


- Other equity investments

Investments in other companies, classified as available for sale (AFS), are measured at fair value. Gains
and losses deriving from changes in fair value are recognised directly in other comprehensive income up
to the moment in which they are sold or have suffered an impairment loss; in this case, the total loss is
reversed from other comprehensive income and recognised in the income statement for an amount equal
to the difference between the acquisition cost and current fair value. If the fair value cannot be reliably
determined, investments are measured at cost adjusted for impairment losses, the effect of which is
recognised in the income statement.

The risk deriving from losses which exceed the carrying amount of the investment is recognised in a
provisions for risks to the extent that the company has a legal or constructive obligation with the investee
or is committed to covering its losses.

- Financial assets held for trading

Upon initial recognition, financial assets held for trading are measured at purchase cost, i.e. at the fair
value of the consideration paid: the transaction costs, as they are ancillary, are included in the purchase
cost.

Subsequent to initial recognition, they are measured at fair value, without deducting any transaction costs
that may be incurred upon sale or disposal. Changes in fair value are taken directly to the income
statement.

If fair value cannot be determined reliably, such assets are measured at cost.

- Financial assets available for sale

Upon initial recognition, available-for-sale financial assets are measured at the fair value of the
consideration paid (acquisition cost, including related costs).

Subsequent to initial recognition, they are measured at fair value, without deducting any transaction costs
that may be incurred upon sale or disposal. Changes in fair value are recognised in other components of
the statement of comprehensive income and transferred to the income statement only when the
available-for-sale assets are derecognised or have undergone an impairment loss.

If fair value of investments in instruments representing equity cannot be determined reliably, such assets
are measured at cost.

- Hedging instruments

The Group uses derivative financial instruments solely to hedge its exposure to currency, interest rate and
commodity risks.

A hedging relationship qualifies for hedge accounting, under IAS 39, if all of the following conditions are
met:

— at the inception of the hedge, or first-time adoption for instruments existing at 1 January 2005,
there is formal designation and documentation of the hedging relationship and the company’s
risk management objective and strategy for undertaking the hedge;

— the hedge is expected to be highly effective in offsetting changes in fair value (fair value hedges)
or cash flows (cash flow hedges) attributable to the hedged risk;

— for cash flow hedges, a expected future transaction that is hedged must be highly probable and
must present an exposure to changes in cash flows that might ultimately affect profit or loss;

— the effectiveness of the hedge can be reliably measured, i.e. the fair value or cash flows of the
hedged item and the fair value of the hedging instrument can be reliably measured;

— the hedge is assessed on an ongoing basis and is considered highly effective throughout the
entire life of the derivative.
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Hedging instruments are measured at fair value, calculated in accordance with IFRS 13. The fair value is
determined by using adequate measurement models for each type of financial instrument by using,
where available, the market forward curve, both regulated and not regulated (intrinsic value). For option
contracts fair value is supplemented with the time value, which is based on their residual life and the
volatility of the underlying.

Taking account of provisions specified by IFRS 7 on the fair value hierarchy, as extended by the new IFRS
13, for each category of financial instrument measured at fair value the fair value hierarchy is as follows:
- Level 1: Prices listed (not adjusted) on active markets for identical assets or liabilities;
- Level 2: Input data other than Level 1 listed prices which are observable for assets or liabilities,
either directly (as in the case of prices), or indirectly (i.e. derived from prices);
- Level 3: Input data related to assets or liabilities which are not based on observable market data
(unobservable data).

Hedging instruments are tested for effectiveness at each reporting date to check whether the hedge still
meets the requirements for designation as effective and can be recognised using hedge accounting.
If the requirements for the application of hedge accounting are met:

— for a cash flow hedge, fair value gains or losses on the hedging instrument are recognised in the
statement of comprehensive income for the effective portion of the hedge (intrinsic value), and
in the income statement for the time value portion and any ineffective portion (overhedging);

— for fair value hedges, fair value changes on both the hedging instrument and hedged item are
recognised in the income statement.

If the hedge no longer meets the criteria for hedge accounting, the gains or losses deriving from the
measurement at fair value of the hedging instrument are fully recognised in the income statement.

- Other financial assets and liabilities

Loans and receivables are initially recognised at fair value, adjusted by any directly attributable
transaction costs. They are subsequently measured at amortised cost.

Securities held to maturity are initially recognised at cost, increased by transaction costs borne for
acquisition of the financial asset. Subsequent to initial recognition, they are measured at amortised cost
using the effective interest method, net of impairment losses.

At each reporting date, or whenever impairment indicators arise, all financial assets, except for FVTPL
assets, are tested for impairment in order to determine whether there is objective evidence (such as
breaches of contractual agreements, possible bankruptcy or financial difficulties of the debtor, etc.) that
the value of the asset might not be entirely recoverable.

- Trade Receivables and Payables

Trade receivables and payables, with repayment dates that are in line with normal commercial practices,
are not discounted as the time value of money is not material for their measurement. They are recognised
at fair value (equal to their nominal amount) and are subsequently measured at amortised cost. Trade
receivables are measured net of the allowance for impairment of accounts receivable set up to cover
estimated losses.

- Cash and cash equivalents

Cash and cash equivalents include cash on hand, call deposits and short-term, highly liquid investments
(maturities of three months or less from the date of acquisition) that are readily convertible into known
amounts of cash and that are subject to an insignificant risk of changes in value.

Cash and cash equivalents, including ancillary charges, are measured at fair value.

Cash on hand and revenue stamps are measured at their nominal amount.
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Inventories

Inventories, mainly made up of materials and supplies for the maintenance and construction of plants,
raw materials, i.e. fuel oil, diesel and gas with respect to trading, are measured at the lower of cost
(purchase cost, transformation and other costs incurred to bring the inventories to their current place and
condition) and their expected net realisable or replacement value.

Cost is determined using the weighted average cost method.

If the cost of inventories cannot be recovered because they are damaged, have become entirely or partly
obsolete or their sales prices have decreased, they are written down to their net realisable value. If the
circumstances leading to the write-down no longer exist, the write-down is reversed.

Inventories pertaining to contract work in progress are measured using the percentage of completion
method, net of advances invoiced to customers. Orders for which a loss is expected at the level of direct
costs are subject to a specific write-down which is charged to the income statement in the period in which
the loss is recorded.

Equity

Share capital, including the various categories of shares, is stated at its nominal amount less share capital
proceeds to be received.

The purchase cost of treasury shares is recognised as a reduction in equity.

Costs directly attributable to share capital transactions of the parent are offset against equity.

Dividends are recognised as payables when they are approved by the Shareholders.

Employee benefits

As from 1 January 2012, the amendment to the international accounting standard IAS 19 “Employee
Benefits”, endorsed on 6 June 2012, was applied in advance. This amendment is applicable starting from 1
January 2013, although its application is on a voluntary basis for financial statements at 31 December
2012. The changes made in the amendment can be classified in three categories: measurement and
recognition, additional disclosures and further amendments.

The first category of amendments involves defined benefit plans. In particular, the corridor approach is no
longer used in recognizing actuarial gains and losses (the Iren Group was no longer using this method) and
instructions are now given to immediately recognise the components connected to “revaluations” (e.g.
actuarial gains and losses) in Other comprehensive income.
As regards presentation in the financial statements, the changes in liabilities connected with the
obligation related to a defined benefit plan are broken down into three components:

1) operating (service cost), personnel expenses;

2) financial (finance cost), net interest income/expense;

3) measuring (remeasurement cost), actuarial gains/losses.
As regards disclosures, information is given on the characteristics of the plans and related amounts
entered in the financial statements, as well as on the risk resulting from the plans and including a
sensitivity analysis of oscillations in demographic risk.
Post-employment benefits are defined according to plans which, based on their characteristics, are
separated into “defined contribution” and “defined benefit” plans.

In defined contribution plans, the company obligation, limited to the payment of State contributions or to
a separate fund, is calculated on the basis of contributions due. For the Group these are included under
post-employment benefits accrued since 1 January 2007, payable to the INPS (the Italian Social Security
Institution) fund and the share paid to the additional pension funds.
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The liability relating to defined benefit plans, net of any plan assets, is calculated according to actuarial
assumptions. For the Group, included in this category are post-employment benefits accrued until 31
December 2006 (or the date chosen by the employee if opting for allocation to supplementary funds), the
tariff discounts for employees and former employees, additional monthly salaries (Art. 47, national labour
agreement for the sector), the loyalty bonus paid to employees and contributions paid to the Premungas
fund.

The present value of the liability is calculated for each employee using the projected unit credit method.
The total liability is calculated by estimating the amount payable on termination of the employment
relations, taking into account economic, financial and demographic factors. This amount is recognised on
a proportional basis over the period of service matured.

For post-employment benefits accrued at 31 December 2006 (or the date chosen by the employee if
opting for allocation to supplementary funds), the proportional basis is not applied because at the
reporting date the benefits can be considered accrued in full.

The demographic, economic and financial variables are validated annually by an independent actuary.

Gains and losses deriving from actuarial calculations regarding post-employment benefits are immediately
recognised in Other comprehensive income, except for the loyalty bonus which is entirely recognised in
the Income statement.

Provisions for risks and charges
Provisions for risks and charges are set aside to cover liabilities of uncertain amount or due date that are
recognised when, and only when, the following conditions are met:

— the company has a present obligation (legal or constructive) as a result of a past event at the

reporting date;
— it is likely that an outflow of resources embodying economic benefits will be required to settle
the obligation;

— areliable estimate can be made of the amount of the obligation.
Risks for which the related liability is only potential are disclosed in the notes to the financial statements,
and no provision is made.
No additional information is provided for events that are remote, i.e. where it is very unlikely they will
arise, and no provision is made.
The provisions are recognised at the amount representing the best estimate of the total that the company
would pay to settle the obligation, or transfer it to third parties at year end. If the discounting effect on
the value of money is significant, the provisions are calculated by discounting expected future cash flows
at a pre-tax discount rate that reflects the current market assessment of the time value of money.
On discounting, the time-related increase in the provision is recognised as financial expense.
Provisions for landfill post-closure are discounted based on the government curve of interest rates at the
balance sheet date. Cash flows, indicated in the report drawn up by an independent expert, are
discounted on a YoY basis.
The provisions for the renewal of transferable assets was set up so as not to recognise costs for
maintenance, replacements and similar work, which do not increase the carrying amount of the asset,
only in the periods in which they were incurred but to distribute them among the different periods of use
of those assets.
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Revenue
Revenue is measured at fair value with respect to the amount received or due, taking account of any
commercial discounts and reductions connected with quantity.
Revenue from the sale of goods is recognised when:
- the company has transferred to the buyer the significant risks and rewards of ownership of the
goods;
- the company retains neither the ownership rights nor effective control over the goods sold by
the seller;
- the amount of revenue can be measured reliably;
- it is probable that the economic benefits associated with the transaction will flow to the
company;
- the costs incurred for the transaction and the costs to complete the transaction can be measured
reliably.
When an uncertainty arises about the collectability of an amount already recognised, the non-collectable
amount must be recognised as an expense, rather than as an adjustment of the income originally
recognised.
Revenue from services is recognised when:
- the amount of revenue can be measured reliably;
- it is probable that the economic benefits associated with the transaction will flow to the
company;
- the stage of completion of the transaction at the reporting date can be measured reliably;
- the costs incurred for the transaction and the costs to complete the transaction can be measured
reliably.

Grants related to assets and grants related to income

Grants related to assets are recognised, when they become payable, as deferred revenue and
systematically taken as income to the income statement over the useful life of the asset to which they
refer. The deferred revenue related to the grants is recognised in the Statement of Financial Position,
under Other liabilities, with suitably separated current and non-current amounts.

Grants related to income are recognised in the income statement when the recognition criteria are met,
i.e. when their recognition as a balancing entry of supply costs related to the grants is certain.

Other revenue and income

Other revenue and income include all types of revenue which are not included in the above-mentioned
cases and do not feature a financial nature. They are recognised in accordance with the above-mentioned
methods for revenue from goods and services.

Costs for the purchase of goods and services

Costs are measured at the fair value of the amount paid or to be paid. Costs for the acquisition of goods
and services are recognised when their amount can be reliably determined. The costs for the purchase of
assets are recognised upon delivery which, based on outstanding agreements, identifies the moment of
transfer of the related risks and rewards. Costs for services are recognised on an accrual basis upon
receipt.

Financial income and expense
Income arising from the use by others of company assets yielding interest and dividends is recognised
when:
- it is probable that the economic benefits associated with the transaction will flow to the
company;
- the amount of revenue can be measured reliably.

Income is recognised on the following basis:
- interest is recognised on an accrual basis that takes into account the effective yield on the asset;
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- receivables from dividends on investments are recognised when the shareholder’s right to
receive payment is established. This usually coincides with the resolution passed by the related
meeting.

When uncertainty arises about the collectability of an amount already recognised, the non-collectable
amount is recognised as an expense rather than as an adjustment to the income originally recognised.

Financial expense is recognised in the year in which it is incurred; expense that is directly attributable to
the acquisition, construction or production of a plant is capitalised as part of the cost of that asset when:

- itis likely that it will result in future economic benefits to the company;

- it can be reliably measured.

Income tax expense

Income taxes comprise all the taxes calculated on the Group’s taxable income.

Current and deferred taxes are recognised as income or expense and included in the profit or loss for the
year, except to the extent that the tax arises from a transaction or event that is recognised, in the same or
a different year, directly in equity.

Current tax is the expected tax payable on the taxable income for the year, applying the tax legislation
enacted or substantially enacted at the reporting date. Deferred tax liabilities are calculated based on the
temporary differences between the carrying amounts of assets and liabilities in the consolidated financial
statements and the amounts used for taxation purposes.

Deferred tax assets are recognised only when their recovery is probable.
Deferred tax liabilities are calculated at the tax rates that are expected to apply for the year in which the
differences are reversed.

The option for the Group tax consolidation scheme was exercised pursuant to Art. 118 of the new
Consolidated Income Tax Act. It requires that the consolidated companies transfer their IRES
receivables/payables to the parent Iren S.p.A. The latter then calculates IRES on the algebraic sum of
taxable profits/losses of each company taking part in the tax consolidation scheme.

