariff of the integrated water service.
Constant dialogue with the Territorial and Local Authorities
has allowed us to achieve the right balance between tariff
increases and the need for local investment, in compliance
with the requirements laid down by law;

e alignment of current documents with the new type agreement
for the integrated water service as determined by the
AEEGSI legislation.

In the Reggio Emilia area the installation of water dispensers
continued in another 2 municipalities, bringing the total to 62
dispensers now operational. During the summer the reuse plant for
irrigation purposes became operational, using water from the Reggio
Emilia wastewater treatment plant, co-financed by the Emilia
Romagna Region. This work allows for around 6 million cubic metres
of water to be reused and fed into recovery channels each year.

The meetings managed by Atena for the strategic and Technical
committees continued in the Vercelli area.

At the end of 2016 the transferral of concessions to Acque Potabili
S.p.A. was defined with the consequent expansion of Ireti's

perimeter of competence.
N l E
v': d

1
TRADE ASSOCIATIONS OF WHICH THE
GROUP IS A MEMBER

In order to create opportunities for discussion and collaboration
with other companies and to facilitate regulatory and technological
compliance, Iren Group is a member of several national and
international technical associations in the water, environmental
and energy fields, briefly described below.

Utilitalia, federation that brings together public service
Companies that operate in the water, environment, electricity and
gas sectors, acting as their representative with European and
national Institutions. It was created from the merger between
Federutility (water and energy services) and Federambiente
(environmental services). It offers support and refresher and
training courses, as well as consultancy on contractual, legislative,
operational, tax and legal aspects.

Confservizi (at a national and regional level), a trade union that
represents, promotes and protects companies and bodies that
manage public services such as water, gas, electricity,
environmental health and local transport.

Confindustria (regional branches of Genoa, Piacenza, Reggio
Emilia and Turin), the leading organisation representing
manufacturing and service companies within ltaly that is tasked
with contributing to the economic growth and social advancement
of the country, alongside political institutions and economic, social
and cultural organisations.
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Assonime, association of Italian Joint-Stock companies. It works
to improve industrial, commercial, administrative and tax
legislation in Italy and represents the views of the companies
within Italian, European and international institutions.

Anfida, national association of private water works companies
that belong to Confindustria which promotes solidarity and
collaboration between its member companies, organises studies
on topics of interest and acts as their representative with private
and public authorities, organisations and administrations.

AIRU, ltalian Urban Heating Association, which represents sector
operators with the aim of promoting and disseminating plant
engineering innovation and its application.

EHP - Euro Heat and Power, international association that
represents the district heating and cooling sector and
cogeneration sector within Europe.

AssoRinnovabili, association that brings together and represents
producers and suppliers of professional services, technologies
and components, which is active within the renewable industry to
protect rights and promote their interests both nationally and
internationally.

RES4MED - Renewable Energy Solutions for the Mediterranean,
a non-profit association founded as a network of utilities,
industries, companies and suppliers of technical services,
research institutes and academia involved in promoting clean
energy solutions to the countries in the Southern and Eastern
Mediterranean.

The participation process for Group Companies within these
Associations began in 2015 and continued in 2016 with the
effective streamlining and subsequent greater coordination of
memberships to sector and trade Associations, Research and
Study Centres and Authorities to promote innovation and
internationalisation.

CONTRIBUTIONS TO POLITICAL
PARTIES AND INSTITUTIONS

As established by our Code of Ethics, "Iren does not pay
contributions, either directly or indirectly nor in any form, to
political parties, movements, committees and organisations or
trade unions, or their representatives and candidates, except
where owed in accordance with specific legislation". Iren
collaborates with Institutions, also financially, for specific projects
that are attributable to the mission of the Company and, in
particular, for projects that contribute to the economic, social and
environmental sustainability of the areas of reference: these
collaborations are always implemented on the basis of clear
documentation of the resources used.

MEDIA RELATIONS

The Group manages national and regional media relations
activities concerning economic-financial, institutional and service
aspects, as well as other topics connected to sustainability. During
2016 it continued to play an important role for the local and
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national press as a major ltalian player in the management of
environmental, energy and water services, due to the dimensional
and business characteristics of the Group.

Particular media attention from the Italian press was received for
the important acquisitions of new companies and the presentation
of the 2021 business plan, while the local press focused on topics
related to environmental initiatives, customer relations, energy
saving, water quality and water saving, as well as the construction
and management of plants in the area.

Media relations help ensure a constant, timely and transparent
flow of communication for all stakeholders and involve systematic
relations with local and national journalists that are managed
according to the principles of availability and transparency, with
the awareness of the affinity of the Group to the local area and to
the needs of the communities. The Group's press office monitors
the media to guarantee that the management is constantly aware
of public opinion and the views of the financial community and the
local areas of reference.

Of particular importance in 2016, were the meetings with
journalists from local publications, organised in the various areas
in collaboration with the Association of Journalists of Piedmont,
Liguria and Emilia. These meetings allowed the journalists to get a
deeper understanding of Iren's business, as well as the gradual
changes in information and the new media that led to a change in
company communication.

Another initiative that also involved journalists, in addition to the
representatives of the Local Committees and residents, was the
series of meetings concerning the topic of "Corporate
Responsibility for the dignity of People and the protection of the
Environment" where Iren Group discussed its corporate
responsibility strategies and actions.

CORRUPTION PREVENTION

In performing its activities, the Companies of Iren Group
frequently enter into relationships with Local Authorities and with
third parties, which must be developed in compliance with the
principles established by the Code of Ethics and the Model of
organisation, management and control in accordance with Italian
Legislative Decree 231/2001, which provides the guidelines and
codes of conduct, insofar as possible, that aim to prevent the
commission of offences pursuant to the Decree. Company
processes are also regulated by specific procedures defining



roles, responsibilities and methods of control, establishing the
traceability of processes and the clarity of authorisations to ensure
transparency and honesty in the company’s activities.

In 2016, mapping was carried out for processes and self-
evaluation of 231-related risks, through which the processes and
the “sensitive” company areas with a potential risk of commission
of the crimes indicated in the Decree were identified within the
activities carried out by the Company.

In particular, sensitive activities at risk of corruption were
identified, for which suitable internal rules were provided to
supplement the Code of Ethics (general control principles and
specific conduct and control protocols), such as, but not limited to:

o the selection and creation of contractual relations with the
suppliers of goods, services or works;

e selection and management of consultancies (public and
private parties);

e personnel selection, hiring and management;

e management of sponsorships, events, gifts and donations;

e management of relationships with public parties to attain or
renew authorisations, licences and concessions for carrying
out corporate activities;

e management of public grants, payments and contributions
(even training).

Based on this risk audit, the Models of Organisation, Management
and Control of each individual Group company includes conduct
protocols and organisational and operational monitoring that aim
to prevent crimes from being committed. The risk evaluation and
audit activities concerning the issue of corruption are therefore
indirectly carried out within the context of broader risk mapping
and audits on internal control systems for activities and
processes.

The mapping of processes, risk self-assessment, the preparation
of the Model of organisation, management and control, the review
and approval of the document by the Board of Directors, the
dissemination of the document and training pertaining to it, are
training activities on anti-corruption for each of the parties involved
in the various aforementioned activities.

Furthermore, the online training course given to employees,
including new hires, was completed and concerned amendments
to Italian Legislative Decree 231, introduced in May 2015,
regarding environmental crimes, undue inductions, corruption
among private parties and the employment of illegal immigrants.

Note that in 2016 there were no instances of corruption.

Communication and training on corruption prevention policies and

procedures

Employees trained on the Code of Ethics and anti-corruption policies 308

and practices
of which Senior managers
of which Junior managers
of which White collar workers
of which Blue collar workers

COMPLIANCE WITH LAWS AND
REGULATIONS

The link between Iren Group and the life of the local communities
and territorial development is based on a commitment to
constantly connect company growth to compliance with laws and
regulations, conserving the quality of the environment and
promoting the protection of natural resources based on principles
of sustainable development.

To this end, the impact of the regulatory variables on the Group's
results is constantly evaluated — through the quarterly preparation
of a Regulatory Framework by the Regulatory Affairs Department
— which looks to identify and implement the most suitable plan of
action. The ltalian and international regulatory framework is
constantly supervised and monitored by the same Department,
through the following activities:

e reporting, analysis and summaries concerning the
transposition of updates on the subject and the interpretation
and application of legislation of interest;

no. % no. % no. %
485 2179 35.05 58 1.27

17 17.89 31 3735  N/A N/A
34 1382 124  50.61 N/A N/A
256 8.71 2007 689 N/A N/A
1 0 17 0.57 N/A N/A

the coordination and directing of company departments
assigned, either directly or indirectly, to comply with
information obligations by sector Authorities;

e the coordination and support of the company departments in
managing the "Antitrust Risk" and the "Regulatory Risk".