In return for the taxable income earned and transferred to the parent, the consolidated company
commits to paying “tax settlements” to the parent equal to the amount of taxes owed on the income
transferred, net of the transferred IRES receivables.

Translation criteria

The functional and presentation currency adopted by the Group is the Euro. When transactions in foreign
currency are made, they are initially recognised at the exchange rate in effect on the transaction date.
Except for non-current assets, assets and liabilities in foreign currency are recognised at the closing rate
and the related exchange rate gains and losses are taken to the income statement. Any net gain is
allocated to a special reserve unavailable until realisation.

Emissions Trading Scheme

The Emissions Trading Scheme, which came into force in the European Union on 1 January 2005, is one of
the ‘flexible mechanisms’ permitted under the Kyoto Protocol in order to reach greenhouse gas emission
targets. The target for Italy was a 6.5% reduction in CO, emissions by 2012 compared with 1990.

Italian Legislative Decree No. 30 of 13 March 2013 transposed Directive 2009/29/EC into Italian law. This
directive introduced new rules for trading greenhouse gas emissions and new activities subject to
application of the regulations in the period 2013-2020.

The Group actively participates in the emissions trading scheme to reduce greenhouse gas emissions and
contribute to reaching the Group’s targets with respect to the domestic reduction plan.

The emission quotas, both acquired or received free of charge, are entered as intangible assets. These
guotas are initially measured at fair value, represented by the market value on allocation or by the actual
purchase price. The two amounts are substantially similar. Emission quotas are not amortised, but
eventually written down if impairment testing shows that their fair value decreases below the carrying
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amount. As regards emissions made during the year (measured at fair value), an amount is allocated to
the provisions for risks, which will be used when the related rights are cancelled. Upon sale of the
emission rights, the amount collected is entered less the emission rights and any capital gain/loss.
Emission quotas held for trading, which are still unsold at year end, are recognised in the statement of
financial position under Inventories of finished products and goods. These quotas will be measured at the
lower of cost and market value.

Energy efficiency certificates
Some energy certificates were assigned to the Group, strictly connected with the performance of specific
energy saving activities. In particular, the Group received:

- trade certificates from the Network Operator (GRTN) certifying the annual production of electrical
energy from renewable sources (Green Certificates). The Group is the owner of these certificates
thanks to the production of electrical energy through hydroelectric plants, the Tecnoborgo and
Iren Ambiente (PAI) waste-to-energy plant, biogas plants, as well as to the use of cogeneration
plants associated with district heating;

- tradeable certificates (TEE or Energy Efficiency Certificates - EECs) from the Authority for electrical
energy and gas (AEEG) which certify the adoption of energy saving measures ("White Certificates").

For accounting purposes, these energy certificates are considered as follows:

- Green Certificates deriving from the annual production of electrical energy from renewable
sources are recognised on an accrual basis;

- White Certificates are accounted for in a slightly different way according to whether the company
is bound or not bound to return the EECs. The entities that are bound to return the EECs recognise
both the grant related to the obligation for the year and the cost incurred or to be incurred for the
EECs purchased to meet obligations. If the EECs purchased exceed the compulsory amount, the
cost of the exceeding purchased certificates is discounted; conversely, if the certificates purchased
are not enough to meet obligations, the cost of certificates to be purchased will be allocated to
meet the compulsory amount for the year. Entities that are not bound to return EECs must
recognise revenue and costs of the certificates sold and suspend among inventories any unsold
certificates, measured at the weighted average cost.

Earnings per share

- Basic earnings per share

Basic earnings per share are calculated based on the profit or loss attributable to ordinary shareholders of
the parent. They are calculated by dividing profit or loss attributable to ordinary shareholders by the
weighted average number of ordinary shares outstanding during the year.

- Diluted earnings per share

Diluted earnings per share are calculated based on the profit or loss attributable to ordinary shareholders
of the parent.

For the purposes of calculating diluted earnings per share, the number of ordinary shares is the weighted
average number of ordinary shares plus the weighted average number of ordinary shares that could be
issued on conversion to shares of all potential ordinary shares with dilutive effects. This conversion takes
place at the beginning of the year or at the date of issue of the potential ordinary shares.
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ACCOUNTING STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET APPLICABLE AND
NOT ADOPTED IN ADVANCE BY THE GROUP

At the reporting date of these consolidated financial statements, the competent bodies of the European
Union have not yet concluded the process of endorsing the following accounting standards.

In July 2014 the IASB published the standard IFRS 9 “Financial Instruments”. The standard is the result

of a process that began in 2008 following the economic and financial crisis, with the aim of completely

rewriting the accounting rules for recognition and measurement of financial instruments specified in

IAS 39. In brief the rules of IFRS 9 regard:

— the criteria for classification and measurement of financial assets and liabilities. In particular, as
regards financial assets, the new standard uses one single approach based on management models
of financial instruments and characteristics of contractual cash flows of financial assets, with the
aim of determining the measurement criteria, by replacing the various rules provided by IAS 39. As
regards financial liabilities, the main amendment is instead related to accounting for fair value
changes of a financial liability designated as measured at fair value through profit or loss, in the
event that these are due to a change in the credit risk of the liability itself. According to the new
standard, these changes should be recognised under Other comprehensive gains/(losses) and will
no longer be entered in the income statement;

— impairment of financial assets. The standard establishes that the entity must recognise the
expected losses on its financial assets, where “loss” means the present value of all future lost
revenue, and provide adequate information on the estimation criteria used;

— hedging operations (hedge accounting). IFRS 9 introduces a number of significant changes that
mainly regard the effectiveness test, as the 80-125% threshold is abolished and replaced by an
objective test that verifies the economic relationship between the hedged instrument and the
hedging instrument, accounting only for the cost of the hedge, and extending the hedged elements
and the disclosure required.

IFRS 9 will be applicable prospectively starting from 1 January 2018.

On 21 November 2013 the IASB published certain minor amendments to IAS 19 “Employee Benefits”.
These amendments, endorsed on 17 December 2014 and applicable retrospectively from 1 February
2015, regard the simplified accounting treatment of contributions to defined benefit plans by
employees or third parties in specific cases.

On 12 December 2013, the IASB issued a series of amendments to the IFRS (Annual Improvements to
IFRS - 2010-2012 Cycle and Annual Improvements to IFRS - 2011-2013 Cycle). Among others, the most
significant subjects dealt with in these amendments are: a) definition of the vesting conditions in IFRS
2 - Share-based Payment; b) grouping of operating segments in IFRS 8 - Operating Segments; c)
definition of key management personnel in IAS 24 - Related Party Disclosures; d) exclusion from the
scope of application of IFRS 3 - Business Combinations of all forms of joint arrangements and e) certain
clarifications regarding exceptions to the application of IFRS 13 - Fair Value Measurement.

In May 2014 the IASB issued an amendment to the standard IFRS 11 “Joint Arrangements” which
provides the guidelines on the accounting treatment to be adopted in the case of acquisitions of
equity interests in joint operations, the activity of which meets the definition of a “business” as
defined in IFRS 3 “Business Combinations”. The amendment is applicable starting from 1 January 2016.

The amendments to the standards IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible
Assets” issued by the IASB in May 2014, clarify that use of a revenue-based method as the parameter
for calculating depreciation or amortisation of property, plant and equipment and intangible assets is
not appropriate, because revenues generated by an asset which entails the use of property, plant and
equipment and intangible assets generally reflect factors other than deterioration of the economic
benefits embodied in the assets themselves.

In January 2014 the IASB published the standard IFRS 14 “Regulatory Deferral Accounts”, which

permits an entity which is a first-time adopter of the IAS/IFRS International Financial Reporting
Standards to continue to measure accounting items associated with regulated activities in accordance
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with the accounting standards used previously. The present standard will be applicable starting from 1
January 2016.

e On 28 May 2014 the IASB issued the standard IFRS 15 “Revenue from Contracts with Customers”. The
purpose of the new standard is to establish the criteria to be adopted in order to provide users of
financial statements with information about the nature, amount and uncertainties associated with
revenue and cash flows deriving from existing contracts with customers. The standard in question
applies if all the following conditions are met:

i. the parties have approved the contract and have undertaken to perform their respective
obligations;
ii. each party’s rights in relation to the goods or services to be transferred and the payment terms
have been identified;
iii. the contract signed has commercial substance (the risks, timing or amount of the future cash
flows of the entity can change as a result of the contract);
iv. it is probable that the amounts associated with performance of the contract will be collected and
paid.
The new standard, which will replace IAS 18 “Revenue” and IAS 11 “Construction Contracts”, will be
applicable starting from 1 January 2017.

¢ In August 2014 the IASB issued an amendment to the standard IAS 27 - Separate Financial Statements
which reintroduces the possibility of measuring equity investments in subsidiaries, associates and joint
arrangements using the equity method in separate financial statements.

e On 11 September 2014 the IASB issued an amendment to IAS 28 which governs the treatment of
gains/losses deriving from “upstream” or “downstream” transactions between a company and one of
its associates or joint ventures, distinguishing between sales of businesses as defined by IFRS 3 (total
recognition) and simple assets (partial recognition).

e On 24 September 2014 lo IASB the IASB issued a collection of amendments to the IFRSs (Annual
Improvements to IFRSs — 2012-2014 Cycle) which regard mainly: a) specific guidance on “assets held
for distribution to owners” in the context of IFRS 5 — Assets Held for Sale; b) definition of the discount
rate for the purposes of IAS 19 — Employee Benefits.

Use of estimates

In order to prepare the financial statements in compliance with IFRS, estimates and related assumptions
are based on previous experience and other case factors, which are deemed reasonable and were
adopted to define the carrying amount of assets and liabilities to which they refer. Estimates have been
used to measure property, plant and equipment and intangible assets subject to impairment, as well as to
recognise provisions for credit risks, risks for obsolete inventory items, amortisation/depreciation and
impairment losses on assets, employee benefits, to determine the fair value of derivatives and available-
for-sale financial assets, taxes and other provisions for risks. These estimates and assumptions are
regularly revised. Any changes deriving from the revision of accounting estimates are recognised in the
period in which they are revised, if the revision refers only to the period under evaluation. Should the
revision involve both current and future periods, the variation is recognised in both the year in which the
revision occurs and in the related future periods.
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VI. GROUP FINANCIAL RISK MANAGEMENT

The management of business risks is an essential component of the Internal Control System of corporate
governance in a listed company, and the Code of Conduct set forth by Borsa Italiana assigns specific
responsibilities as regards this aspect.

A summary of the risk management methods is shown below for risk management and control with
respect to financial instruments (liquidity risk, exchange rate risk, interest rate risk, credit risk) and
commodity price risk related to fluctuations in the prices of energy commodities.

1. FINANCIAL RISKS

Iren Group activity is exposed to various types of financial risks, including liquidity risk, currency risk and
interest rate risk. As part of its Risk Management activities, the Group uses non-speculative hedging
contracts to limit currency risk and interest rate risk.

a) Liquidity risk

Liquidity risk is the risk that financial resources available to the company are insufficient to cover financial
and trade commitments in accordance with the agreed terms and deadlines.

The Group Finance Department is centralised in order to optimise the collection and use of financial
resources. Specifically, the centralised management of cash flows in Iren, both through cash pooling and
centralisation of all collection and payments within the Iren current accounts, make it possible to allocate
Group-wide available funds according to the needs arising from time to time within the single companies.
Cash movements are recognised in infra-group accounts along with infra-group interest income and
expense.

Other investees have an independent financial management structure in compliance with the guidelines
provided by the Parent.

Based on the cash pooling model, the accounts of all the companies are zeroed every day by means of a
netting system that transfers the balances of currency transactions to the accounts of the Parent.

The financial position, both current and forecast, and the availability of adequate credit facilities are
constantly monitored, and no critical points have emerged regarding the hedging of current financial
commitments. At 31 December 2014 the short-term bank credit facilities used by the Parent totalled Euro
379 million.

The table below illustrates the nominal cash flows required to settle financial liabilities:

thousands of euro

Carrying Contractual within one 1-5years  Over5years
amount cash flows year
:\f)ortgage and bond payables 2,380,274 (2,866,621) (293,394)  (1,202,620)  (1,370,607)
Hedging of interest rate risk 39,884 (38,148) (11,103) (24,767) (2,278)

(*) The carrying amount includes long-term and short-term mortgages

Cash flows required to settle other financial liabilities, other than those to banks, do not differ significantly
from the recognised carrying amount.

Iren has relations with the leading Italian and international banks, for the purpose of searching for the
types of loans most suitable to its needs, and the best market conditions. In 2014, the Iren Group took out
new medium/long-term loans totalling Euro 761 million, of which Euro 750 million for the Parent. Details
of the activities carried out in this area and of the individual transactions are shown in the paragraph
Financial Income and Expense.

At 31.12.2014, 69% of the residual amount payable for loans was contractualised at a fixed interest rate
and 31% at a floating rate.
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With regard to the liquidity risk potentially deriving from contractual clauses allowing counterparties to
withdraw financing should certain events occur (default and covenant risk), we can note that the clauses
in Iren's loan agreements are being observed. In particular, for certain medium/long-term loan
agreements Iren is committed to observing financial covenants (such as Debt/EBITDA, EBITDA/Financial
expense ratios) with annual verification. Moreover, other covenants have been provided for. One is the
Change of Control clause, which states that the Iren Group should be kept under direct and indirect
control by Local Authorities. In addition, there are Negative Pledge clauses, under which the company
undertakes not to give collateral beyond a specific limit, and the Pari Passu clause, which reserves an
equal treatment to lending banks with respect to the treatment for other unsecured creditors.