Furthermore, the Legal Affairs department studies provisions
related to the sectors in which the Group operates, provides
support and legal advice to all the structures of the Parent Group
and Business Units and participates in working groups on the
topics that involve the Parent Group or Business Units. Lastly,
every quarter the Legal Affairs Department, with the support of the
Business Units, drafts and disseminates the regulatory
amendment, which contains the main legislations for the sectors
in which the Group works.
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Shareholders and financial backers

IMPORTANT TOPICS

Economic development and value for local areas: is the
main topic on which the strategy of Iren Group is based, with
the objective to guarantee the creation of value for the
shareholders and for all stakeholders. Economic development
is critical for the Group and is extremely important for the
economic, social and environmental impacts that it can
generate for the communities and territories in which the Group
operates.



if

RELATIONS WITH
SHAREHOLDERS AND
FINANCIAL BACKERS

Iren Group aims at creating value for its shareholders, through
growth strategies and adequate management policies.

Moreover, the Group constantly seeks to guarantee transparent,
complete and timely communications by means of various
methods, such as presentations to the financial community, press
releases, the website and direct relations with analysts, investors
and financial backers.

SHAREHOLDERS

At 12/31/2016, the most significant Group shareholders, meaning
shareholders that hold a stake in the company (including savings
shares), directly or indirectly, are represented in the graph below.

SHAREHOLDING STRUCTURE OF IREN SPA
(% OF TOTAL SHARE CAPITAL)

Finanziaria Sviluppo
Utilities 33.30%

Other Shareholders
35.95%

Municipality of Reggio

Finanziaria Emilia 7.77%

Citta di Torino 'Y 7.40%

Kairos Partners SGR 3.44%
Municipality of
Parma 4.64%

Piacenza and other Emilia
Municipalities 7.50%

() Savings shares without voting rights

RELATIONS WITH FINANCIAL ANALYSTS AND
INVESTORS

Iren Group has always been involved in an intense activity aimed
at reinforcing the relationship of trust between the company and
the shareholders and, at increasing interest and knowledge of the
Company, with Italian and foreign analysts and investors.

In 2016, relations and opportunities for contacts with analysts and
investors intensified, also following particularly positive
performances recorded by the Group, which wholly benefited from
the efficiency process that was strengthened by the presentation
of the 2021 business plan. Increased interest can be added to
this, resulting from a greater recourse to the bond market than to
the banking channel. In 2016, the portfolio of institutions that
covered the bond included: Banca Akros, Banca IMI, Equita,
Fidentiis, KeplerCheuvreux, Intermonte and Mediobanca.
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2016 was characterised by particularly significant financial
communication that continued the improvement and intensification
trend that began in 2015. As with previous years, Roadshows
remained the main tool for introducing Iren to Italian and foreign
institutional investors, both in terms of equity and credit. The
Group participated in 15 events, mainly concentrated within Italy,
and visited some of the most important financial markets, both
European (London, Paris, Zurich) and American (New York,
Boston), coming into contact with over 100 funds, mainly as one-
to-one meetings. Of relevance was the direct day-to-day contact
with the manager of institutional funds, which became increasingly
important due to the decrease in sell-side analysts caused by the
economic crisis of recent years.

Retail investors, on the other hand, were able to contact the
Group by telephone or e-mail and were able to make use of the
“Investlren” information tool, the dedicated newsletter exclusively
for private investors. In addition to this, a link on the website
www.gruppoiren.it is available that allows for the presentation of
the quarterly results to be listened to live through the webcasting
service.

The attention that institutional investors give to environmental,
sustainability and governance topics is increasing. In particular,
good Corporate Governance that is able to make the Group
efficient, dynamic and stable is a discriminant factor in the
investment choices of the main players in financial markets. Any
economic or financial performance, in fact, must be assessed
based on its repeatability or potential for improvement in the
following years and this can only happen thanks to rules of
corporate governance in line with best practices. From this
perspective, it is important to emphasise that market appreciation
for the Group's Governance is also reflected by the performance
of the bond, which has seen its value increase by over 65% in the
last two years.

PERFORMANCE OF THE IREN BOND IN 2016

In 2016, the FTSE Italia All-Share reported a decrease of 6.8%,
which was mainly linked to the negative performance of the
banking sector. This result can also be attributed to the effects of
the ongoing situation of uncertainty and the fragility of the global
economy, marked by oil weakness, especially in the first part of
the year. Within this macro-economic context, the Iren bond grew
by around 7.4%, recording - for the second consecutive year - the
biggest increase in value among its most direct competitors. This
performance mainly results from the positive performances
reported by the Group during the year, connected to the
efficiency, integration and growth projects outlined in the 2021
Business Plan.

The bond is listed on the Italian Stock Exchange in Milan and is
included in the following financial indexes:

e FTSE All Share, the stock index that includes all the shares
listed on the electronic market of the Italian Stock Exchange,
with the exception of micro-capitalised Companies;

e FTSE Mid Cap, the section of the FTSE All Share that
includes the shares of medium-capitalised Companies;



e FTSE ltalia Servizi Pubblici, the sector index that includes

the shares of Companies that operate within public services.

VOLUMES AND PRICE TREND OF THE IREN BOND

PRICE

The Group is also present on the FTSE Environmental
Opportunities index group (see page 35 — Ethical Indexes).

VOLUMES

..muhh.l“lmmmdhnm.mlhmmmum.
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FINANCIAL BACKERS

Iren has relations with leading ltalian and International Credit
Institutions, and has access to the capital market in order to
research the most suitable forms of financing for its needs and the
best market conditions. Iren has also implemented an
organisation and management model focused on the resources
and financial risk management with the objective of financial
optimisation for all of the companies of the Group.

The sustainability of the financial profile of the Group has always
been one of the key strategic elements for Iren. During 2016, the
focus on this aspect was also confirmed by the “Investment
Grade” BBB- rating (assigned by the Fitch agency) with a stable
outlook that is mainly linked to the balanced mix of the business
portfolio between regulated and quasi regulated activities, the
liquidity profile, the solidity of the shareholding structure and the
Group strategy, which form the basis of the 2021 business plan,
as well as the positive results achieved in the last 12-18 months.
These reasons are reconfirmed for the assignment of the “BBB”
rating (a notch higher) on the EMTN program and the bond
issues. In support of the Group's liquidity profile and the rating
level, committed credit lines were contractually agreed which, as
at 31 December 2016, amount to 140 million Euro.

In particular, the new loans were granted to support investment
plans and, by confirming the trust held by the financial system in
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regards to the Group's development projects, they allow for the
suitable balance between financial exposure in the short and long
term to be maintained.

During the first half of 2016 a medium/long term banking loan was
finalised and utilised for 20 million Euro. With reference to loans
with the European Investment Bank (EIB), in December a share of
50 million Euro was used on the EIB Idro loan of 150 million Euro,
which was signed in December 2014, and an increase of 30
million for the same credit line was finalised. The EIB Idro loan for
a total of 180 million Euro at 12/31/2016 is currently available for
80 million, which is in addition to the 130 million of EIB Waste and
TLR financing that have not yet been used and were fully
available until the end of 2016. With EIB, the consolidation activity
for loans to support the Group's investment program continues; in
December a technical appraisal for a new line of credit amounting
to 75 million Euro for investments on electricity distribution was
begun, which should conclude in the first quarter of 2017 with the
signing of a new loan agreement. This transaction, which further
strengthens the collaboration with EIB, emphasises the focus that
Iren has always placed on environmental sustainability, social and
economic topics.

In regards to transactions on the capital market, on 18 October
2016 the BoD resolved the renewal of the EMTN program for
bond issues with an increase of 1.5 billion Euro, for which the
placement, on 2 November, of a new bond for 500 million Euro in
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the form of Public Placement was completed with great success 2019, 2020, 2021 and 2022, which concluded with the early
and which will have a duration of 8 years. Also in order to optimise  repayment of bonds issued previously for a total amount of 150
the financial structure of the Group, various liability management  million Euro. Lastly, bank loans of 200 million Euro were repaid
activities were carried out to take advantage of favourable market  early.

opportunities. In particular, at the same time as the new Bond was

issued, a Tender Offer was begun for all the bonds that expire in

IREN BONDS IN CIRCULATION AT 12/31/2016

Bond amount A_moun? L AL Bon_d P.’i"‘? .

(€/000) circulation coupon duration Emission Rating
Eurobond 2024 XS1511781467 500,000 500,000 0.875% 8 11/04/2024  98.974 BBB
Eurobond 2022 XS1314238459 500,000 430,000 2.75% 7 11/02/2022  99.398 BBB
Eurobond 2021 XS1086104681 300,000 186,273 3.00% 7 07/14/2021  99.225 BBB
Private Placement  XS0979548954 260,000 185,120 4.37% 7 10/14/2020  100.783 n.a.
Private Placement  XS1030889411 100,000 89,100 3.00% 5 02/11/2019  98.728 n.a.
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Future generations

IMPORTANT TOPICS

Sustainability education: this topic is important for Iren Innovation: this is the compass that guides Iren Group

Group, given that it believes that education is the most towards an open innovation model that aims to be operational,

effective and strategic way for the affirmation of a culture of applicable to all business and focused on the achievement of

sustainability and innovation. the objectives of efficiency, improvement of service levels and
the creation of new development opportunities, in order to
anticipate the new needs of residents, customers and
territories.
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SUSTAINABILITY
EDUCATION

For many years now Iren Group has been presented within the
scholastic world as it believes education to be the most effective
and strategic means of asserting a culture of sustainability and
innovation. Through the Edu.lren project, a catalogue is available
of free training proposals for students and teachers within the
school system (both private and public), which is a collection of
educational materials and projects on sustainability, water, energy
and environmental topics. 110 plants are open to visits by
students and residents, in line with the Group's philosophy and
values of transparency.

]
The training offer is available on paper, sent to the schools in the
areas in which Iren is present and to its Partner Municipalities,
and on-line at the Group's website, so that it can be accessed
easily and immediately by students and teachers.

Edu.lren: 89,890 students and 729 schools
involved in sustainability education projects

In the 2015/2016 school year, guided plant tours, educational
workshops, in-class lessons, educational games and other
proposals from the Edu.lren catalogue, together with the
sustainability training courses for teachers and educational projects
- promoted in schools by the individual Municipalities and supported
by the Group - recorded 89,890 contacts and 729 schools in the
Reggio Emilia, Liguria and Piedmont area. A significant number of
people took guided plant tours, exceeding 10,000 visitors, 3,694 of
which at TRM in Turin, also thanks to the educational project that
makes the waste-to-energy plant in Turin a unique plant nationally.
Over 1,300 people visited the IEC in Parma.

For the Reggio Emilia area, the projects created in collaboration
with parties present in the local area and nationally are of
importance. All the schools of the Apennine Mountains of Reggio
took part in “Project Battery”, promoted together with the
European Recycling Platform and WWF ltaly. This is an
educational project that exceeded 1.7 tonnes of collected
batteries, thanks to the commitment of 2,100 students and their
families. All the Primary Schools in the Municipality of Parma took
part in “La Buona Compagnia non si rifiuta” (Good Company
Shouldn't Be Wasted), a dynamic focus campaign, promoted
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together with the Municipality and Tetra Pak, which aimed to
provide information on the correct means of separating drink
containers through the provision of educational material and a
theatre performance. A collaboration with Coop Alleanza 3.0, the
Municipality of Castel San Giovanni and AUSL was developed in
Piacenza, through “Famiglie sostenibili” (Sustainable Families).

The collaboration with the Educational Giocampus Project was also
strengthened, promoted by the Municipality of Parma, Barilla, Coni,
the University of Parma and Cus Parma, which saw Iren share
some sustainability projects through workshops and through the
presence of the Mobile Environmental Centre during the summer
period. The project involves 8,000 children during the school year
and the summer period. Iren has been a member of the project
since 2016.

The collaborations in Turin and Piedmont were also important. They
began with Piazza dei Mestieri with various events and an initiative
on food waste in partnership with the Piedmont Food Bank, to further
develop the “Le settimane della Scienza” (“Weeks of Science”) and
‘Le Settimane della Scienza a scuola” (“Weeks of Science at schoal”)
with Non-Profit Science Centre Organisation. The La Loggia plant
saw the organisation of one of the first Italian actions for World Fish
Migration Day, which also included the participation of the Regional
Natural Science Museum and the Environmental Museum. Iren
celebrated World Environment Day with the latter.

The Mobile Environmental Centre is extremely active in Turin, a
mobile educational room that is also present in the Reggio Emilia
area, which explains the waste cycle and launches specific
collections in schools.

In the Vercelli area, a total of 136 information and workshop-
based interventions were managed on the waste cycle and
recoverable materials (glass, metals, paper, plastic and organic).
24 educational activities were related to the water cycle and 13 to
energy saving.

The Science Festival in Genoa, on the other hand, saw the
production of the recreational-puzzle itinerary, “Sei eco-logico?
Giochi e soluzioni per la sostenibilita” (“Are you eco-logical?
Games and solutions for sustainability”) to learn — through riddles,
puzzles, word games, logic games and fun comic strips — how
energy and environmental services can be sustainable and how
residents can contribute, following simple rules for responsible
consumption. Over 5,000 adults and children completed the
course made up of 16 information bites and 3 maxi-crosswords
around sustainability.

“Eco Quiz - in missione per il pianeta” (“Eco Quiz — a mission
for the planet’) on the other hand, involved students from the
D'Arzo state secondary school in Montecchio Emilia: a game in
the form of a smartphone app that is quick and engaging and
contains over 1,000 multiple-choice questions. The students can
challenge one another and assess their knowledge on topics such
as waste, energy, environmental sustainability and mobility. The
pilot project, created by Achab Group for Iren, was promoted
together with the Municipal Authority to support the
communication campaign for the transformation of the waste
collection service.



A specific mention goes to the Group's commitment to the topic of
Combined School and Work for students of secondary schools,
through the “Alleanza Scuola Lavoro” ("Combined School and
Work”): an opportunity for the mutual growth of students and
businesses. Taking advantage of the opportunities supplied by
Italian Law 107/2015, the Group proposed its own combined model
to the Regional School Authorities (RSAs) in the home Regions
(Emilia Romagna, Liguria and Piedmont). This includes an
information phase for the students in their third year, internships at
the company for fourth years and a phase of a detailed analysis
looking at the experiences matured, with the aim to provide
direction, for fith years. This was undertaken as a collaborative
project with the teachers. To this end, Iren has signed a protocol
with the aforementioned RSAs which is the first example of a supra-
regional agreement on the topic, allowing for the diffusion of best
practices via the various Regions and the enhancement of the
specific projects of the School Authorities. The close co-planning
between the individual schools, RSAs and Iren in preparing the
courses, accompanied by an educational skills approach and the
enhancement of the students' roles through real work experience,
also constitutes a means to reinforce relationships with the areas in
which the Group operates and to make the parties involved aware
of other territorial bodies. The involvement of 17 institutions is
expected every year by way of three-year agreements. Over 400
students per year have been involved since 2016, and at least 70 of
these will be selected for internships at the company in 2017.
Centro di Riciclaggio Creativo REMIDA (REMIDA Creative
Recycling Centre), promoted by Iren together with the Schools
and Nurseries of the Reggio Emilia Municipality and managed by
the Reggio Children Foundation-Loris Malaguzzi Centre,
confirmed its role as a driver of sustainable practices and thinking.
Over 400 structures collect manufacturing waste for free from over
200 companies and over 3,000 people have visited the centre
from all over the world.

The success of the "Rifiutando” ("Refusing") Project in Piacenza
was also confirmed, one of the longest-running Italian educational
workshops on sustainable topics.
1 ”. L&y

RESEARCH AND INNOVATION
IN THE IREN GROUP

SUSTAINABLE INNOVATION

Technological innovation is at the heart of strategic choices and of
the definition of products and services offered by Iren Group. The

2021 Business Plan confirms the central nature of innovation in
the Group's vision, which will be implemented in the development
of all the sectors in which it operates, with the aim of making Iren
the benchmark for excellence and innovation in the multi-utilities
sector. The main research, development and innovation areas in
which the Group invested in 2016 and in which it will continue to
invest in future years include:

e customer empowering and awareness-raising tools for users
concerning the impact of consumption and energy saving;

e energy efficiency applied to more levels and assets
(customer, building, conurbation, and the energy assets of
the Group);

e new systems for the recovery of energy waste and an
increase in plant efficiency;

e advanced systems for remote management, remote reading,
smart metering and multi metering;

o thermal energy and electricity storage systems;

e systems for the treatment, purification and reuse of waste
from sludge, wastewater and waste treatment processes;

e Internet of Things (loT) and home automation;

e dataintelligence ICT tools;

e platforms for the creation of a single urban real estate
registry of underlying utilities;

e optimised management of the integrated water cycle (division
of areas into districts, identification and a reduction in
network leaks);

e electric mobility.

Another important element of the Group's sustainable innovation
is open innovation, namely the possibility of including all (internal
and external) stakeholders in the development of an idea or a
product so that the outcome is truly the best, as it has been
analysed and developed with a multi-disciplinary approach, taking
advantage of the knowledge and skills of an ecosystem of
companies, research centres, start-ups and, of course, our
customers. It is precisely within a perspective of open innovation
that the Group firmly believes in the value of co-financed projects
at a European, national and regional level: these projects allow
innovative solutions to be tested with the contribution (and thus
the vision) of international companies. The validation of models,
proof of concept and prototypes are only a few of the main results
that these projects guarantee Iren, contributing not only
knowledge, but also economic resources.