The medium/long-term loan agreements of certain companies which contribute to the Group's Net
Financial Position also envisage the observance of financial covenants which have been satisfied.

b) Exchange rate risk
Except as indicated under the section on energy risk, the Iren Group is not significantly exposed to
currency risk.

c) Interest rate risk
The Iren Group is exposed to interest rate fluctuations especially with regard to the measurement of
financial expense related to indebtedness. Iren Group's objective is to limit its exposure to interest rate
increases while maintaining acceptable borrowing costs.
In a non-speculative view, the risks associated with the increase in interest rates are monitored and, if
necessary, reduced or eliminated by swap and collar contracts with financial counterparties of high credit
standing, for the sole purpose of cash flow hedging. At 31 December 2014, except for certain marginal
positions, all contracts to limit exposure to interest rate risk were classified as cash flow hedges in that
they satisfy requisites for the application of hedge accounting.
The hedging contracts agreed, together with fixed-rate loans, hedge approximately 71% of gross financial
indebtedness and 91% of net financial indebtedness against interest rate risk, in line with the Iren Group's
target of maintaining a balance between positions at floating rate and positions at fixed rate or in any
case protected against significant increases in interest rates.
For a more complete understanding of the interest rate risks to which the Group is subject, stress testing
was performed on the sensitivity of net financial expense and evaluation components in derivatives
contracts to changes in interest rates.
As regards financial charges, this analysis was performed on the basis of reasonable assumptions as
follows:
e atheoretical increase and decrease of 100 basis points in the Euribor interest rates over the year
was applied to net financial indebtedness;
e in any existing hedge, interest rate shock was applied to both the debt position and related
hedging derivative with an extremely limited net effect on the income statement;
¢ the change in interest rates was also applied on the portion of interest expense capitalised during
the year;
With regard to hedges existing at year end, a 100 basis points theoretical upward and downward change
was applied to the forward curve of interest rates used to measure the fair value of the hedges.
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The following table illustrates the results of the above sensitivity analysis performed with reference to 31
December 2014.

thousands of euro

100 bps 100 bps
increase decrease
Increase (decrease) in net financial charges 1,854 (1,916)
Increase (decrease) in derivative fair value charges (42) 42
Increase (decrease) in hedging reserve 14,027 (14,899)

2. CREDIT RISK

The Group's credit risk is mainly related to trade receivables deriving from the sale of electrical energy,
district heating, gas and the provision of water and environmental services. The receivables show no
particular concentration since the exposure is spread across a large number of counterparties, belonging
to non-uniform customer categories (retail and business customers and public entities).

In carrying on its business, the Group is exposed to the risk that the receivables may not be honoured on
maturity with a consequent increase in their age and in insolvency up to an increase in receivables subject
to arrangement procedures or unenforceable. This risk reflects the current unfavourable economic and
financial situation.

To limit exposure to credit risk, the operational management of which is the responsibility of the single
territorial units, a number of tools have been introduced and identified. These include analysing the
solvency of customers at the acquisition stage through careful assessment of their creditworthiness,
transferring the receivables of discontinued and/or active customers to external credit recovery
companies and introducing new recovery methods for managing legal disputes.

The receivable management policy and creditworthiness assessment tools, as well as monitoring and
recovery activities differ in relation to the various categories of customers and types of service provided.
Credit risk is covered, for some types of business customers, with opportune forms of first-demand bank
or insurance guarantees issued by subjects of leading credit standing.

An interest-bearing guarantee deposit is paid for some types of services (water, natural gas, “protected
customer” electrical energy sectors) in compliance with regulations governing these activities. This
deposit is reimbursed if the customer uses payment by direct debit from a current account.

The payment terms generally applied to customers are related to the legislation or regulations in force or
in line with the standards of the free market; in the event of non-payment, default interest is charged for
the amount indicated in the contracts or by the legislation.

Provisions set aside for impairment of receivables accurately reflect the effective credit risk through
assessments based on analysis of the individual receivable items recorded in the databases, specifically
taking into account ageing, as well as comparison with historical losses on receivables and determination
of the average non-payment rate.

In view of the continuing unfavourable economic situation, the control over credit risks has been
improved by strengthening the monitoring and reporting procedures both at the Group level and in the
context of the subsidiaries, in order to promptly identify possible countermeasures .

In addition, on a quarterly basis the Risk Management Department collects and integrates the main data
on trade receivables provided by the Group companies, in terms of customers, business chain and ageing
band. Particular attention is paid to customers that present the largest proportion of past-due receivables,
both for the single companies and for the Group as a whole. Some of the above assessments are carried
out at intervals of less than three months or when there is a specific need.

During the Credit Risk Commission meetings, the results were presented and shared with the Credit
Managers of the first-level Companies, which operationally handle the management and collection of
receivables.

With reference to credit concentration we can note the relations between the subsidiaries Iren Servizi e

Innovazione (formerly Iride Servizi) and Amiat and the Municipality of Turin. For further details see in
particular Note 8 “Non-current financial assets” of the consolidated financial statements.
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3. ENERGY RISK

The Iren Group is exposed to price risk, including related currency risk, on the energy commodities traded,
(that is electrical energy, natural gas, coal, etc.) as both purchases and sales are impacted by fluctuations
in the price of such energy commodities directly or through indexing formulae.

The Group's strategy is to minimise the need to turn to the financial markets for hedges, both by aligning
the indexing of the commodities purchased and sold and by exploiting, vertically and horizontally, its
various business segments.

For this purpose, the Group carries out planning of its plants production and purchases of electrical
energy, with the aim of balancing energy self-production and market supply with the demand of Group
customers.

In October and November 2013, two commodity derivative contracts (Commodity swaps on Gas Release
07 index) were entered into as an energy portfolio hedge for 2014, for a total notional amount of 1 TWh.
In December 2013 and February 2014 three derivative transactions on exchange rates (Average Rate
Forward) were also entered into for a total of USD 129,946 thousand.

To hedge the 2015 energy portfolio, in November and December 2014 derivative transactions on
commodities (Commodity swap on TTF index) were entered into for a total notional amount of 877 GWh.
The fair value of agreements still in force on 31 December 2014 is a negative total of Euro 1,794 thousand.
Iren Mercato trading operations involve negotiating physical and financial contracts on the electrical
energy market and financial contracts directly on the underlying commodities. These contracts may refer
to various indexes (PUN, ITEC, Itmix, BINE) and trading on the IDEX. At 31 December 2014 no contracts
were in place that originate from such assets or classified in the specific Trading Portfolio.

Recognition of derivatives

Derivatives are measured at fair value, determined on the basis of market values or, if unavailable,
according to an internal measurement technique.

The Group deals with derivatives with the purpose of hedging specific currency, rate or price risks.

In order to recognise derivatives, it is necessary to distinguish between transactions that meet all of the
IAS 39 requirements in order to record them in compliance with the hedge accounting rules and
transactions that do not abide to all of the above-mentioned requirements.

Transactions recognised in compliance with hedge accounting rules
These transactions may include:

- fair value hedging transactions: the derivative and the hedged item are recognised at fair value in
the statement of financial position and the change in their fair values is recognised directly in the
income statement;

- cash flow hedging transactions: the derivative is recognised at fair value with a contra entry in a
specific equity reserve for the effective component of the hedge and in the income statement for
the ineffective component; when the hedged item arises, the amount suspended in equity is
reversed to the income statement.

The classification in the income statement of the ineffective component and the deferred amount
transferred from equity is based on the nature of the underlying instrument. Therefore, in the case of
commodity derivatives they are recognised in the gross operating profit, whereas in the case of interest
rate risk hedges, they are recognised in financial income and expense.
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Transactions not recognised in compliance with hedge accounting rules

The derivative is recognised at fair value in the statement of financial position.
The change in the fair value of the derivative is recognised in the income statement and is classified based
on the type of underlying instrument:

- in the case of commodity derivatives, in the gross operating profit/loss; specifically, the realised
component is recognised to adjust the income or expense to which it refers, while the portion
determined from measuring the derivative at the end of the period is classified under other
expense or other income;

- in the case of interest rate risk hedges, in financial income or expense.

As regards the measurement of the derivative in the statement of financial position items, the fair value
of the derivative is recognised in non-current financial assets and liabilities if the related underlying item is
a non-current item. Conversely, the derivative is recognised in current financial assets and liabilities if the
underlying item is settled within the reference period.

Fair value

In addition to the carrying amount, the fair value, along with the methods and major assumptions used to
determine it, must be disclosed for every class of assets and liabilities shown in the financial statements.
Fair value is determined as the sum of estimated future cash flows in relation to assets or liabilities,
including the related financial income or expense discounted at year end. The present value of future
flows is determined by applying the curve of forward interest rates at the balance sheet date.

In order to provide a disclosure as complete as possible, the corresponding figure from the previous year
is also indicated.

thousands of euro

31.12.2014 31.12.2013
(;:Lf:f Fair Value gamrro‘ﬁ:f Fair Value
Assets for hedging derivatives - - - -
Bonds due at more than 12 months (*) (815,095) (903,692) (367,640) (398,200)
Loans - non-current portion (1,352,935) (1,407,958) (1,433,219) (1,371,234)
Loans - current portion (212,244) (251,513) (667,547) (712,062)
Liabilities for hedging derivatives (39,884) (39,884) (37,176) (37,176)
Total (2,420,158) (2,603,047) (2,505,582) (2,518,672)

(*) At 31.12.2014, the fair value of the Put Bond was Euro 196,106 thousand (Euro 188,929 thousand at 31.12.2013)

As regards financial asset and liability classes which are not included in the table above, the carrying
amount is equal to fair value.

Fair value hierarchy
The following table shows financial instruments recognised at fair value, based on the measurement
technique used. The various levels were defined as shown below:
- Level 1: prices listed (not adjusted) on active markets for identical assets or liabilities
- Level 2: input data other than Level 1 listed prices which are observable for assets or liabilities,
either directly (as in the case of prices), or indirectly (i.e. derived from prices)
- Level 3: Input data related to assets or liabilities which are not based on observable market data
(unobservable data).
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thousands of euro

31.12.2014 Level 1 Level 2 Level 3 Total

Available-for-sale financial assets 388 388

Financial assets designated at fair value through
profit or loss

Financial assets held for trading -

Derivative financial assets -

Total assets 388 - - 388
Derivative financial liabilities (41,678) (41,678)
Gross total 388 (41,678) - (41,290)

thousands of euro

31.12.2013 Level 1 Level 2 Level 3 Total

Available-for-sale financial assets -

Financial assets designated at fair value through
profit or loss

Financial assets held for trading -

Derivative financial assets -

Total assets - - - -
Derivative financial liabilities (37,258) (37,258)
Gross total - (37,258) - (37,258)

All the Group's hedging instruments have a fair value which can be classified at level 2. This level is
measured through valuation techniques, that take, as a reference, parameters that can be observed on
the market (e.g. interest rates, commodity prices) and are different from the price of the financial
instrument, or in any case that do not require a significant adjustment based on data which cannot be
observed on the market.

We can also note that no transfers occurred amongst the various Levels of the fair value hierarchy.

Capital management

The capital management policies of the Board of Directors involves maintaining a high level of capital to
uphold relations of trust with investors, creditors and the market, and also allowing future business
development.

The Board of Directors monitors the return on capital and the level of dividends for distribution to
ordinary shareholders, and aims to maintain a balance between achieving extra yield by recourse to
indebtedness and the benefits and security offered by a solid equity position.

152 Consolidated Financial Statements and Notes at 31 December 2014



VIl. INFORMATION ON TRANSACTIONS WITH RELATED PARTIES

Consequently, on 3 December 2013 Iren’s Board of Directors, with the opinion in favour of the Control
and Risk Committee, adopted a new version of the “Internal Regulation on transactions with related
parties” (hereinafter also the “TRP Regulation”), already approved on 30 November 2010 and amended
on 6 February 2013, in implementation:
e of the provisions relating to transactions with related parties pursuant to Article 2391-bis of the
Italian Civil Code;
e of the provisions pursuant to Art. 114 of Italian Legislative Decree 58 of 24 February 1998 (the
“Consolidated Law on Finance” or TUF);
e the regulation containing provisions on transactions with related parties, adopted by Consob with
its resolution 17221 of 12 March 2010 and subsequently amended with resolution 17389 of 23
June 2010 (the “Consob Regulation”).

The Company and its subsidiaries disclose related party transactions in accordance with transparency and
fairness principles. A good part of these relations concern services provided to the customers in general
(gas, water, electrical energy, heat, technological services in general, etc.) and are governed by contract
rules normally applicable to these situations.

Where the services provided are not current, the relations are governed by specific agreements whose
terms are established in accordance with normal market conditions. If these references are not available
or significant, the various profiles will be defined in consultation with independent experts or
professionals.

Transactions with subsidiaries and associates

Intercompany Services - In order to make best use of the organisational synergies arising from the merger
of IRIDE and Enia, the Iren structure was designed in accordance with a holding model, with sufficient staff
structures to support the activity of coordinating the Group and to deal with the most challenging matters
of general interest. Therefore, Iren can provide professional services to the first-level companies and
subsidiaries, according to their needs, based on service agreements signed by the parties.

All these activities are governed by special supply contracts at arm’s length terms.

Financial management - Organisational solutions were adopted with the aim of centralising financial
management for the entire Group under the direct responsibility of Iren S.p.A., in order to optimise the
structure and conditions of access to third party financing.

To this end, loans are taken out by Iren with financial institutions, whereby the funds are subsequently
transferred to the Group’s companies to support the investments made by these companies based on
intercompany facility agreements.

The Board of Directors approved the regulation of financial transactions between the Parent and the First-
level Companies, regarding both the cash pooling of resources available within the Group for day to day
requirements (working capital), and the management of resources needed to support non-current
investments. The conditions of intercompany contracts, signed based on the above regulation, were
defined according to the conditions at which the Parent procures on the financial market.

Tax consolidation scheme - Starting from 2010, Iren S.p.A. adopted the tax consolidation scheme pursuant
to Arts 117 et seq. of the new Consolidated Income Tax Act (TUIR). Under this approach, IRES is calculated
on the taxable income of the Group, calculated as the total taxable profits and losses recognised by the
individual consolidated companies, properly adjusted for the consolidation changes.

All financial and legal transactions between the parties are governed by the specific intra-group
agreement between the companies involved and the parent, Iren S.p.A.

The new tax consolidation scheme therefore includes, in addition to the consolidating company Iren
S.p.A., the following companies: AEM Torino Distribuzione, IREN Servizi e Innovazione, IREN Acqua Gas,
IREN Mercato, IREN Energia, IREN Gestioni Energetiche, AGA, Mediterranea delle Acque, Immobiliare
delle Fabbriche, Nichelino Energia, Eniatel, Tecnoborgo, IREN Ambiente, IREN Ambiente Holding, IREN
Emilia, Genova Reti Gas, IREN Rinnovabili, Green Source, Enia Solaris, Varsi Fotovoltaico, Millenaria
Fotovoltaico, Agriren and TLR V.
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In particular, this contract covers the way in which the IRES taxable amounts are transferred and the
related remuneration, as well as the effects of any suspension of the above-mentioned regime or of its
non-application in future years.

Italian Law No. 244 of 24 December 2007 (2008 Budget Law), with effect starting from the 2008 tax
period, radically changed the group taxation rules. It abolished all consolidation adjustments provided for
by Art. 122 of the Consolidated Income Tax Act, abrogated the rules regarding intra-group transfers
pursuant to Art. 123 of the Consolidated Income Tax Act and introduced the possibility, under certain
conditions, to deduct from the consolidated income the surplus interest expense of the participating
companies that may have accrued due to the new interest expense deductibility provisions set forth in
Art. 96 of the said Act.

By reason of regulatory amendments, the Regulations in force were drawn up taking into account the
above-mentioned criteria, pursuant to provisions set out by Art. 22 of the same Regulations.

After the companies chose to adhere to the tax consolidation scheme, in return for the taxable income
earned and transferred to the parent, the consolidated company commits to pay to the parent “tax
settlements” equal to the amount of taxes owed on the income transferred, net of the transferred IRES
receivables.

The other obligations of the parties are also pointed out in the Regulation, including the consolidated
entities having to send information flows so that the parent is able to determine the total group Income
for IRES purposes.

The consequences regarding early interruption of the consolidation, failure to renew and the
responsibilities of the parties in the case of errors attributable to them, pursuant to art. 127, paragraph 2
of the Consolidated Income Tax Act, are indicated in specific paragraphs.

With reference to Group companies that operate in the production, trading, transportation or distribution
sectors of natural gas or electrical energy, also generated from renewable sources, these (still for 2014,
because from 2015 it has been considered unconstitutional by the judgement of 11 February 2015 of the
Constitutional Court) these are subject to the IRES tax surcharge of 6.5%. This additional tax must be paid
autonomously by the above-mentioned companies, even if they are party to the tax consolidation.

Group VAT option - In terms of procedures, for 2014, the payment of Group VAT involved the transfer to
the parent Iren S.p.A. of all obligations regarding VAT settlements and periodic payments.

The companies that took part in the settlement procedure are the parent Iren S.p.A. and the following
companies: Iren Energia S.p.A., Iren Servizi e Innovazione S.p.A., Iren Acqua Gas S.p.A., Iren Mercato
S.p.A., AEM Torino Distribuzione S.p.A., Iren Gestioni Energetiche S.p.A. (formerly CAE AMGA Energia
S.p.A.), AES Torino S.p.A. (only for the first half of the year because from 1 July 2014, following the
demerger of the district heating unit in favour of Iren Energia, it is no longer part of the Iren group),
Genova Reti Gas S.r.l, Iren Ambiente S.p.A., Iren Emilia S.p.A., ENA Solaris S.p.A., Idrotigullio S.p.A.,
Mediterranea delle Acque S.p.A. and Nichelino Energia S.r.l., Iren Rinnovabili S.p.A. and TLR Veicolo S.p.A.

Other significant transactions with associates

During 2014, Iren Mercato's operations continued through a gas supply contract entered into with the
associate Sinergie Italiane. This allowed the company to supply not only the Genoa and Emilia catchment
areas, but also some trading companies belonging to the Iren Group.

We can note that instead the relationship with Plurigas ended on 30 September 2014, the moment in
which the associate ceased doing business.

Following the start-up of TRM S.p.A.'s waste-to-energy plant, during 2013, the following contracts were
activated with the associate:

- “Operating Rules” related to the contract for Iren Ambiente to maintain the plant. The relations
between Iren Ambiente and TRM regard, in addition, disposal in landfills of sludge and ash which
remain after combustion and, marginally, conferment of waste by Iren Ambiente to the waste-to-
energy plant;

- contract for the supply of electricity produced by the waste-to-energy plant to Iren Mercato.

- contract related to conferment of undifferentiated waste by Amiat to the waste-to-energy plant.
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Transactions with related-party shareholder Municipalities

Iren S.p.A. provides Finanziaria Sviluppo Utilities S.r.l., a special purpose company through which the
Municipalities of Genoa and Turin hold their equity investment in Iren S.p.A., with a series of services in
the legal, administrative, financial and tax areas, in accordance with specific agreements that provide for
fair compensation for the services.

It is important to note, furthermore, the relations with local authorities on whose territory Iren also
operates through its subsidiaries.

Through Iren Servizi e Innovazione (formerly Iride Servizi), the Iren Group provides various services to the
Municipality of Turin in support of its activities for the benefit of the administered community, such as
management of street lighting and traffic light services, management of heating and electrical systems of
municipal buildings or buildings used to provide services to the community, global services and others.
The services rendered by Iren Servizi e Innovazione (formerly Iride Servizi) are governed by specific long-
term agreements.

We can note that during 2012 an agreement was signed with the Municipality of Turin, which provides for
the reduction of receivables due to the Iren Group from the Municipality of Turin and the amendment of
some provisions of the current service conventions between Iren Servizi e Innovazione (formerly Iride
Servizi) and the City of Turin. This agreement was supplemented with addenda signed in 2013 and 2014
regarding the settlement of certain economic items, the Municipality’s commitment to allocating amounts
for extraordinary maintenance and the start-up of a joint working party for benchmark analysis and
definition of optimum maintenance plans.

Iren Mercato supplies the Municipalities of Turin, Genoa, Reggio Emilia, Parma and Piacenza with
electrical energy and the Municipalities of Genoa, Reggio Emilia and Parma also with gas, at the conditions
normally applied to all other customers. Its subsidiary, CAE S.p.A., provides services relating to the
management of air conditioning systems in public buildings and to the management of technological
systems at sports and public service facilities to the Municipality of Genoa, on the basis of long-term
contracts.

Iren Acqua Gas, through its subsidiary Mediterranea delle Acque S.p.A., provides the offices and facilities
of the municipality of Genoa and directly the Municipalities of Reggio Emilia and Parma with drinking
water and sewers based on supply contracts similar to those signed with all other customers.

Amiat provides the Municipality of Turin with the environmental health service in accordance with the
Service Contract in being since 1 January 2013, which provides for conditions similar to those applied to
all other customers.

Iren Emilia and Iren Ambiente provide:

a) the Municipalities of Reggio Emilia, Parma and Piacenza with urban waste collection and disposal
services at the conditions normally applied to all other customers;

b) the Municipality of Piacenza with drinking water and sewerage services based on supply contracts
similar to those signed with all other customers;

c) the Municipality of Parma with public lighting services;

d) the Municipality of Reggio Emilia with public park maintenance and snow clearing services;

e) the Municipality of Piacenza with public park maintenance, snow clearing and cemetery services.

It is worth noting that a settlement agreement was signed with the Municipality of Parma to settle the
credit/debit position with some Iren Group companies.

Transactions with other related-party shareholders

According to the “Internal regulation on transactions with related parties”, Iren’s Directors defined the
Intesa Sanpaolo Group as a related party. The Group has financial relations with the Intesa Sanpaolo
Group, mainly relating to various loan types such as mortgage loans, credit lines and current accounts.
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In addition, to supply the integrated water service in the provinces of Parma, Piacenza and Reggio Emilia,
the company Iren Acqua Gas, with the payment of an annual lease, uses the assets of the companies
Parma Infrastrutture, Piacenza Infrastrutture and AGAC Infrastrutture, controlled by the Municipalities
involved.

Information on financial transactions with related parties is shown in paragraph “XIll. Annexes to the
consolidated financial statements”, considered an integral part of these notes.

Transactions with Directors

Lastly, with regard to directors, we can note that other than regarding their offices held within the Group
companies there have been no transactions with the directors.

Information on remuneration can be found in the Remuneration Report published under the terms of Art.
123-ter of the Consolidated Law on Finance.

VIII. SIGNIFICANT SUBSEQUENT EVENTS

Organisational Rationalisation Work

Starting from 1 January 2015 the Iren Group companies were involved in a number of reorganisation
projects that saw a strong commitment of the new Governance which considered a priority the objective
of strengthening the unitary nature of Group governance and identifying clearly the main activities and
responsibilities related to each structure ensuring a rapid and real integration process, indispensable for
tackling the challenges of the Market.

The Parent Company's organisation was involved in a first rationalisation project which, from 1 January
2015, entailed a simplification of the head office departments which were reorganised as follows:

e “Corporate Secretariat, Internal Audit and Compliance”, “Communication and External Relations”,
“Local Institutional Relations” and “Internationalisation and Innovation” reporting to the
Chairperson;

e “Procurement and Contracts”, “Administration, Finance and Control”, “Legal Affairs”, “Personnel,
Organisation and Information Systems” and “Strategy and Regulatory Affairs” reporting to the Chief
Executive Officer;

e “Corporate Social Responsibility and Territorial Committees”, “Risk Management” and “Corporate
Affairs” reporting to the Deputy Chairperson

From the same date the hierarchical structure of all the Departments and staff organisational units of all
the first level companies and subsidiaries, were defined by the corresponding head office departments.

On 1.2.2015 the Organisational Units of the various Parent Company Departments were created, the
activities and responsibilities of all the structures were defined and the complete staff structure of Iren
SpA was published. 422 new resources from the group's various first-level companies and subsidiaries
were absorbed into this by secondment, in keeping with the centralised activities. Iren SpA's staff
structure in force at 1 February thus consisted of 784 people.

Starting from March the organisation of the first-level companies was also redefined, although only
marginally, presenting the staff structures by Business Unit and defining the activities and responsibilities
of the said companies' structures.

It was also decided to begin a review of the processes, structures and systems at the single BU level to
revise the organisation of the said BUs, by the end of April 2015, assessing also the opportunity for further
combinations — mergers between companies and revision of the business model.

Bank Loans

In January 2015 the second tranche of 50 million of the Unicredit bank loan agreed at the end of 2014 was
used and a new medium-term loan from Cassa Depositi e Prestiti of 100 million was agreed and used.
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Merger by incorporation of Acque Potabili S.p.A. into Sviluppo Idrico S.p.A.

With reference to the operation for merger by incorporation of Acque Potabili S.p.A. into Sviluppo Idrico
S.p.A., described in the paragraph on Significant events of the period, we must specify that on 20 January
2015 the merger by incorporation deed was signed, with civil-law effects starting from 1 February 2015,
while the accounting and tax effects will be recognised in the financial statements of Sviluppo Idrico S.p.A.
with effectiveness retroactive to 1 January 2015. At the date of effectiveness of the merger, all the Acque
Potabili ordinary shares were cancelled; the last day the stock was listed on the MTA market was 30
January 2015.

Robin Hood Tax Judgement

With Judgement 10/2015 of 9 February 2015 the Constitutional Court declared unconstitutional Art. 81
paragraphs 16, 17 and 18 of Italian Decree Law No 112 of 25 June 2008 converted with Italian Law No. 133
of 6 August 2008, which had introduced a an IRES tax surcharge, the so-called “Robin Hood Tax”, payable
by production, distribution and marketing companies operating in the energy and oil sectors. This
unconstitutionality does not have retroactive effect, because it was established that the judgement must
apply from the day after its publication in the Official Journal (11 February 2015).

As a result of the above, subject to the further in-depth studies which will be carried out on the
aforementioned verdict, for the Group companies involved the amount of the IRES surcharge due also for
financial year 2014 has been calculated and ascertained and the provisions for deferred tax assets and
liabilities related to the “Robin Hood Tax” set aside in previous years have been eliminated from the
financial statements, with a total net economic impact of approximately Euro 22 million.

IX. OTHER INFORMATION

CONSOB COMMUNICATION NO. DEM/6064293 of 28 July 2006

Significant non-recurring events and transactions
As indicated in the report on the 2012 financial statements, to which you are referred for a complete
discussion, during the first half of 2014 the contribution of a portion of the real estate assets was
completed. These assets were deemed non-core with respect to the development of industrial business,
and were transferred to the real estate investment fund created and managed by Ream SGR S.p.A.,
entitled Fondo Core MultiUtilities, in order to release financial resources as well as to streamline property
management.
This contribution operation is classifiable as operational leasing, because it meets all the requisites, first of
all the one that requires transfer of ownership and risks to another subject (specifically, the fund
management company, REAM SGR S.p.A.).
The operation can be summarised in the following steps:

— Contribution of the Real Estate Assets and the related debt (acquired in advance) to the Fund;

— Starting from 1 January 2013 re-assumption in leasing, at market terms, by the Iren Group of all the

real estate assets through the signing of leasing agreements, for a term of 18 years;

— Placing of the Fund units with third-party investors;

— Maintenance by the Iren Group of an interest of not more than 5% in the said Fund.
During the year, after the placing of 170 units, a capital gain of approximately Euro 21 million was
recorded; this had a positive effect on the net financial position which, in line with the accounting
treatment adopted also in 2012, was classified among other income (capital gain on disposal of assets)
commented on in note number 32.

On 1 July 2014 the non-proportional partial spin-off of the district heating business unit of the
Municipalities of Turin and Moncalieri of AES Torino S.p.A. took effect, with attribution to the Group
company Iren Energia of the related assets, and the 33% interest in Nichelino Energia S.r.l., the personnel
operating in this context, the capital and all legal relationships directly attributable to these plants.
The non-proportional partial spin-off operation was carried out with the following methods:
e spin-off of the unit involved in the operation by AES Torino S.p.A. and simultaneous decrease in
the latter's equity;
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¢ cancellation of the entire equity investment held by the Iren Group in AES Torino, measured at
equity up to 30 June 2014 on the basis of the prescriptions of IFRS 11 — Joint Arrangements (Euro
151,251,254).