In 2016, Iren actively took part in 14 research and innovation
projects for a total multi-year commitment of 10 million Euro, of
which half was financed by research and innovation tenders
managed by institutions such as the European Union, the Italian
State and its bodies and regions (for example, Horizon 2020,
Framework Programme 7, MIUR, POR FESR, etc.). These
projects involved a commitment of over 1.2 million Euro over the
year, 0.7 million of which was funded through the tenders
mentioned above. These are projects that actively involve around
50 Iren employees belonging to different business areas and with
diverse operational activities, and guarantee collaborations with
numerous businesses and academic institutions located in over
94 European cities.
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Another important indicator of innovation activities linked to co-
financed projects are the approximately 6,000 residents involved
in trials across the Group's reference areas: the direct
engagement, right from the embryonic stage, of customers and
residents within an innovative project that aims to produce
services dedicated to them, is objectively recognised as a
rewarding element. The Empowering project (European IEE
program), completed in March 2016, proposed engagement and
energy empowerment instruments to a pilot group of electricity
and district heating customers to help them with the sustainable
consumption of energy resources.

6,000 citizens involved in the trial for the
sustainable consumption of energy resources

Both the engagement instruments of the stakeholders and the
study of asset management methods able to contribute to a
sustainable consumption of the resources, are at the basis of the
Dimmer project (European program FP7), completed in
September 2016, that aims to develop an instrument for the
optimisation of the management of the district heating thermal
exchange substations and the supply of heat, reducing power
peaks.

The optimised, synergistic and innovative management of Group
assets was further applied to the Flexmeter project (European
Horizon 2020 project) which trials ICT architectures that enable a
system of multi-service smart metering, both for end users and
electricity distribution assets, all supported by innovative services
for the various stakeholders. Similar objectives, in terms of
applicative models for the optimised management of the
integrated water service and the study of innovative technologies
for treating wastewater, can be found in the SmartWaterTech
project (MIUR tender).

The relationship between different energy and service providers,
on a different level to Flexmeter, is also the aim of the Celsius
project (European program FP7), the "Smart City" project of the
city of Genoa that uses a turbo-expansion system to transform the
fall in pressure of a gas pressure reduction station into renewable
electricity.

The trial of innovative systems, specifically in the integrated water
cycle, is the driver behind Reqpro (Life+ program), which co-
funds the development of a civil wastewater filtration system using
sand filters and final disinfection with UV rays and hydrogen
peroxide, in order to make sure that the water leaving the plant
complies with irrigation uses.

The trial of innovative plant design solutions lies at the basis of the
Biometh-ER project (Life+ program) to produce and use the
biomethane gas produced by sewage sludge through a
prototypical biogas upgrading system.

Innovation must also be directed to improve and streamline
corporate and working processes: in this regard the Holides
project (European Artemis program), which ended in September
2016 - involved the development of a technological platform that
will allow human factors to be taken into consideration right from
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the initial planning and development stages for cooperative,
adaptive systems on various automation levels. Furthermore, the
BlueSCities project (Horizon 2020 program), includes the
definition of practical guidelines, benchmarking activities and best
practices to be applied to the efficient management of the
integrated water service and waste in urban environments.

The Waterspy project, launched in November 2016, on the other
hand, intends to develop and define a methodology to detect the
presence of heterotrophic bacteria (E. coli, pseudomonas
aeruginosa and salmonella) in aqueous matrices. This instrument,
which is to be developed as a prototype for use in the field on
sources of procurement for the water service (artificial lakes) and
on the distribution network, includes a pre-concentration phase
that allows a biosensor to bind the bacteria on a surface, which
will then be analysed with laser technology. The development of
an instrument that works within the indicated range could open up
many possibilities in the pervasive monitoring of water quality.

The redefinition of the tender processes for energy efficiency
activities in all of its preliminary stages, dialogue with the market
and identification of the bonus criteria, is the goal of the Probis
project (European CIP project), which concluded in 2016. In order
to improve and refine the use of company GIS systems, Iren also
participates in the Geosmartcity project (European CIP project),
the objectives of which include interoperability between the
databases of subsoil users.

The Group is also very attentive to electricity storage: the
Store&Go project, launched in March 2016, will demonstrate 3
innovative Power to Gas (PtG) systems, located in Germany,
Switzerland and Italy, in order to identify and overcome technical,
economic, social and legal barriers. The project aims to evaluate
the possibility of integrating the PtG storage system within cutting-
edge energy production and distribution systems.

Sustainable mobility is another important objective of innovation in
Iren: its declination on the one hand provides for the installation of
fixed electric charging infrastructures in the Group's various local
areas, and on the other hand the study of induction systems, as
developed in the Fabric project (European program FP7). This
technology could be, provisionally, the engine for the massive
development of the electric mobility of the future. In parallel, the
NeMo project, begun in October 2016, includes the development
of an e-roaming platform applied to different electric mobility
systems (vehicles and recharging infrastructure). The main
objective is the creation of a hyper network, or a supra ICT
infrastructure able to standardise data from various stakeholders



and generate innovative services and applications across various
levels.

IREN ABROAD

Iren proceeded with the internationalisation process it began in
2015, by continuing to offer technical assistance, support and
capacity building services. Below is a summary of the main
activities carried out.

SERBIA

In 2016, Iren Group, together with the company Deloitte,
developed the short and medium term strategy for Beogradske
Elektrane, a public company that manages district heating in
Belgrade which - with its almost 3,000 MW of installed thermal
power, 14 production plants and more than 700 km of network -
represents one of the biggest and most important examples in
Europe.

Iren conducted the technical analysis, offering important
contributions to the development of the Serbian company,
examining in depth topics such as efficiency and energy saving,
studying scenarios that included the interconnection of sub-
networks, the creation of cogeneration plants and the introduction
of thermal storage systems. The strategy was approved by the
city in November 2016.

CHINA

The Group collaborated with Utilitalia, A2A and Hera in organising
a Sino-Italian Forum on environmental protection, which was held
in Beijing on 8 April 2016, and focused on district heating, with the
aim of promoting Italian expertise and excellence in China, similar

to what has been done in other European countries. The forum
was held in conjunction with the annual meeting of the China
District Heating Association, which saw all Chinese operators in
the district heating sector come together and the participation of
almost 300 parties. During the event, a collaboration agreement
was signed between Utilitalia, AIRU and the Beijing District
Heating Group (BDHG), the company that manages, from Beijing,
the largest district heating network in China, representing the
China District Heating Association (CDHA). The agreement's main
objective is to strengthen strategic and operational cooperation
and to share studies and activities that can contribute to the
development of the energy market in the respective countries. In
particular, efforts are expected towards the identification of
projects and activities for the development of high-efficiency
district heating systems.

FONDAZIONE AMGA

The AMGA Foundation, established in 2003, looks to increase
and disseminate knowledge and understanding about the water
cycle and its interactions with the environment, identifying
research topics and promoting projects on water control and
environmental protection. To this end, it promotes research
programs that aim to allow the sustainable management of water
resources and to support economic growth and social
development. The Foundation has established various
collaborations with Universities and research Institutions and has
a national and international network. It is a founding member of
the TICASS Consortium (Tecnologie Innovative per il Controllo
Ambientale e lo Sviluppo Sostenibile - Innovative Technologies for
Environmental Control and Sustainable Development) and the
manager of the Energy and Environment innovation hub of the
Liguria Region. In 2016, the AMGA Foundation changed its
governance, planning research, cultural and educational activities,
also in the energy and environmental sectors, in line with Iren
Group's business guidelines.

2016 ACTIVITIES

Some of the initiatives promoted by the Foundation during 2016
are given below and include research activities, training, cultural,
educational, informational and editorial initiatives.

Areas Projects

e Calculation of the standard cost of capital in the regulation of public utilities, with
particular reference to the waste sector: the possible inclusion of the waste sector as one
regulated by AEEGSI could lead to the need to quantify the cost of capital in the tariff formula.
The study focused on the most controversial points related to the capital cost estimate and
analysed the topic of the waste sector.

Economy and regulation

e  Menu regulation and Totex approach: Italian regulation in the energy and water sector involves

incentives for efficiency, which are substantially limited by the Opex cost component. This may
lead to sub-optimal incentives for companies. UK regulation introduced forms of menu regulation,
marked by the option that companies are given to choose between more or less "challenging"
packets. It proposes to study the British experience to identify the implementation difficulties, as
well as the possible effects of a Totex-type regulation (Capex+Opex), with the total expenses
considered efficient recognised in the tariff.
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Areas Projects

e Calculation of the environmental cost and the resources of the integrated water service:
consistent with the commitments of EU countries to a water price policy based on “polluters pay”
and “full costs recovery” principles, AEEGSI identified an initial set of expenses to be included in
the environmental costs of the resource (ERC2015), including "other operating costs". These
were estimated by AEEGSI on the basis of communications received from a limited number of
competent parties and will have a significant impact on company accounts. The study offers an
accurate examination of the topic and the related problems in estimating "other operating costs".

o  OPM parameters, potential methodological limitations and benefits: with MT12 the Authority
has further developed the asymmetrical regulation with the possibility for some operators to
obtain more favourable treatment for the potential maximum growth of the tariff and the awarding
of incentives for contractual quality. The study evaluates any methodological limits and benefits in
the definition of the OPM parameter (ratio between total operational costs in 2014 and the
population served) and its impacts in order to incentivise the operators to achieve higher levels of
efficiency or service quality or greater tariff sustainability towards users.

Economy and regulation

e Laboratory network for the management of analytical and monitoring aspects linked to
environmental critical issues or legislative changes: the project aims to analyse critical
legislative and environmental issues that have arisen from national and European working tables
and to develop analytical techniques to increase awareness concerning the resources involved in
the water cycle. Monitoring is organised at a national level so that the partners of the project can
become reference points for management companies and so to arrange data for the comparison of
the Institutional Bodies to define the new legislative limits or to manage critical environmental issues.

e  Survey on the presence of new pathogens in water destined for human consumption: risks
of contamination of water destined for human consumption and the susceptibility of the
population to pathogenic and/or opportunistic micro-organisms are developing constantly. The
project aims to continuously monitor the appearance of new risks associated with emerging
pathogens in drinking water, developing specific analytical methods for their research to be
adopted in the control laboratories for aqueducts in order to update the research parameters for
controlling the microbiological quality of water.

e  Costs of analytical tests of water destined for human consumption: the project analyses the
dimensions and costs related to the quality control of water destined for human consumption and
treatment water, which operators have to carry out in order to comply with current legislation and to
optimise the management and efficiency of treatment and purification plants. The survey defines the
costs to be monitored, identifies collection methods shared with other national operators and initiates
a comparison on the "appropriate" value per capita that guarantees serious and effective control.

e Nano/micro-plastics in water, possible impact on human health: the ongoing use of plastic
materials implies the gradual release of fragments of various sizes. The diffusion of micro- and
nano-plastics in food and water arouses great interest due to the possible consequences on
human health. The study allows for the potential health impact of nano-plastics found in water to
be assessed, using various models of human and mammalian cells or aquatic organisms.

e Inter-laboratory circuit: the initiative launched by UNICHIM in 1996 which includes analysis cycles
on identical samples conducted by several laboratories in accordance with set conditions. The
Foundation participates in the coordination of the project on the line of analysis related to water
destined for human consumption and wastewater. In 2016, 550 laboratories were involved in trials
for inorganic components in the water, halogenated solvents and aromatic solvents in the water.

Management of water resources

o  “Sei Eco-logico? Giochi e soluzioni per la sostenibilita” (Are you Eco-logical? Games and
solutions for sustainability) (see page 126).

e  “Corso UniAuser Universita Popolare dell'Eta Libera” (UniAuser People's University for All
Ages Course): with the GAU association in Genoa, a course structured in meetings on the
various topics was organised: the disappearance of Piazza Ponticello and the creation of Piazza
De Ferrari, the urban transformations in the centre of Genoa, the science of water purification in
the mid-19th century, safe gas and waterways in the city - in the tracks of the historic aqueduct.

o  Thematic library specialised in technical, economic and environmental topics linked to public
services and to the integrated water service in particular. It is a member of the National Library
Service with a catalogue of approximately 7,000 volumes and periodicals, which can be
consulted on-line at www.fondazioneamga.org/catalogo.

e  Water and Gas Museum established to illustrate the history of gas and water supply. In 2016, it
recorded an increase in the number of visitors. The museum was opened to schools and featured
guided tours organised within the Edu.lren program.

Training, culture and education
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Strategy and analysis

G4-1 CEO's statement on sustainability Core 6-7

G4-2 Description of key impacts, risks and opportunities Comprehensive ~ 36-41, 48
Organizational profile

G4-3 Name of the organization Core Cover

G4-4 Main brands, products and/or services Core 12-14

G4-5 Location of headquarters Core Back cover
G4-6 Countries of operation Core 14

G4-7 Ownership structure and legal form Core 122

G4-8 Markets served Core 14-17, 72-82
G4-9 Scale of the reporting organization Core 12, 15-17, 44, 57-58, 72, 77-79, 84
G4-10 Employees by type of contract, gender, geographic area, category Core 12, 84-85, 95-97
G4-11 Egrrg:rr:]t:gg of total employees covered by collective bargaining Core 86, 102

G4-12 Organization’s supply chain Core 99-101

G4-13 Changes during the year in the organization or in the supply chain Core 12,100

G4-14 Precautionary principle (risk management) Core 30
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G4-16 Memberships in trade associations Core 117-118

EU-1 Installed capacity Core 15

EU-2 Net energy output Core 15, 61

EU-3 Number of customers Core 15-16, 72

EU-4 Length of transmission and distribution networks Core 15,75

EU-5 Respect of Kyoto Protocol Core Level of respect: 9.13%
Identified Material Aspects and Boundaries

G4-18 Process for defining report content and aspect boundaries Core 89

G4-19 Material aspects identified in the process of defining content Core 89

G4-20 E?gra rc]eie;:rtwionmatenal aspect indicate the related scope within the Core 89

G4-21 Egasii;r:ior:atenal aspect indicate the related scope outside the Core 89

G4-22 Any restatement with respect to the previous report Core 8, 20, 48, 50, 51, 54, 55, 62, 84
G4-23 gr;)); |r’:estatement with respect to the material aspects of the previous Core 89

Stakeholder Engagement

G4-24 Stakeholder groups engaged by the organization Core 33-35

G4-25 Identification process Core 33-35

G4-26 Approach to stakeholder engagement Core 33-35, 117
G4-27 Key topics and concerns arising from stakeholder engagement Core 10, 34-35
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Report profile

G4-28 Reporting period Core 8

G4-29 Date of most recent previous report Core 8

G4-30 Reporting cycle Core 8

G4-31 Contact point Core 145

G4-32 GRI Content Index Core 131

G4-33 Policy and current practice with regard to seeking external Core 8,29-30, 137
assurance
Governance Report on Corporate Governance 2016

G4-34 Governance structure of the organization Core 21

G4-35 Delegation process for economic, environmental and social issues Comprehensive 21

G4-36 Internall Rosmons with economic, environmental and social Comprehensive 21
responsibility

G4-37 Process for consultation be.tween. stakeholders and' the .h|ghest Comprehensive 29, 33
governance body on economic, environmental and social topics

(G4-38 Composition of the highest governance body and its committees Comprehensive ~ 23-26

G4-39 Indicate whether the Chair of the highest governance body also has Comprehensive 23
an executive role

G4-40 Process qf nomlngtlon and selection for the highest governance Comprehensive 21
body and its committees

G4-41 Procgsses in place for the highest governance body to ensure Comprehensive  21-22, 26
conflicts of interest are avoided
Role of the highest governance body in the development, approval

G4-42 and updating of the corporate mission, strategies, policies and ~ Comprehensive 29
objectives

G4-43 Tra|.n|ng of the hlghgst governance body on economic, Comprehensive 22
environmental and social issues

G4-44 Process for evaluating the highest governance body’s performance ~ Comprehensive 21

G4-45 Maqagement of |mpgcts, risks and opportunities in economic, Comprehensive 29, 33
environmental and social terms

G4-46 Review 'of risk management process for economic, environmental Comprehensive  25-26
and social aspects

G4-47 Indicate thg freqygncy with which the highest governance body Comprehensive 21, 25-26, 29-30
performs said revision

) Indicate which position or committee examines and approves the .

G4-48 Sustainability Report Comprehensive 25, 29

G4-49 E{r)t()j(}:/ess to communicate critical concerns to the highest governance Comprehensive 22, 29-30
Indicate the nature and the number of critical issues communicated

G4-50 to the highest governance body and the mechanisms used to Comprehensive 31
resolve them

G4-51 Remuneration policy for the highest governance body and senior Comprehensive 24
management

(G4-52 Process for determining remuneration Comprehensive 24

G4-53 Stakeholder engagement regarding remuneration Comprehensive ~ 24-25

G4-54 The ratio of the total annual remuneration pfald to the highest paid Comprehensive 97, Report on remunerations 2016
employee and the average annual remuneration of employees

G4-55 Indicate the percentage increase in the ratio (G4-54) Comprehensive 97, Report on remunerations 2016
Ethics and integrity

G4-56 Mission, values, codes of conduct and principles Core 28, 31-32, 68, 79-80

G4-57 Internal and external mechanisms for providing advice on ethical Comprehensive 31
and legal conduct

G4-58 Internal and external mechanisms to report unethical and illegal Comprehensive 31
conduct
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Economic Performance