The transaction was identified as a business combination, and as such was treated in accordance with the
provisions of IFRS 3 - Business Combinations. At the acquisition date (1 July 2014) the Iren Group

measured the identifiable assets and liabilities acquired at their respective fair values.

The table below provides details of the fair value of the assets and liabilities acquired.

thousands of euro

Property, plant and equipment and intangible assets 378,252
Financial assets 2,805
Other non-current assets (liabilities) 44
Inventories 584
Trade receivables 28,147
Other receivables and other current assets 107
Trade payables (9,907)
Other payables and other current liabilities (386)
Deferred tax assets (liabilities) (15,820)
Post-employment benefits and other employee benefits (1,800)
Financial assets 3,133
Financial payables (210,693)
FAIR VALUE - TOTAL NET ASSETS 174,466

The comparison between the value of the equity investment and the fair value of the unit, net of the
equity interest in Nichelino Energia - already fully consolidated - led to the recognition of a positive
component of Euro 22,616 thousand included under the item “Value adjustments of equity investments”.

As part of a multi-annual project for demographic and professional rebalancing of the Group's personnel,
in view of a plan to recruit young people, the Iren Group launched a plan to encourage voluntary early
termination of the employment relationship of personnel belonging to the companies Iren S.p.A., Iren
Acqua Gas S.p.A., Iren Ambiente S.p.A., Iren Emilia S.p.A., Iren Energia S.p.A., Iren Mercato S.p.A., Iren
Servizi e Innovazione S.p.A., AEM Torino Distribuzione S.p.A., Genova Reti Gas S.r.l., IdroTigullio S.p.A,,
Iren Gestione Energetiche S.p.A., Laboratori Iren Acqua Gas S.p.A., Mediterranea delle Acque S.p.A., and
Tecnoborgo S.p.A., with two distinct methods:

a) payment of a one-off sum, to employees who are eligible for a pension by 30 September 2015;

b) implementation of Article 4 (paragraphs 1-7-ter) of Italian Law 92/2012 (the “Fornero employment
reform”) with reference to employees who become eligible for an old-age or early pension starting from
1.10.2015 and up to 31.12.2018 inclusive. In brief, the above article permits retirement up to 4 years
before the date of becoming eligible for a pension (for old age or contribution period), after a trade union
agreement in which a surplus of personnel is declared, providing that the employer pays to the INPS — for
each worker who accepts, terminating his or her employment - the contributions due until the minimum
requirements for retirement are met and an amount equal to the pension treatment that would be
payable on the basis of the current rules (isopension), an amount that is then paid by the INPS to the
retired employee. To activate this opportunity the employer must also present a bank surety
guaranteeing solvency in relation to the obligations assumed and activate a series of prior check
procedures with the INPS, which is responsible for certifying the eligibility and calculating the amounts
payable by the employer.
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Iren, also in the name and on behalf of the subsidiaries involved, signed a Framework Agreement with the
trade unions on 24 October 2014.

As of 31 December 2014, 496 employees had shown an interest in consensual termination of the
employment relationship. On this basis the Iren Group has estimated and set aside a liability of Euro 36.1
million.

During financial year 2013 the non-proportional partial spin-off of Edipower came into effect, with
assignment to Iren Energia of thermoelectric generation assets (the Turbigo plant) and hydroelectric
generation assets (the Tusciano hub), together with the employees of those sites, equity items, and all
legal relations directly attributable to these plants. For further details, see the disclosures in the 2013
financial statements.

Positions or transactions deriving from atypical and/or unusual operations

In 2013 the Group was not involved in atypical and/or unusual operations, as defined in the
Communication itself, i.e. transactions that may, due to their significance/relevance, nature of the
counterparties, subject of the transaction, methods for determining the transfer price and timing of the
event (near year end), give rise to concerns about the correctness/completeness of the accounting
disclosures, conflict of interest, safeguarding of the company’s assets or protection of minority
shareholders.

Publication of the Financial Statements

The Financial Statements were approved for publication by Iren S.p.A.’s Board of Directors at its meeting
of 13 March 2015. The Board of Directors authorised the Chairman, the CEO and the Managing Director to
make such changes to the financial statements as necessary or adequate to improve them until the date
of approval by the Shareholders.

The shareholders’ meeting to be called to approve the separate financial statements of the Parent has the
right to request amendments to the aforementioned consolidated financial statements.
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X. NOTES TO THE STATEMENT OF FINANCIAL POSITION

Unless otherwise stated, the following tables are in thousands of Euro.

ASSETS

NON-CURRENT ASSETS

NOTE 1_PROPERTY, PLANT AND EQUIPMENT

The breakdown of property, plant and equipment, divided between historical cost, accumulated
depreciation and carrying amount, is shown in the following table:

thousands of euro

Accumulated . Accumulated .
Cost L. Carrying Cost L. Carrying
depreciation depreciation
at at amount at at e amount at
31/12/2014 31/12/2014 31/12/2014 31/12/2013 31/12/2013 31/12/2013
Land 93,846 (1,551) 92,295 76,927 (1,558) 75,369
Buildings 419,418 (119,982) 299,436 287,294 (86,859) 200,435
Leaseholds 1,656 (615) 1,041 6,735 (2,233) 4,502
Land and buildings 514,920 (122,148) 392,772 370,956 (90,650) 280,306
Plant and machinery 4,142,762 (1,634,431) 2,508,331 3,311,487 (1,306,043) 2,005,444
Leased plant and machinery 637 (628) 9 637 (592) 45
Plant and machinery 4,143,399 (1,635,059) 2,508,340 3,312,124 (1,306,635) 2,005,489
Industrial and commercial 103,212 (75,809) 27,403 83,346 (56,130) 27,216
equipment
Leased industrial and ) ) _ ) _ )
commercial equipment
Industrial and commercial 103,212 (75,809) 27,403 83,346 (56,130) 27,216
equipment
Other assets 192,988 (163,436) 29,552 120,008 (100,620) 19,388
Other leased assets 463 (402) 61 884 (747) 137
Other assets 193,451 (163,838) 29,613 120,892 (101,367) 19,525
Assets under construction and 34,118 ) 34,118 234,801 ) 234,801
payments on account
Total 4,989,100 (1,996,854) 2,992,246 4,122,119 (1,554,782) 2,567,337
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The variation in the historical cost of property, plant and equipment is shown in the following table:

thousands of euro

Openin Changes in Closin
P 8 consolidation Increases Decreases Reclassifications &
balance balance
scope

Land 76,927 12,626 4,136 (144) 301 93,846
Buildings 287,294 61,405 4,190 (6) 66,535 419,418
Leaseholds 6,735 - - - (5,079) 1,656
Land and buildings 370,956 74,031 8,326 (150) 61,757 514,920
Plant and machinery 3,311,487 586,019 96,336 (7,358) 156,278 4,142,762
Lease.d plant and 637 ) ) ) ) 637
machinery

Plant and machinery 3,312,124 586,019 96,336 (7,358) 156,278 4,143,399
Industrial and commercial 83,346 16,657 4,081 (1,031) 159 103,212
equipment

Leased equipment - - - - - -
Industrial and commercial 83,346 16,657 4,081 (1,031) 159 103,212
equipment

Other assets 120,008 71,779 5,490 (4,538) 249 192,988
Other leased assets 884 - - (421) - 463
Other assets 120,892 71,779 5,490 (4,959) 249 193,451
Assets under construction 234,801 1,528 16,350 (118) (218,443) 34,118
and payments on account

Total 4,122,119 750,014 130,583 (13,616) - 4,989,100

Iren Group

161



The variation in accumulated depreciation is shown in the following table:

thousands of euro

Openin Changes in Depreciation Closin
P 8 consolidation P . Decreases Reclassifications &
balance for the period balance
scope

Accumulated
depreciation, land gl ) ; 7 ; (1,551)
Accumulated
depreciation, buildings e e (19,430) (11,873) 1 (1,821) (119,982)
Accumulated
depreciation, Leaseholds 1222 ) 120 ) e (615)
Accumulated
depreciation, buildings (90,650) (19,430) (12,076) 8 - (122,148)
Acc. depreciation, plant (1,306,043) (198,913) (134,912) 5,437 - (1,634431)
and machinery
Acc. depreciation, leased
plant and machinery C82! ) &) ) ) (628)
Acc. depreciation, plant

R (1,306,635) (198,913) (134,948) 5,437 - (1,635,059)
and machinery
Acc. depreciation, ind. (56,130) (14,709) (5,839) 869 : (75,809)
and comm. equipment
Acc. depreciation, leased ) ) ) ) ) )
ind. and comm. equip.
Accumulated
depreciation, industrial (56,130) (14,709) (5,839) 869 - (75,809)
and commercial
equipment
Accumulated depreciation

(100,620) (59,692) (7,191) 4,067 - (163,436)

of other assets
Acc. depreciation of other (747) ) (77) 422 ) (402)
leased assets
Accumulated
depreciation of other (101,367) (59,692) (7,268) 4,489 - (163,838)
assets
Total (1,554,782) (292,744) (160,131) 10,803 - (1,996,854)

The change in consolidation scope column shows:

¢ the balances of the property, plant and equipment of the business unit related to the activity of
distributing district heating acquired following the non-proportional spin-off of the joint venture AES
Torino (net carrying amount Euro 378,251 thousand);

e the balances deriving from line-by-line consolidation of the company Amiat S.p.A. (net carrying
amount Euro 79,019 thousand).

Land and buildings
This item primarily includes industrial buildings connected with Group plants and related land.

Plant and machinery

This item refers to costs for electrical energy production plants, heat production plants, electrical energy
distribution networks, gas distribution networks, heat distribution networks and plants related to waste
disposal services not operated under concessions as per IFRIC 12. Freely transferable assets are included
in the assets of electrical energy production plants.

The increases in the period, equal to Euro 96,336 thousand, mainly refer to:
- investments in cogeneration and hydroelectric plants of Euro 40,197 thousand;
- development of the district-heating network and new connections to the network, including heat
exchange substations, meters and remote reading appliances, for Euro 13,183 thousand;
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- installation of new electronic meters for end customers and new connections to the electricity
distribution network, totalling Euro 18,742 thousand,;

- the estimate of future expenses in relation to dismantling a number of the Group's plants of Euro
8,894 thousand.

Industrial and commercial equipment
This item includes costs related to the purchase of supplementary or auxiliary assets for plants and
machinery, such as rubbish bins, laboratory and other equipment.

Other assets
This item refers to costs for the purchase of office furniture and machines and vehicles.

Assets under construction and payments on account

The item assets under construction includes all expenses incurred for investments in progress and not yet
in operation. The reclassification refers mainly to the Parma Integrated Environmental Hub project which
came into operation during the year.

Ordinary depreciation for 2014, totalling Euro 160,131 thousand, was calculated on the basis of the rates
previously indicated and considered representative of the residual useful life of the assets.

It is worth noting that, with Italian Law No. 134 of 7 August 2012, Parliament amended the regulations in
force regarding the large shunt concessions for hydroelectric purposes (“hydroelectric concessions”).

The regulation also sets out that the outgoing operator shall be granted an amount calculated:

- as regards “wet assets” (collection, regulation works, penstocks, drain pipes included in the
business branch of the outgoing operator, the “transferable assets”), based on the revalued
historical cost, net of public capital grants, revalued, received by the operator for the construction
of these assets, less normal wear;

- as regards “dry assets” (property, plant and equipment included in the business unit of the
outgoing operator and not included in the “wet assets” category, the non-transferable assets),
based on the reconstruction value, less normal wear.

As a result of this legislation, starting from 2012 for transferable assets related to expired hydroelectric
concessions with a residual carrying amount lower than the estimated amount payable to the outgoing
operator (calculated based on the above provisions), the related depreciation has been suspended.

The group holds assets acquired through finance leases for a value of Euro 1,111 thousand (Euro 4,684
thousand at 31 December 2013), mainly related to industrial buildings.

Lastly, no assets are pledged against liabilities.

NOTE 2_INVESTMENT PROPERTY

The following table highlights the breakdown of the item:

thousands of euro
Accumulated Accumulated

C:: t depreciation a(r:‘;Lyr::i o C:ts t depreciation a(r:‘;:xyr::i "

31/12/2014 31/1;;2014 31/12/2014 31/12/2013 31/1;;2013 31/12/2013
Land 2,861 - 2,861 2,800 - 2,800
Buildings 12,618 (1,052) 11,566 12,360 (703) 11,657
Total 15,479 (1,052) 14,427 15,160 (703) 14,457

The item consists mainly of properties acquired from the company Sportingenova against the settlement
of part of the receivable due from that company.
The fair value of investment property is not lower than the carrying amount.
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NOTE 3_ INTANGIBLE ASSETS WITH A FINITE USEFUL LIFE

Intangible assets, broken down between historical cost and accumulated amortisation, are shown in the
following table:

thousands of euro
Accumulated Accumulated

Cost s Carrying Cost s Carrying
at depre:tlatlon amount at at depreaticlatlon amount at
31/12/2014 31/12/2014 31/12/2014 31/12/2013 31/12/2013 31/12/2013
Development costs 526 (526) - 524 (514) 10
'r'i‘;h”tsst”a' patents and similar 64,399 (51,476) 12,923 54,910 (41,374) 13,536
Licences, trademarks and similar
rights 1,659,768 (590,813) 1,068,955 1,569,661 (534,731) 1,034,930
Other intangible assets 135,332 (94,563) 40,769 114,993 (77,776) 37,217
Assets under construction and 112,023 ) 112,023 92,521 _ 92,521
payments on account
Total 1,972,048 (737,378) 1,234,670 1,832,609 (654,395) 1,178,214
The variation in the historical cost of intangible assets is shown in the following table:
thousands of euro
Openin Changes in Impairment Closin
P 8 consolidation Increases Decreases Reclassifications losses for the g
balance . balance
scope period
Development costs 524 2 - - - - 526
Ir.1dustr|a| patents and similar 54,910 4,652 2912 ) 1,925 ) 64,399
rights
Licences, trademarks and 1,569,661 58 54,093 (2,286) 38,309 (67) 1,659,768
similar rights
Other intangible assets 114,993 3,827 27,234 (12,515) 1,793 - 135,332
Assets under construction and 92,521 111 61,974 (556) (42,027) . 112,023
payments on account
Total 1,832,609 8,650 146,213 (15,357) . (67) 1,972,048
Changes in accumulated amortisation are shown in the following table:
thousands of euro
Opening chan_ges !n Depreciation Closing
consolidation ) Decreases
balance for the period balance
scope
Acc. deprec., development costs (514) (2) (10) - (526)
Acc. deprec. of ind. patents and similar rights (41,374) (4,272) (5,830) - (51,476)
Acc: amF)rtlsatlon of licences, trademarks and (534,731) 175 (58,076) 1,819 (590,813)
similar rights
Acc. amortisation of other intangible assets (77,776) (3,124) (13,918) 255 (94,563)
Total (654,395) (7,223) (77,834) 2,074 (737,378)
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The change in consolidation scope column shows:

¢ the balances of the property, plant and equipment of the business unit related to the activity of
distributing district heating acquired following the non-proportional spin-off of the joint venture AES
Torino (net carrying amount Euro 1 thousand);

e the balances deriving from line-by-line consolidation of the company Amiat S.p.A. (net carrying
amount Euro 1,379 thousand);

e the balances deriving from line-by-line consolidation of the company TLR V (net carrying amount Euro
111 thousand);

e the balances deriving from deconsolidation of the company Climatel (net carrying amount Euro 64
thousand).