G4-DMA Economic Performance 44-46
G4-EC1 Direct economic value generated and distributed 44-45
G4-EC2 Economic and financial implications of climate change 44
G4-EC3 Coverage of the organization's defined pension plan obligations Annual Report at 31 December 2016
G4-EC4 Significant financial assistance received from government 46
G4-DMA Market Presence 45
The Group implements national collective
G4-EC5 Ratio of standard entry level wage compared to the local minimum Iabo_ur . agreemen.ts. that  guarantee
wage application of the minimum contractual pay
to all employees, including new hires
G4-EC6 Proportion of senior management hired from the local community 45
G4-DMA Indirect Economic Impacts 43,45
G4-EC7 Development and impact of infrastructure and services supported 44,109-111
G4-EC8 Significant indirect economic impacts 45
G4-DMA Procurement Practices 99-104
G4-EC9 Proportion of spending on local suppliers 103
G4-DMA  Availability and Reliability 44
EU-10 Planned capacity 44
G4-DMA Demand-side Management 35, 61-63, 70, 82
G4-DMA Research and Development 127-130
System Efficiency
Cogeneration plants, thermal plants and
EU-11 Average generation efficiency of thermal plants thermoelectric plants: 66.72%
Waste-to-energy plants: 62.77%
EU-12 Transmission and distribution losses as a percentage of total energy 75
Environmental Performance
G4-DMA  Energy 47-48, 59, 82
G4-EN1 Materials used by weight or volume 78
G4-EN3 Energy consumption within the organization 48
G4-EN4 Energy consumption outside the organization 48
Intensity of natural gas consumption: 0.14
G4-EN5 Energy intensity Intensity of diesel consumption: 0.00
Intensity of biogas consumption: 0.26
G4-EN6 Reduction of energy consumption 54, 56, 62-63
G4-EN7 Reductions in energy requirements of products and services 62-63
G4-DMA Water 47,49-50, 57
G4-EN8 Total water withdrawal by source 49
G4-EN9 Water sources significantly affected by withdrawal of water 49, 64-65
G4-EN10  Percentage and total volume of water recycled and reused 49, 117
G4-DMA Biodiversity 47, 64-65
G4-EN11 Operational sites owned, Ilegsed,. managed in,l or adjacent to, protected 64-65
areas and areas of high biodiversity value outside protected areas
G4-EN12 g);;iccrg)sm()): b?;di\s/;grr;:g/cant impacts of activities, products, and 64-65
G4-EN13  Habitats protected or restored 64-65
EU-13 Biodiversity of offset habitats compared to the biodiversity of the 64-65

affected areas
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G4-DMA Emissions 47,51, 53-54

G4-EN15  Direct greenhouse gas (GHG) emissions (Scope 1) 51,55

G4-EN16  Energy indirect greenhouse gas (GHG) emissions (Scope 2) 51

G4-EN17  Other indirect greenhouse gas (GHG) emissions (Scope 3) 51, 64
Cogeneration plants: 0.37
Thermal plants: 0.19

G4-EN18  Greenhouse gas (GHG) emissions intensity w:;gggi%tgfgglzgﬁig?,%8
Landfills: 0.41
Waste vehicles: 0.01

G4-EN19  Reduction of greenhouse gas (GHG) emissions 53-56, 59-63

G4-EN20  Emissions of ozone-depleting substances (ODS) 51

G4-EN21  NOx, SOx, and other significant air emissions 51

G4-DMA Effluents and Waste 47,50

G4-EN22  Total water discharge by quality and destination 50, 57

G4-EN23  Total weight of waste by type and disposal method 50

G4-EN24  Total number and volume of significant spills 52

G4-EN25  Hazardous waste (Basel Convention Annex I, II, Ill, and VIl {igt‘\’;’:;eng:]Igggzplggrgﬁg;talﬁ/"p°” or

G4-EN26  Impact on biodiversity affected by water discharges 64-65

G4-DMA Products and Services 67,72

G4-EN27 ::éeg; rSifc ér:pact mitigation of environmental impacts of products 52-56

G4-EN28 Percgntage of products sold and their packaging materials that are NoF Iallpplicable considering Iren Group

reclaimed by category activities

G4-DMA Transport 55-56

:

G4-DMA Investments for the environment 53

G4-EN31  Total environmental protection expenditures and investments 53

G4-DMA Supplier Environmental Assessment 99, 101

G4-EN32  Percentage of new suppliers screened using environmental criteria 102

G4-EN33 tsr:gnslﬂf):{;/t ;C;Jnala r?c?i crii%tr?snttlsll(er:]egatwe environmental impacts in 102

G4-DMA Environmental Grievance Mechanisms 66

Social Performance

G4-DMA Employment 83-85, 99, 101-102
G4-LA1 Total number and rates of new employee hires and employee turnover 85, 96
G4-LA2 Benefits provided to employees 86
G4-LA3 Return to work and retention rates after parental leave 89
EU-15 Percentage of employees eligible to retire in the next 5 and 10 years Not disclosed because sensitive
EU-17 Days worked by contractor and subcontractor employees 102
EU-18 Percentage of contractor and subcontrgqtor employees that have 103
undergone relevant health and safety training
G4-DMA Labour/Management Relations 83, 88
G4-LA4 Minimum notice period§ regarding Qperational changes, including 88
whether these are specified in collective agreements
G4-DMA Occupational Health and Safety 83,93
G4-LA5 Percentage of total workforce represen?ed in formal joint 93
management-worker health and safety committees
Type of injury and rates of injury, occupational diseases, lost days,
G4-LAG a%g abserfter(zism, and total nLJer)k;er of V\E)Ot’k related fatalities ! 85-86, 94, 97, 101
G4-LA7 \é\é(;Lk;;EOWnlth high incidence or high risk of diseases related to their 93
G4-LA8 Health and safety topics covered in formal agreements with trade unions 93-94
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G4-DMA Training and Education 91-93
G4-LA9 Average hours of training 92
G4-LA10  Programs for skills management and lifelong learning 87-88, 90, 95-96
G4-LA11 Percentage of employees receiving regular performance and career 86
development reviews
G4-DMA Diversity and Equal Opportunity 83, 88-89
i Composition of governance bodies and breakdown of employees
G4-LA12 per employee category 21, 85, 88-89, 95
G4-DMA Equal Remuneration for Women and Men 88-89
G4-LA13 Ratio of basic salary and remuneration of women to men by 97
employee category
G4-DMA Supplier Assessment for Labour Practices 99, 102
i Percentage of new suppliers that were screened using labour
G4-LAT4 practices criteria 101
i Significant actual and potential negative impacts for labour practices
G4-LATS in the supply chain and actions taken i
G4-DMA Labour Practices Grievance Mechanisms 31,88
G4-LA16 Number of grievances about labour practices filed, addressed, and 88
resolved through formal grievance Mechanisms
Human Rights
G4-DMA  Investment 44
G4-DMA Non-discrimination 67-68, 83, 88-89
G4-HR3 ;c?::] number of incidents of discrimination and corrective actions 68
G4-DMA Freedom of Association and Collective Bargaining 88
G4-DMA  Supplier Human Rights Assessment 100-101
G4-HR10 (Ijreizt;cr(ia:tage of new suppliers that were screened using human rights 100-101
i Significant actual and potential negative human rights impacts in the
G4-HR11 supply chain and actions taken W
Society
G4-DMA Local Communities 105-107, 112
G4-501 Percentage of operations with implemented local community 33-35, 111-112

engagement, impact assessments, and development programs

G4-502 Operations with significant actual or potential negative impacts on

local communities Mz
i Number of people physically or economically displaced and
EU-22 compensation 12
G4-DMA Disaster/Emergency Planning and Response 105, 113
G4-DMA  Anti-corruption 118-119
G4-503 Total number and percentage of operations assessed for risks 19
related to corruption and the significant risks identified
i Communication and training on anti-corruption policies and
G4-S0O4 procedures 118-119
G4-S05 Confirmed incidents of corruption and actions taken 119
G4-DMA Public Policy 116
G4-S06 Total value of political contributions by country and recipient/beneficiary 118
G4-DMA  Anti-competitive Behaviour 72
Total number of legal actions for anti-competitive behaviour, anti-
G4-SO7 . ) 72
trust, and monopoly practices and their outcomes
G4-DMA Supplier Assessment for Impacts on Society 100-102
i Percentage of new suppliers that were screened using criteria for
G4-809 impacts on society Ieb-ez
) Significant actual and potential negative impacts on society in the
64-S010 supply chain and actions taken i
G4-DMA Grievance Mechanisms for Impacts on Society 112-113
G4-S011 Number of grievances about impacts on society filed, addressed and 72,103, 113