Industrial patents and similar rights

This item mainly relates to the total costs borne for the purchase of corporate and management software
and the acquisition of rights for the exclusive use of technical studies on the statistical trend of network
losses, amortised over five years.

Licences, trademarks and similar rights

This item is primarily composed of:

assets recognised in application of IFRIC 12, related to the operating segments of natural gas
distribution, the Integrated Water Service and, marginally, district heating;

the right of use of aqueduct networks by virtue of the concessions granted by the Municipality of
Genoa and other neighbouring municipalities;

concessions for the use of the IT network of third party operators.

Other intangible assets

This item is primarily composed of:

costs incurred for in-house customisation of licensed software applications;

expense for the ordinary maintenance of electrical systems and special installations of the
Municipality of Turin, capitalised and amortised over the term of the fifteen-year agreement;
emission trading quotas held for internal needs;

costs for the commercial development of customers.

Assets under construction and payments on account

This item mainly consists of investments for concession services governed by IFRIC 12, in addition to
software licences and related implementation costs.
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NOTE 4_GOODWILL

This item totals Euro 124,407 thousand (unchanged with respect to 31 December 2013) and mainly refers
to goodwill for:

- acquisition of control over Acqua ltalia S.p.A. (now Mediterranea delle Acque S.p.A.), where the
positive difference between the purchase cost and fair value of acquired and identifiable assets
and liabilities was recognised as goodwill of Euro 23,202 thousand (allocated to the integrated
water service CGU);

- acquisition of ENEL’s business unit related to the distribution and sale of electrical energy to non-
eligible customers in the Municipality of Turin, in which the positive difference between the
purchase cost and fair value of acquired and identifiable assets and liabilities was recognised as
goodwill for Euro 64,608 thousand (allocated to the energy infrastructures CGU, especially
electrical energy networks);

- the business unit purchased from ENEL at the end of 2000 and referred to electrical facilities of the
city of Parma, for an amount of Euro 10,444 thousand (allocated for Euro 3,023 thousand to energy
infrastructures CGU, especially electricity networks and for Euro 7,421 thousand to the market
CGU);

- shares in Enia Energia (now merged into Iren Mercato), acquired from Sat Finanziaria S.p.A. and
Edison, for an amount of Euro 16,761 thousand (allocated to the market CGU).

Goodwill is considered an intangible asset with an indefinite useful life. Therefore, it is not amortised, but
annually tested for impairment to check whether the carrying amount is still recoverable.
The Iren Group impairment tests are organised on two levels:

- Cash-Generating Units, corresponding to the business sectors described in the foreword to these
notes based on the Group’s Business Plan. This method allows for a more effective disclosure of
goodwill and future investment plans and supplies a homogeneous analysis of information
communicated to the market. In particular, the cash-generating units are represented by Energy
Infrastructures, Generation, Market, Integrated Water Service and Waste Management.

- For First-Level Companies (Iren Acqua Gas, Iren Ambiente, Iren Emilia, Iren Energia and Iren
Mercato, when specific impairment triggers occur with special reference to goodwill, assets and
value recoverability of their equity investments.

Within the assessments made, the recoverable amount was determined by calculating the value in use of
an asset or referring to fair value, net of costs to sell. In order to obtain the best estimate of the value in
use, assessments were made by using pre-tax operating cash flows, which derive from the latest and most
extensive economic and financial projections included in the update of the draft business plan, presented
to the Board of Directors in November 2014, and the pre-tax terminal value, calculated using the
perpetual yield method, if applicable, based on going concern assumptions for all businesses. The average
of the perpetual yield and non-current assets was used as the control method. This is based on the
reasonable assumption that, if the business is discontinued, the recovery value will be at least equal to
the non-current assets net of any grants/assets transferable to third parties.

The discount rate, defined by the pre-tax weighted average cost of capital (WACC), is calculated
specifically for each SBU and is included in the 5.60%-8.50% range, according to the specific business unit
concerned.

In general, and prudentially, the “g” growth rate was used to calculate the terminal value equal to zero at
real values. In the event of standalone plans used at nominal values, the “g” growth rate used was equal
to programmed inflation (1.5%).

The impairment test performed on 31 December 2014 on the CGUs, corresponding to the business
sectors described in the foreword to these notes, highlighted no impairment losses.

The second-level impairment test carried out by the individual First-Level Companies showed no
impairment of Associates and Other companies.

Note that for all Cash-Generating Units the recoverable value is higher than the carrying value. This
difference is particularly sensitive to changes in the pre-tax weighted average cost of capital (WACC) and
the definition of the Terminal Value. The definition of these two variables follows a prudential approach in
terms of construction logic and absolute value. Appropriate stress tests were performed on the sensitivity
of the recoverable value as the two variables deteriorate, without any significant problems emerging.

In the light of the current volatility of markets and the uncertain economic prospects for the future, the
company considers it opportune to point out that the regulated businesses are subject to a specific sector
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legislation which governs margins. These businesses, therefore, have stable and foreseeable margins also
in turbulent market periods.

NOTE 5_INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

Investments accounted for using the equity method are equity investments in companies in which the
Group has joint control or exercises a significant influence.

The Group companies measured using the equity method at 31 December 2014 are shown in an annex.
Changes for the year are shown in the following tables:

Equity investments in joint ventures
thousands of euro

Changes in Reversals/imp Measurement
- Increases/ . Dividend s with direct
31/12/2013 consolidation Decreases alrr‘nent I?sses distribution effect on 31/12/2014
scope in equity .
equity

AES Torino 166,001 (150,085) - 19,634 (35,729) 179 -
Iren Rinnovabili 13,086 - 6,333 (153) - (2,705) 16,561
OLT Offshore LNG 55,381 - 3,683 (28,781) - (661) 29,622
Societa Acque
Potabili 28,396 - - (1,076) - 17 27,337
Sviluppo Idrico - - 6,635 5,373 - - 12,008
TOTAL 262,864 (150,085) 16,651 (5,003) (35,729) (3,170) 85,528

As far as the equity investments in AES Torino are concerned we can note that on 1 July 2014 the non-
proportional partial spin-off of the company took effect with attribution to Iren Energia of the business
unit related to the activity of distributing district heating. The non-proportional partial spin-off led to
cancellation of the entire equity investment held by Iren Energia in AES Torino. Further details can be
found in the section “Significant non-recurring events and transactions”.

The investment in Sviluppo Idrico S.r.l. refers to paying in, in several tranches, of 50% of the company's
share capital. Sviluppo Idrico S.r.l., whose share capital is held in equal parts by the Iren Group and by
SMAT, was set up in order to launch a voluntary takeover bid for all the ordinary shares of Societa Acque
Potabili S.p.A. The company's positive result for the period reflects the difference between the pro rata of
the equity of Societa Acque Potabili acquired through the takeover bid and the bid price paid. For further
details, see the disclosures in the paragraph “Significant events in the period” in the Report on
Operations.
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Equity investments in associates

thousands of euro

Changes in Increases/ Re:;::::r{tim Dividend I\:s\;:ii:rgir:eecrtlt Reclassificat
SLA2 2oL conssc:::i‘(;:tion Decreases losses in distribution effect on ions 31/12/2014
equity equity

A2A Alfa 487 - = (24) = - = 463
Acos 7,685 - = 492 (82) - = 8,095
Acos Energia 755 - - 305 (175) - - 885
Acquaenna - - - - - - - -
é\.gA‘faS de San Pedro 5,856 - - 136 (454) 782 - 6,320
Aiga 337 - - (52) - - - 285
Amat 3,064 - - 7 - - - 3,071
Amiat 36,369 (41,166) = 6,643 (1,846) - = -
Amter 685 - - 30 (58) - - 657
Asa 21,474 - - 3,868 - (1,252) - 24,090
Astea 19,654 - - 783 - 138 - 20,575
Atena 5,758 - - 827 (92) - - 6,493
Domus Acqua 28 - - 45 - - - 73
Fingas 5,638 - - (324) - - - 5,314
,F\;’:I‘;Ztcll‘l’trlzs 123 - (21,066) 21,043 - - (100) -
Gica = - = - = - = -
Global Service Parma 79 - - (73) - - - 6
Il tempio 103 - - 49 - - - 152
Iniziative Ambientali 507 - - (12) - - - 495
Mestni Plinovodi 4,860 - - - - - - 4,860
Mondo Acqua 142 - - - - - - 142
Nord Ovest Servizi - 2,625 - - - - 780 3,405
Plurigas 12,929 - = (318) (3,000) (171) (9,440) -
Rio Riazzone 221 - - 1 - - - 222
S.M.A.G. 70 - - (1) - - (69) -
\S/ae'rf;?t‘; Energia 1,380 - - 1,116 (557) - - 1,939
Sea Power & Fuel 4 - - - - - _ 4
Sinergie Italiane - - - - - - - -
Sosel 728 - - 66 (17) - - 777
Tirana Acque 47 - - (47) - - - -
TRM V 33,293 - 38,840 (40) - (11,340) - 60,753
Valle Dora Energia Srl 498 - - - - - - 498
XEmAbiEe”ri’fia ¢ 604 - - 510 (296) - (818) -
TOTAL 163,378 (38,541) 17,774 35,030 (6,577) (11,843) (9,647) 149,574

As regards the equity investment in Amiat we can note that in December 2014 the Group exercised,
through the company Amiat V S.p.A. controlled by Iren Ambiente S.p.A., the right of pre-emption for the
purchase of 31% of the company’s share capital offered by FCT Holding Srl. The acquisition of a further
31% of Amiat S.p.A., in exchange for a price of Euro 21,666,700, enabled the Iren Group to acquire control
over it.

The Group's equity investment in the Core Multiutilities Fund was reclassified among “Other equity
investments” because, following the sales of units during the first half of 2014, at 31 December 2014 the
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Group holds an interest of 0.22%. The sale generated a capital gain of Euro 21,043 thousand which, in
keeping with what was done on the occasion of the 2012 financial statements, was classified among other
revenue and income.

The equity investment in Nord Ovest Servizi was reclassified from other equity investments to the present
item because, following the full consolidation of Amiat, the Group acquired a further 15% of shares which,
added to the 10% that it already held, means that the Group exercises significant influence over the
company.

As regards the equity investment in Plurigas, on 27 March 2013 the Shareholders’ Meeting resolved on
the liquidation of the company and from the fourth quarter of 2014 the company is no longer operating.
Therefore the equity investment was reclassified among assets to be discontinued. Iren’s Directors believe
that at the end of the liquidation procedures, Iren will collect an amount which is substantially equal to its
share of the company’s equity.

The increase in the equity investment in TRM V S.p.A. refers for Euro 35,665 thousand to the exercise of
the purchase option by F2i Ambiente S.p.A. of a 24% in the company and for Euro 3,175 thousand to the
subscription of the share capital increase launched by the company. Therefore at 31 December 2014 the
Group holds a 49% interest in TRM V S.p.A. The measurement with a direct effect on equity, a negative
Euro 11,340 thousand, refers mainly to the proportion of the change in fair value, for the effective part, of
the derivative entered into by TRM S.p.A., controlled by TRM V, to hedge the oscillation of interest rates
on the existing loan.

The value of the investment in Acquaenna was reduced to zero due to the difficulties of the company,
with particular reference to the recoverability of receivables.

As regards the equity investment in Sinergie Italiane, the carrying amount of which is zero, the provisions
for risks against the risk of future losses of this investee amounted to Euro 10,000 thousand.
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NOTE 6_OTHER INVESTMENTS

This item relates to investments in companies over which the Group has neither control, nor joint control,
nor significant influence. Since their fair value could not be reliably determined, these investments were
maintained at cost, adjusted for any impairment losses.

The list of other Group investments at 31 December 2014 is shown in an annex.