resolved through formal grievance mechanisms

Iren Group

135



G4-DMA  Customer Health and Safety 68-69
Percentage of significant product and service categories for which health
G4-PR1 : ) 111-112
and safety impacts are assessed for improvement
Total number of incidents of non-compliance with regulations and
G4-PR2 voluntary codes conceming the health and safety impacts of 72,113
products and services
EU-25 Number of injuries and fatalities to the public involving company 13
assets
G4-DMA Access 73,76, 79
Percentage of population unserved in licensed distribution or Ve EIEI SEES i STe (22 pUE o
EU-26 entag pop the territories in which manages the
service areas T .
electricity distribution service
EU-27 Number of residential disconnections for non-payment, broken down by 75
duration of disconnection and by regulatory regime
EU-28 Power outage frequency 74
EU-29 Average power outage duration 74
I Cogeneration plants: 43.47%
EU-30 Average plant availability factor Waste-o-energy plants: 183.15%
G4-DMA Provision of Information 67,70
G4-DMA Product and Service Labelling 67,70
G4-PR3 Product and service information and labelling l;l;%wtailggllcable consfiaiy e Ghaup
Total number of incidents of non-compliance with regulations and
G4-PR4 voluntary codes concerning product and service information and 72
labelling
G4-PR5 Results of surveys measuring customer satisfaction 70-71
G4-DMA Marketing Communications 67, 69-70
G4-PR6 Sale of banned or disputed products NOF Iallppllcable considering Iren  Group
activities
Total number of incidents of non-compliance with regulations and
G4-PR7 voluntary codes concerning marketing communications, including 72
advertising, promotion, and sponsorship
G4-DMA  Customer Privacy 68
Compliance
G4-DMA Compliance 30-31, 66, 115, 118-119
G4-EN29 Monetary value and total number of non-monetary sanctions for non- 66
compliance with environmental laws and regulations
Monetary value for non-compliance with laws and regulations
G4-PR9 . o , 72
conceming the provision and use of products and services
G4-508 Monetary value and total number of non-monetary sanctions for 88, 103, 113

non-compliance with laws and regulations
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INDEPENDENT REPORT ON THE LIMITED ASSURANCE ENGAGEMENT OF THE
SUSTAINABILITY REPORT 2016

To the Shareholders of
Iren SpA

We have carried out a limited assurance engagement on the Sustainability Report (hereinafter the
“Report”) of Iren Group (hereinafter the “Group”) for the year ended 31 December 2016.

Responsibility of the Directors for the Report

The Directors are responsible for preparing the Report in compliance with the G4 Sustainability
Reporting Guidelines defined in 2013 by the GRI - Global Reporting Initiative and by the G4 Sector
Disclosure - Electric Utilities defined in 2013, as indicated in the chapter “Introduction” of the
Report, and for that part of internal control that they consider necessary to prepare Sustainability
Report that is free from material misstatement, whether due to fraud or unintentional behaviours or
events. The Directors are also responsible for defining the sustainability performance targets of Iren
Group, for reporting the sustainability results, as well as for identifying the stakeholders and the
significant aspects to be reported.

Auditor’s responsibility

We are responsible for the preparation of this Report on the basis of the work performed. We
conducted our engagement in accordance with International Standard on Assurance Engagements
3000 (Revised) — Assurance Engagements other than Audits or Reviews of Historical Financial
Information (ISAE 3000), issued by the IAASB (International Auditing and Assurance Standards
Board) for limited assurance engagements. The standard requires that we comply with applicable
ethical requirements, including professional independence, and that we plan and perform our work
to obtain limited assurance that the Report is free from material misstatement. The procedures
consisted in interviews, primarily of company personnel responsible for the preparation of the
information presented in the Report, analysis of documents, recalculations and other verification
procedures.

PricewaterhouseCoopers Advisory SpA
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Our company applies the International Standard on Quality Control 1 (ISQC (Ttaly) 1) and, therefore,
maintains an overall quality control system that includes directives and procedures on the compliance
with the ethical principles, with the professional principles and with the applicable laws and
regulations.

The procedures we performed consisted in verifying compliance of the Report with the principles for
defining the content and the quality of a Sustainability Report set out in the G4 Sustainability
Reporting Guidelines and in the G4 Sector Disclosure - Electric Utilities, and are summarised as
follows:

comparing the financial information reported in chapter “Iren’s value” of the Report with the
information included in the Group’s consolidated financial statements as of 31 December 2016 on
which we issued our audit opinion, in accordance with articles 14 and 16 of legislative decree n° 39
of 27 January 2010, on 30 march 2017;

analysing, through inquiries, the governance system and the process for managing the
sustainability issues relating to the Group’s strategy and operations;

analysing the process aimed at defining the significant reporting areas to be disclosed in the Report,
with regard to the methods for their identification, in terms of priority for the various stakeholders,
as well as the internal validation of the process findings;

analysing the processes underlying the generation, recording and management of quantitative data
included in the Report. In detail, we carried out:

- meetings and interviews with management of Iren S.p.A., Iren Ambiente S.p.A., Ireti S.p.A.,
Iren Energia S.p.A., Amiat S.p.A., Atena S.p.A., GEA Commerciale S.p.A. to achieve a general
understanding of the information, accounting and reporting systems in use to prepare the
Report, as well as of the internal control processes and procedures supporting the collection,
aggregation, processing and submission of the information to the function responsible for the
Report preparation;

- asample-based analysis of the documents supporting the preparation of the Report, in order
to obtain evidence of the reliability of processes in place and of the internal control system
underlying the treatment of the information relating to the objectives disclosed in the Report;

analysing the internal consistency of the qualitative information described in the Report and its
compliance with the guidelines identified in the preceding paragraph “Responsibility of the
Directors for the Report”;

analysing the engagement of stakeholders and its results through the existing documentation
concerning the significant matters arisen during the Group dialogue initiatives;

obtaining a representation letter, signed by the legal representative of Iren S.p.A., on the

compliance of the Report with the guidelines identified in the paragraph “Responsibility of the
Directors for the Report”, as well as the reliability and completeness of the disclosed information.

20f3
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Our limited assurance work was less in scope than a reasonable assurance engagement performed in
accordance with ISAE 3000 (reasonable assurance engagement) and, consequently, it does not
provide us with a sufficient level of assurance necessary to became aware of all significant facts and
circumstances that might be identified in a reasonable assurance engagement.

Conclusion

Based on the work performed, nothing has come to our attention that causes us to believe that the
Sustainability Report of Iren Group as of 31 December 2016 has not been prepared, in all material
respects, in compliance with the G4 Sustainability Reporting Guidelines defined in 2013 by the GRI
- Global Reporting Initiative and by the G4 Sector Disclosure - Electric Utilities defined in 2013 as
disclosed in the chapter “Introduction” of the Report.

Turin, 30 march 2017

PricewaterhouseCoopers Advisory SpA

Signed by

Paolo Bersani
(Partner)

This report has been translated from the original, which was issued in Italian, solely for the
convenience of international readers.

30f3
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AEEGSI (AUTHORITY FOR ELECTRICITY, GAS AND WATER SERVICES): Authority for Electricity and Gas
(formerly AEEG, established by Italian Law 481 of 14 November 1995) and the Water Service.

ARPA: Agenzia Regionale per la Protezione dell’ Ambiente (Regional Environmental Protection Agency).

ATERSIR: Emilia-Romagna Territorial Agency for Waste and Water Services.

BEST AVAILABLE TECHNIQUES (BAT): the techniques used to regulate industrial operators’ obligations as
regards pollution prevention and control.

BIOGAS: gas produced by anaerobic fermentation from industrial or agricultural waste microorganisms
(acidogenic bacteria, acetogenic bacteria and methanobacteria) or urban water treatment sludge; the methane
contained in biogas can be used for producing energy.

BOD: with the term BOD (biochemical oxygen demand), it is intended the quantity of oxygen consumed during a
specified time (5 days for BOD5), at a given temperature, to decompose organic substances present in the water
through the action of bacteria (cellular respiration). A high biochemical oxygen demand indicates intense
biodegradation of organic matter, and may indicate the presence of organic pollution. It is thus an indirect
measure of pollution levels. It is expressed in %.

CO: carbon monoxide.
CO02: carbon dioxide.

COD: the acronym COD (chemical oxygen demand) refers to the amount of oxygen required to completely
oxidise the organic and inorganic compounds present in a water sample. It is thus an indicator for measuring the
degree of pollution in the water from mainly organic, oxidisable substances. It is expressed in %.

CODE OF ETHICS: document setting forth the principles, conduct, commitments and ethical responsibilities to
be adopted in all company business by the company’s directors, employees and consultants.

COGENERATION: the simultaneous production of electricity and thermal energy used for different purposes.
CORPORATE GOVERNANCE: the set of rules by which a company is managed and controlled.
CSR: Corporate Social Responsibility (CSR).

DISTRIBUTION OF ELECTRICITY: the transportation and transformation of electricity on high, medium and low-
voltage distribution networks for delivery to end customers.

DISTRICT HEATING: the transmission of heat to a distant location, using water flowing in two pipes, one delivery
pipe with hot water and one return pipe with colder water.
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EIA: Environmental Impact Assessment.

EMISSION TRADING SYSTEM (ETS): flexible mechanism envisaged by the Kyoto Protocol, which aims to
enable the exchange of emission rights between Countries or Companies in relation to their targets for reducing
greenhouse gas emissions.