Changes for the year are shown in the following table:

thousands of euro

31/12/2013 cons?)(:ilt::tion Reclassifications Disposals Im’:jsi:?:nt 31/12/2014
scope
Acque Potabili Siciliane 20 - - - (20) -
Astea Energia 7 - - - - 7
Atena Patrimonio 10,645 - - - - 10,645
ATO2 Acque societa consortile 6 - - (6) - -
Autostrade Centro Padane 1,248 - - - - 1,248
BT Enia 2,110 - = - = 2,110
C.R.P.A. 52 - - - - 52
CIDIU - 2,306 - - - 2,306
Consorzio Compost CIC - 2 - - - 2
Consorzio Leap 10 - - - - 10
Consorzio Topix 5 - - - - 5
Cosme 2 - = - = 2
CSP Innovazione nelle ICT 28 - - - - 28
Energia Italiana - - - - - -
Environment Park 399 844 - - - 1,243
Fondo Core Multiutilities - - 100 - - 100
Nord Ovest Servizi 780 - (780) - - -
RE Innovazione 8 - = - = 8
Rupe 10 - - - - 10
SDB Societa di biotecnologie 10 - - - - 10
Stadio di Albaro 27 - - - - 27
T.ICASS. 4 - = - . 4
TRV 120 (120) - - - -
TOTAL 15,491 3,032 (680) (6) (20) 17,817

NOTE 7_NON-CURRENT TRADE RECEIVABLES

The item amounted to Euro 51,232 thousand (Euro 18,506 thousand at 31 December 2013) and refers to
the receivables of the integrated water service for lower volumes supplied with respect to the constraint
of revenue due to the operator; the current tariff method provides generally (unless the fee growth limit
is reached) for their recovery in the fee after two years. We can note that in the 2013 financial statements
these amounts were presented in the item “Trade receivables” of current assets.
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NOTE 8_NON-CURRENT FINANCIAL ASSETS

This item, equal to Euro 66,439 thousand (Euro 79,424 thousand at 31 December 2013), refers to
securities other than equity investments, financial assets and the fair value of derivatives.

Securities other than investments

The item in question includes securities considered, on the basis of the provisions of IAS 39 — Financial
Instruments: Recognition and Measurement, as held for sale or as investments held to maturity.
Specifically they amount to Euro 40 thousand (unchanged compared to 31 December 2013) and refer to
securities given as collateral to authorities, classified as held-to-maturity investments, and are measured
at amortised cost.

Financial receivables and fair value of derivatives

thousands of euro

31/12/2014 31/12/2013

Non-current financial receivables from joint ventures 30,839 29,500
Non-current financial receivables from associates 1,194 705
Non-current financial receivables from related-party shareholders 32,141 46,934
Non-current financial receivables from others 2,225 2,245
Total 66,399 79,384

Non-current financial receivables from joint ventures regard receivables from Iren Rinnovabili (Euro 5,000
thousand) and from its subsidiaries Enia Solaris (Euro 18,000 thousand), Greensource (Euro 4,612
thousand), Millenaria (Euro 1,747 thousand) and Varsi (Euro 1,480 thousand).

Financial receivables from associates relate to amounts due from the companies Acquaenna, Aiga, Agua
de San Pedro and Nord Ovest Servizi, whose amounts are not individually significant.

Receivables from related-party shareholders refer to amounts due from the Municipality of Turin for Euro
31,644 thousand and from the Intesa Sanpaolo Group for Euro 497 thousand.

The amounts due from the Municipality of Turin, which accrue interest in favour of the Group, refer to
classification of the non-current portion of receivables on the current account used to settle trade and
financial relations between the subsidiary Iren Servizi e Innovazione S.p.A. (formerly Iride Servizi S.p.A.)
and the Municipality of Turin.

These receivables form part of an overall position, totalling Euro 203,600 thousand, and are divided
among various accounting items according to their classification by type and maturity: Trade receivables
(Note 12) and Current financial assets — financial receivables from Parents (Note 15), as shown in the
following table.

We can note that at 31 December 2014 the balance of trade receivables includes the receivables claimed
by the company Amiat from the Municipality of Turin (Euro 126,947 thousand) for environmental and
winter road management services.

Iren Group

171



172

thousands of euro

31/12/2014  31/12/2013

Trade receivables for services on issued invoices 135,186 13,207
Trade receivables for services on issued invoices 8,095 10,405
Trade receivables for electrical energy and other supplies 14,755 11,486
Allowance for impairment of accounts receivable (5,388) (5,448)
Total trade receivables 152,648 29,650
Non-current portion of financial receivables in current account 31,644 46,368
Total non-current financial receivables 31,644 46,368
Current portion of financial receivables in current account 16,100 17,000
Financial receivables for interest 3,208 4,891
Total current financial receivables 19,308 21,891
Total 203,600 97,909

In November 2012 an agreement was signed between the City of Turin and the Iren Group, which
provides for the reduction of receivables from the City of Turin. In 2013 and 2014 there were additions to
the 2012 agreement regarding the settlement of certain economic items, the Municipality’s commitment
to allocating amounts for extraordinary maintenance and the start-up of a joint working party for the
benchmark analysis and definition of optimum maintenance plans. These agreements regard the activities
carried out by the subsidiary Iren Servizi e Innovazioni related to public lighting and traffic light
management services.

From a prudential assessment carried out by the Directors, based on the agreements signed with the City
of Turin, it is estimated that approximately Euro 16 million of the financial receivables from the
Municipality of Turin are collectible within 12 months.

The balance of trade receivables from the Municipality of Turin increased by Euro 122,998 thousand (net
of provisions for impairment receivables) and the balance of current and non-current financial receivables
decreased by Euro 17,307 thousand. The Iren Group’s total exposure towards the Municipality of Turin
therefore increased by Euro 105,691 thousand compared to 31 December 2013. The increase was due
only to consolidation of the company Amiat; net of the receivables claimed by the latter, in fact, the
balance from the Municipality of Turin would have fallen by Euro 21,256 thousand.

Other receivables include an interest-free loan to the company Medgas.

NOTE 9_OTHER NON-CURRENT ASSETS

These are detailed in the following table:

thousands of
euro

31/12/2014  31/12/2013

Guarantee deposits 13,136 17,742
Tax assets after 12 months 9,182 9,218
Other non-current assets 8,936 10,612
Non-current accrued income and prepaid expenses 15,752 15,410
Total 47,006 52,982
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The decrease in guarantee deposits was due to the repayment of some of the amounts paid to the
company Sinergie Italiane.

Tax assets at more than 12 months include the credits accrued following the application to deduct IRAP
from IRES, Art. 2 paragraph 1 quater Italian Law Decree No. 201 of 6 December 2011 and the credits for
the IRPEF advance on post-employment benefits paid in accordance with Italian Law 140/1997. In
accordance with the relevant legislation, this amount has been recovered since 1 January 2000 and is
revalued annually based on the same criteria used to revalue the post-employment benefits.

Prepayments mainly include the long-term prepaid portion, relating to energy service contracts signed by
the subsidiary Iren Gestioni Energetiche S.p.A.

NOTE 10_DEFERRED TAX ASSETS

These total Euro 277,678 thousand (Euro 305,915 thousand at 31 December 2013) and refer to deferred
tax assets deriving from elements deductible in future years. They also include the tax effect on
adjustments made on IFRS first-time adoption.

The reduction with respect to 31 December 2013 was due above all to the reversal of pre-paid taxes
relating to the IRES surcharge (the Robin Hood Tax) which the judgement of the Constitutional Court of 11
February 2015 declared unconstitutional.

Reference should be made to the income statement, Note 43 “Income tax expense” shown in the annex,
for further details.

CURRENT ASSETS

NOTE 11_INVENTORIES

Inventories, measured at weighted average cost, primarily comprise natural gas and consumables
intended for maintenance and construction of the Group plants.

The reduction with respect to 31 December 2013 was due to lower gas stocks associated with the
exceptionally mild season.

The summary of changes occurring over the period is as follows:

thousands of
euro

31/12/2014  31/12/2013

Raw materials 120,013 143,642
Inventory write-down provision (39,680) (39,246)
Carrying amount 80,333 104,396
Contract work in progress 1,326 2,222
Total 81,659 106,618

The inventory write-down provision was set up and is used to take into consideration inventories that are
technically obsolete and slow-moving.

At 31 December 2014 no inventories were pledged against liabilities.
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NOTE 12_TRADE RECEIVABLES

These are detailed in the following table:
thousands of
euro

31/12/2014  31/12/2013

Receivables from customers 878,030 985,060
Allowance for impairment of accounts receivable (142,578) (131,610)
Net receivables from customers 735,452 853,450
Trade receivables from joint ventures 17,676 19,921
Trade receivables from associates 27,370 25,180
Trade receivables from other Group companies 19,578 23,597
Trade receivables from related-party shareholders 186,804 66,591
SArl]l:rv;/Ezlc;etc;r impairment of accounts receivable - receivables from related-party (8,916) (8,976)
Total 977,964 979,763

We can note that at 31 December 2014 factoring transactions were completed with derecognition of the
receivables for a total of Euro 66,868 thousand.

We can also note that the comparative data at 31 December 2013 were reclassified to include in the item
"Non-current trade receivables", in keeping with what was done in financial year 2014, the receivables of
the integrated water service for lower volumes supplied with respect to the constraint of revenue due to
the operator (Euro 18,506 thousand).

Trade receivables, gross of provisions for impairment of receivables, are broken down by maturity as
follows:

thousands of
euro

31/12/2014 31/12/2013

Not past due 582,857 631,198
Past due from 0 to 3 months 158,753 122,466
Past due from 3 to 12 months 144,633 137,118
Past due for more than one year 243,215 229,567
Total 1,129,458 1,120,349

Receivables from customers

These mainly relate to receivables due for electrical energy, gas, water and heat supplies, environmental
services and sundry services. The balance takes into account the allowance for impairment of accounts
receivable, illustrated below, for Euro 151,494 thousand (Euro 140,586 thousand at 31 December 2013).

Receivables from joint ventures

This item includes receivables from the Group joint ventures, consolidated with the equity method. These
relate to normal trade transactions performed at arm’s length. For further details, reference is made to
the table of transactions with related parties shown in the annex.

Receivables from associates
These relate to normal trade transactions performed at arm’s length. For further details, reference is
made to the table of transactions with related parties shown in the annex.

Receivables from other Group companies

These relate to receivables from certain non-consolidated Group companies, relating to ordinary trading
transactions performed at arm’s length.

Consolidated Financial Statements and Notes at 31 December 2014



Receivables from related-party shareholders

Receivables from related-party shareholders refer to trading transactions performed at arm’s length with
territorial authorities (Municipalities of Genoa, Parma, Piacenza, Reggio Emilia and Turin) and, marginally, with
the company FSU. The balance takes into account the allowance for impairment of accounts receivable of
Euro 8,916 thousand (Euro 8,976 thousand at 31 December 2013). For further details, reference is made
to the table of transactions with related parties shown in the annex.

The allowance for impairment features the movements shown in the following table:

thousands
of euro
Provisions Change in
31/12/2013 Utilisations set asidein consolidation 31/12/2014

the period scope
AIIO\{vance for impairment of accounts 131,610 (38,141) 47,59 1513 142,578
receivable
Allowance for impairment of accounts
receivable — receivables from related-party 8,976 (2,000) 1,283 657 8,916
shareholders
Total 140,586 (40,141) 48,879 2,170 151,494

The provision was used to cover losses on receivables.

NOTE 13_CURRENT TAX ASSETS

These amount to Euro 19,334 thousand (Euro 5,042 thousand at 31 December 2013) and include
receivables from the tax authority for IRES and IRAP. For further information on estimating current taxes
in the financial year please see Note 43.

NOTE 14_OTHER RECEIVABLES AND OTHER CURRENT ASSETS

These are detailed in the following table:

thousands of
euro

31/12/2014  31/12/2013

Receivables for revenue tax/UTIF 65,388 21,129
VAT credit 4,027 7,988
Other tax assets 3,956 3,799
Tax assets due within one year 73,371 32,916
Receivables from CCSE 56,540 54,731
Green certificate receivables 43,939 65,425
Advances to suppliers 4,285 3,597
Receivables for Group tax consolidation and VAT - 5,059
Other current assets 32,464 12,024
Other current assets 137,228 140,836
Accrued income and prepayments 22,835 23,453
Total 233,434 197,205

We can note that at 31 December 2014 factoring transactions were completed with derecognition of
receivables for green certificates, for energy-efficiency certificates and from Cassa Conguaglio Settore
Energetico (the Electricity Industry Adjustment Fund) for a total of Euro 45,285 thousand.
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In relation to receivables from the Cassa Conguaglio Settore Elettrico (CCSE), a portion of the amounts
shown may not be collectable within the next 12 months.

The increase in receivables for income taxes is due to pre-payments and settlement payments which are
influenced by invoicing volumes for the current year and the previous year.

NOTE 15_CURRENT FINANCIAL ASSETS

This item, equal to Euro 471,301 thousand (Euro 418,407 thousand at 31 December 2013), refers to
securities other than equity investments and financial receivables.

Securities other than investments

The item in question includes securities considered, on the basis of the provisions of 1AS 39 — Financial
Instruments: Recognition and Measurement, as held for sale or as investments held to maturity.

In particular they amount to Euro 388 thousand (not present at 31 December 2013) and refer to
government bonds classified as available for sale.

Financial receivables

All financial receivables recognised in this item are due within 12 months. The carrying amount of these
receivables approximates their fair value as the impact of discounting is negligible.

The breakdown of financial receivables is presented below:

thousands of
euro

31/12/2014 31/12/2013

Financial receivables from joint ventures 437,762 382,378
Financial receivables from associates 4,423 7,579
Financial receivables from Municipalities shareholders-related parties 19,308 21,891
Other financial receivables 9,420 6,559
Total 470,913 418,407

Financial receivables from joint ventures

These regard for Euro 433,000 thousand (Euro 363,000 thousand at 31 December 2013) receivables from
the joint venture OLT Offshore relating to the loan granted by the company Iren Mercato, for Euro 2,418
thousand (not present at 31 December 2013) Euro receivables from the joint venture Sviluppo Idrico and
for Euro 2,344 thousand (Euro 5,430 thousand at 31 December 2013) receivables from the Iren
Rinnovabili Group. Moreover, at 31 December 2013 receivables from the joint venture AES Torino
amounted to Euro 13,948 thousand.

Financial receivables from associates

These relate, in the amount of Euro 4,082 thousand (Euro 6,614 thousand at 31 December 2013), to
receivables from the associate ASA related to the loan granted by Iren Mercato. The remainder refers to
receivables from associates for single non-significant amounts. For further details reference is made to
the schedule of transactions with related parties shown in the annex.