END CUSTOMER: an individual or company that acquires electricity exclusively for its own use.

ENERGY EFFICIENCY BONDS (EEB) (COMMONLY KNOWN AS WHITE CERTIFICATES): Energy efficiency
bonds (EEB), established by the decrees issued by the Ministry for Productive Activities in agreement with the
Ministry for the Environment, Land and Sea on 20 July 2004 (M.D. of 20 July 2004), lay down the energy savings
that electricity and gas distributors with user bases of over 50,000 customers are required to meet. The EEBs are
valid for five years starting from the reference year and are issued by the EMO.

ENERGY SERVICE COMPANY (ESCO): companies whose business objective is to develop energy saving
projects and who are accredited as such by the AEEGSI.

ENVIRONMENTAL MANAGEMENT AND AUDIT SCHEME (EMAS): environmental management and audit
pursuant to the European Community Regulation 761/2001.

ETHICAL INDEXES: indexes that monitor the trend of the performance of a basket of companies according to
financial, economic and also ethical, environmental or social criteria.

FREE MARKET CUSTOMER: the customer acquired from 1 July 2004 or from July 2007 following the extension
of the deregulation of the VAT numbers first, then household customers.

GAS TURBINE: a machine that converts the energy of steam generated in a boiler or from a steam reservoir into
the mechanical energy of a rotary shaft.

GIGAJOULE (GJ): a unit of measurement for energy (of any kind) adopted by the International System (3.6 GJ
are equivalent to 1 GWh).

GIGAWATT (GW): a unit of measurement for power (of any kind) equivalent to one million kilowatts.

GIGAWATT-HOUR (GWh): a unit of measurement for energy (of any kind) equivalent to one million kilowatts per
hour.

GREEN CERTIFICATES: Green Certificates are annual certificates issued by the GSE (Electricity Services
Provider), which correspond to the production of 1 MWh of energy from renewable sources. Starting from 2002,
based on the Decree 79/99, it is mandatory for producers and importers to introduce energy from renewable
sources into their networks, in quantities equal to a percentage of the total electricity produced or imported during
the previous year from conventional sources (net of exports, self-consumptions of the plant and cogeneration).

GREENHOUSE GASES: gases transparent to solar radiation that prevent the dispersion of heat from the Earth,
thus causing the atmosphere to overheat. Besides those of natural origin, the main greenhouse gases produced
by man are carbon dioxide, natural gas, chlorofluorocarbons and nitrogen oxides.

GROSS PRODUCTION: electricity produced in the period of time considered, as measured at the terminals of
the electricity generator unit.

GSE (Electricity Services Provider): established pursuant to article 3 of the Italian Legislative Decree 79/99, it
is a Joint-Stock Company, whose shares are held by the Treasury, which provides incentives for the production
of electricity from renewable and assimilated sources and that deals with the qualification of renewable sources
plants and their electricity production.
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HYDROELECTRIC: a hydroelectric plant is a plant in which the potential energy of water is transformed into
electricity. Hydroelectric plants may be of the through-flow, storage or pumped-storage type.

HV: high voltage, i.e. 132 kV, 220 kV and 380 kV.
IEA: Integrated Environmental Authorisation.

IEC: Integrated Environmental Centre.

KILOCALORIE (kcal): the unit of measurement for heat (thermal energy). One kcal is the amount of heat
necessary to raise the temperature of 1 kg of water by 1°C.

KILOVOLT (kV): the unit of measurement for voltage equivalent to 1,000 volts.

KILOWATT (kW): the unit of measurement for power (of any kind) equivalent to 1,000 watts.
KILOWATT-HOUR (kWh): the unit of measurement for energy (of any kind) equivalent to 1,000 watts per hour.
LV: low voltage, i.e. between 220/380 V.

MBO: Management By Objectives
MEGAWATT (MW): a unit of measurement of power (of any kind) equivalent to one million watts.

MEGAWATT-HOUR (MWh): a unit of measurement for energy (of any kind) equivalent to one thousand kilowatts
per hour.

MV: medium voltage, i.e. between 1 and 30 kV.

NET PRODUCTION: gross production minus the electricity consumed in running the generator unit, including the
step-up transformer.

NOX: nitrogen monoxide.

OHSAS 18001: the OHSAS (Occupational Health & Safety Assessment Series) 18001 standard is an
internationally recognised benchmark for certifying workplace health and safety management systems.

POWER EXCHANGE: virtual place for a meeting with demand and offer for the sale of wholesale electricity. The
economic management of the power exchange is entrusted to the EMO, pursuant to art. 5 of Italian Legislative
Decree 79/99.

PRODUCTION CAPACITY estimated energy that can be produced by each producer.
PRODUCTION: the generation of electricity or thermal energy irrespective of the method used.

PROTECTED CUSTOMERS: the domestic customer or customers with low voltage intake points only and the
characteristics of small and medium-sized enterprises (up to 50 employees and turnover of up to Euro 10 million)
that have not moved to the free market.

PUMPING: plant consisting of one or more pumps which perform the function of making a liquid flow inside a
pipe.
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RENEWABLE ENERGY: sun, wind, water resources, geothermal resources, tides, waves, and the
transformation of plant products, organic and inorganic waste into electricity.

RENEWABLE SOURCES: non-fossil renewable sources of energy (wind, sun, geothermal sources, waves,
tides, water, biomass, landfill gas, gas from treatment processes and biogas) in accordance with article 2 of
Italian FER (Renewable Energy Sources) Decree.

SAFEGUARDED CUSTOMERS: customers that are not eligible and that do not possess the requisites to be
high-protection customers.

SCM: standard cubic metre.
SERVICE CHARTER: company document that establishes the quality standards of company services.

SOCIAL COOPERATIVES: in compliance with Law 381/91 social cooperatives “pursue the general interest of
the community to promote human and social integration of citizens” through management of social-health and
educational services and the performance of activities aimed at providing employment for disadvantaged people.

STAKEHOLDERS: the set of parties that interact with the company, or the individual, community or organisation
that can influence or be influences by the activity of the company.

SUSTAINABILITY REPORT: instrument that takes into account the impacts generated by the company with
reference to the three dimensions of sustainability: economic, social and environmental.

SUSTAINABLE DEVELOPMENT: economic growth of a company in the long term with a low environmental
impact and good relations with the community.

TERAWATT-HOUR (TWh): one billion kilowatt-hours.
TERNA: the set of conductors for a three-phase power line.
THERMOELECTRIC: an electricity generating plant that uses fossil fuels.

TOE: tonne of oil equivalent; the quantity of primary fossil fuel replaced, that is, the amount of fuel otherwise
required to produce the same quantity of useful energy in Italy.

TOTAL POWER: the total amount of electric or thermal energy of the various producers installed in a plant.

TRANSMISSION: the transportation of electricity on interconnected high and very high voltage networks either
from the production plants or, for imported energy, from the point at which the energy is delivered, to the
distribution network.

TSS: the term TSS (Total Suspended Solids), which are the cause of the turbidity of the sewage, is understood
as the sum of suspended and filterable solids. It represents the totality of the substances present in the sample
after drying at 105°C. The figure is expressed in %.

UNI EN ISO 14001: international technical standard for the certification of environmental management systems.
UNI EN ISO 9001: international technical standard for the certification of quality management systems.

VOLT: unit of measurement for electric voltage.
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WASTE AND WATER REGULATING AUTHORITY (AMBITO TERRITORIALE OTTIMALE - ATO): The Waste
and Water Regulatory Authorities (Ambito Territoriale Ottimale), pursuant to Italian Law 36 of 1994, determines
the territorial level of organisation of the Integrated Water Service in view of overcoming the fragmentation of the
operators and the achievement of adequately proportioned management; the Regional Law defines its
boundaries based on the river basin.

WASTE: ltalian Legislative Decree no. 152 of 3 April 2006 defines waste as “any substance or object that lies in
the categories listed in annex A of the fourth part of this decree and that has already been or is to be disposed of
by its owner”. This decree classifies waste, according to its origin, as municipal or industrial, and, according to its
level of hazardousness, as hazardous or non-hazardous.

WATT: unit of measurement for electric power.
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http://www.gruppoiren.it/sostenibilita.asp
http://irensostenibilita.it

For any comments, recommendations or criticism please fill out the on-line questionnaire:
http://www.gruppoiren.it/schede_valutazione_stakeholders.asp

Write us:
http://www.gruppoiren.it/contatti_sostenibilita.asp

2016 Sustainability Report is prepared by the Corporate Social Responsibility Department and Local Committees.
Project group:
Emiliano Bussolo
Beatrice Cavedoni
Damiano Durante
Mara Gaudi
Giulia Mancini
Simone Mazzata
Laura Pellegrini
Marta Carlotta Scarrone
Patrizia Tellini
Selina Xerra

Particular thanks goes to all of the colleagues of the Iren Group that contributed to the preparation of the Sustainability Report and the
members of the Local Committees for the commitment in the materiality analysis.
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