Financial receivables from shareholders - related parties

These regard receivables on which interest accrues for the Group and amount to Euro 19,308 thousand
(Euro 21,891 thousand at 31 December 2013). They refer to the short-term balance of the current account
which governs trading and financial transactions between Iren Servizi e Innovazione S.p.A. (formerly Iride
Servizi S.p.A.) and the Municipality of Turin, as already described in Note 8 above, to which you are
referred for further details.

The Directors prudently assessed the amount on the basis of agreements entered into with the City of
Turin. The remainder of the financial receivables from the Municipality was therefore classified under
“Non-current financial receivables — receivables from related-party shareholders” (Euro 31,644 thousand).
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Other financial receivables

These include receivables for dividends to be collected, accrued income and prepaid expenses of a
financial nature and sundry financial receivables. They also include the payment made to the company
UCH Holding srl (Euro 6,000 thousand).

NOTE 16_CASH AND CASH EQUIVALENTS

Cash and cash equivalents may be analysed as follows:

thousands of
euro

31/12/2014 31/12/2013

Bank and postal accounts 50,387 49,659
Cash in hand and cash equivalents 1,207 554
Other cash and cash equivalents 7 9
Total 51,601 50,222

Cash equivalents represent short-term and highly liquid investments that are readily convertible into
known amounts of cash and subject to an insignificant risk of changes in value.

NOTE 17_ASSETS HELD FOR SALE

Assets held for sale are measured at the lower of their carrying amount and fair value less costs to sell.
They amount to Euro 10,762 thousand (Euro 1,001 thousand at 31 December 2013).

For Euro 9,440 thousand they refer to the equity investment in Plurigas in liquidation. The investment was
classified among assets held for sale since during 2014 the company ceased to do business. At 31
December 2013 the investment was classified among equity investments carried at equity.

For Euro 819 thousand they refer to the equity investment in VEA Energia Ambiente Srl. The investment
was reclassified among assets held for sale since in the first quarter of 2015 its sale is likely to be
completed. At 31 December 2013 the investment was classified among equity investments carried at
equity.

For Euro 322 thousand they refer to the equity investment in SMAG. The investment was reclassified
among assets held for sale since the disposal of the shareholding in the company will be presumably
completed during 2015. At 31 December 2013 the investment was classified among equity investments
carried at equity.

Euro 158 thousand (unchanged from 31 December 2013) refers to the associate Piana Ambiente.
For Euro 23 thousand (unchanged with respect to 31 December 2013) they refer to the investment in
Valfontanabuona Sport S.r.l., a company set up in June 2013 and for which the Iren Group plans to

dispose of the equity interest by the end of 2015.

In addition, assets held for sale include the investment in Fata Morgana which at 31 December 2014 was
completely written down.
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Moreover, at 31 December 2013, the following were included:

e for Euro 10 thousand they refer to assets of the subsidiary CELPI, no longer operational from 2
December 2011 after it was placed in liquidation. The winding-up procedure was concluded at the
beginning of January 2014 and on 20 January 2014 the company was cancelled from the register of
companies.

e for Euro 500 thousand the investment in the associate GasEnergia Pluriservizi S.p.A., sold in January
2014.

e For Euro 310 thousand the equity investment in ACIAM, the sale of which was completed in 2014.
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LIABILITIES

NOTE 18_EQUITY

Equity may be analysed as follows:

thousands of euro

31/12/2014  31/12/2013

Share capital 1,276,226 1,276,226
Reserves and retained earnings 401,198 415,721
Net profit (loss) for the year 85,795 80,554
Total equity attributable to owners of the Parent 1,763,219 1,772,501
Share capital and reserves attributable to non-controlling interests 213,736 205,125
Profit (loss) of non-controlling interests 16,594 11,401
Total consolidated equity 1,993,549 1,989,027

Share capital

The share capital amounts to Euro 1,276,225,677 (unchanged compared to 31 December 2013), fully paid
up, and consists of 1,181,725,677 ordinary shares with a nominal value of Euro 1 each and 94,500,000
savings shares without voting rights with a nominal value of Euro 1 each.

Savings shares
The 94,500,000 savings shares of Iren, held by Finanziaria Citta di Torino, are not listed, have no voting

rights and, except for a different priority order in the allocation of net residual assets in the event of
winding-up of the company, they are subject to the same regulation as ordinary shares.
Lastly, in the case of sale, the savings shares will be automatically converted, at par, into ordinary shares.

Reserves
The breakdown of this item is provided in the following table:

thousands of euro

31/12/2014 31/12/2013

Share premium reserve 105,102 105,102
Legal reserve 36,855 32,512
Hedging reserve (39,695) (24,028)
Other reserves and retained earnings (losses) 298,936 302,135
Total reserves 401,198 415,721

Hedging reserve

With the adoption of IAS 39, changes in the fair value of effective hedging derivatives are recognised with
a contra-entry directly in equity under the hedging reserve. These contracts were entered in to hedge
exposure to the risk of interest rate fluctuations on floating rate loans and to the risk of price changes in
electrical energy and gas purchase contracts.

Other reserves and retained earnings (losses)

These mainly comprise the surplus generated from the merger of AMGA into AEM Torino and the later
merger of Enia into Iride, retained profits and losses and the reserve including actuarial gains and losses
resulting from the measurement of post-employment benefits to employees.
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NON-CURRENT LIABILITIES

NOTE 19_NON-CURRENT FINANCIAL LIABILITIES

These amount to Euro 2,210,821 thousand (Euro 1,841,116 thousand at 31 December 2013) and consist
of:

Bonds

These amount to Euro 815,095 thousand (Euro 367,640 thousand at 31 December 2013), of which:

e Euro 156,621 thousand (Euro 157,354 thousand at 31 December 2013) relate to two non-convertible
puttable bonds issued in 2008 with maturity in 2021. The bond, with a total term of 13 years, requires
that after the third year and subsequently every two years, if the banks fail to exercise the option for
redemption at par value, a competitive auction mechanism is activated to determine the credit spread
for the following 2 years, to be applied at a pre-set fixed rate. The second auction was conducted in
September 2013 with definition of the credit spread for the next 2 years. On the basis of the trend in
interest rates, the probability of exercising the option of redemption at par at the theoretical maturity
of September 2015 is considered zero. The amount refers to the amortised cost, in accordance with
the IAS;

e Euro 658,474 thousand (Euro 210,286 thousand at 31 December 2013) referred to Private Placement
and Public Bond issues. Private Placements: a) for a total of Euro 260 million, duration 7 years, annual
coupon 4.37%, with main issue in October 2013 (intermediated by Mediobanca for Euro 125 million)
and two subsequent re-openings in November 2013 (intermediated by BNP for Euro 85 million) and
March 2014 (intermediated by BNP for Euro 50 million); b) for Euro 100 million, duration 5 years,
annual coupon 3%, with issue in February 2014 (intermediated by Morgan Stanley). Public Bonds: in
July 2014 the placing of an inaugural bond issue in Public Placement format for Euro 300 million,
annual coupon 3% and duration 7 years was completed on the Eurobond market (Joint Bookrunners
Banca IMI, BNP Paribas, Mediobanca, Morgan Stanley, Unicredit). The bond loans were subscribed by
Italian and foreign institutional investors and are listed on the Irish Stock Exchange. The carrying
amount refers to the amortised cost, pursuant to IAS.

Non-current bank loans
These exclusively relate to the non-current portion of bank loans and amount to Euro 1,352,935 thousand
(Euro 1,433,219 thousand at 31 December 2013).
Non-current loans can be analysed by interest rate type (with respective indications of minimum and
maximum rates applied) and expiry date, as shown in the following table:

thousands of euro

fixed rate floating rate TOTAL
min/max interest rate 3.997% - 5.449% 0.262% - 2.972%
maturity 2016-2027 2016-2028
2016 88,556 70,463 159,019
2017 109,869 54,501 164,370
2018 62,129 290,460 352,589
2019 58,845 93,587 152,432
subsequent 429,678 94,847 524,525
Total payables at 31/12/2014 749,077 603,858 1,352,935
Total payables at 31/12/2013 824,332 608,887 1,433,219

All loans are in Euro.
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The changes in non-current loans during the year are summarised below:

thousands of euro

31/12/2013 31/12/2014
Changes in .
Total the Amortised Total
Increases c L Repayments cost
payables consolidation . payables
adjustments
scope
- at fixed rate 824,332 0 0 (75,427) 172 749,077
- at floating-rate 608,887 300,130 11,118 (316,817) 540 603,858
TOTAL 1,433,219 300,130 11,118 (392,244) 712 1,352,935

Total non-current loans at 31 December 2014 decreased compared to 31 December 2013 due to the
following variations:

increases for a total of Euro 300,130 thousand, owing to disbursement to the Parent Company of new
medium/long-term loans: Unicredit Euro 75 million in July and Euro 50 million in December,
Mediobanca Euro 75 million in November, following the renegotiation of a line repaid in advance, as
also with Banca Regionale Europea Euro 100 million in December. In addition, the consolidated
company Bonifica Autocisterne contracted a loan of Euro 130 thousand;

change in the consolidation scope, owing to the inclusion of the company Amiat SpA, following the
increase in the equity interest during the year: the amount refers to the remaining debt of the loan
that the company has in being with Dexia;

reduction of a total of Euro 392,244 thousand, owing both to early repayments on loans renegotiated
by the Parent Company, with alignment of new disbursements on market terms (Mediobanca Euro 40
million, BRE 100 million, Cassa depositi e Prestiti 50 million), and to the reclassification to short term
of the portions of loans maturing within the next 12 months;

changes in amortised cost for the purpose of IAS accounting of loans.

Other financial liabilities

These amount to Euro 42,792 thousand (Euro 40,257 thousand at 31 December 2013) of which Euro
39,884 thousand (Euro 37,176 thousand at 31 December 2013) refers to the fair value of derivative
contracts entered into to hedge exposure to the risk of interest rate fluctuations on floating rate loans
(described in the section “Group financial risk management”) and Euro 2,907 thousand (Euro 3,081
thousand at 31 December 2013) to sundry financial payables.
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NOTE 20_EMPLOYEE BENEFITS

Changes in this item in 2014 were as follows:
thousands of euro

At 31/12/2013 113,198
Current service costs 745
Financial expense 3,107
Disbursements for the year (3,748)
Advances (1,073)
Actuarial profits (losses) 12,033
Changes in the scope of consolidation 25,240
Other changes (531)
At 31/12/2014 148,971

The item Changes in consolidation scope includes the balances of the business unit related to the activity
of distributing district heating acquired following the non-proportional spin-off of the joint venture AES
Torino, the balances deriving from line-by-line consolidation of the company Amiat S.p.A. and the
balances deriving from deconsolidation of the company Climatel.

Liabilities for employee benefits consist of:

Post-employment benefits
Post-employment benefits underwent the following movements during 2014:

thousands of euro

At 31/12/2013 78,355
Current service costs 299
Financial expense 2,091
Disbursements for the year (2,064)
Advances (1,073)
Actuarial profits (losses) 7,690
Changes in the scope of consolidation 24,841
Other changes 19
At 31/12/2014 110,158
Other benefits

The composition and changes over the year of defined benefit plans, other than the post-employment
benefits described above, are shown hereunder.

Additional months’ salaries (long-service bonus)

thousands of euro

At 31/12/2013 4,531
Current service costs 135
Financial expense 104
Disbursements for the year (302)
Actuarial profits (losses) 406
Changes in the scope of consolidation 351
Other changes (550)
At 31/12/2014 4,675
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Loyalty bonus

thousands of euro

At 31/12/2013 2,256
Current service costs 92
Financial expense 45
Disbursements for the year (341)
Actuarial profits (losses) 149
At 31/12/2014 2,201

Tariff discounts

thousands of euro

At 31/12/2013 27,184
Current service costs 219
Financial expense 846
Disbursements for the year (964)
Actuarial profits (losses) 3,725
Changes in the scope of consolidation 48
At 31/12/2014 31,058

Premungas fund
thousands of euro

At 31/12/2013 872
Financial expense 21
Disbursements for the year (77)
Actuarial profits (losses) 63
At 31/12/2014 879

Actuarial assumptions
The above-mentioned liabilities are measured by independent actuaries.
The liability relating to the defined benefit plans is calculated in accordance with actuarial assumptions
and is recognised on an accrual basis in line with the service necessary to obtain benefits.
For the purpose of defining the present value of the obligations, the future service is estimated based on
assumptions related to changes in both the total number of employees and employee remuneration.
Future service represents the amount that would be liquidated to each employee in the event of
continuing working activity with another company, retirement, death, resignation or a request for an
advance.
Actuarial projections of the probable discounts on electrical energy consumption due to current retirees
or surviving spouses, as well as to current employees (and surviving spouses, if any) once terminated the
working relationship, were taken into account in determining the amount of the electrical energy
discount.
The following factors were considered in deciding which discount rate to adopt in the measurements
provided for in IAS 19:

- stock market of reference;

- the date the measurement is made;

- expected average term of the liabilities.
The average residual term of liabilities was obtained as the weighted average residual term of liabilities
related to all benefits and all Group companies.
The other financial assumptions adopted in the calculations are the following:
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Annual discount rate 0.72% - 1.49%

Annual inflation rate 0.60% - 2.00%
Annual rate of electrical energy price increase 0.60% - 2.00%
Annual increase rate of post-employment benefits 2.40% - 3.00%

Pursuant to provisions set out by the new IAS 19, the following additional information is supplied:

e sensitivity analysis for each material actuarial assumption at year end, showing the effects that would
have resulted from changes in the actuarial assumptions reasonably possible at that date, in absolute
terms;

¢ contributions for the following year;

¢ indication of the average maturity of the obligation for defined benefit plans.

This information is shown in the following table.

Change in liabilities according to changes

in discount rate Service cost 2015 DU @ e

plan
+0.25% -0.25%
Post-employment benefits (2,258) 2,340 272 10
Additional monthly salaries (138) 144 197 8
Loyalty bonus 99 6
Tariff discounts (1,029) 1,237 510 14
Premungas (18) 19 - 9

NOTE 21_PROVISIONS FOR RISKS AND CHARGES

These are detailed in the following table, and refer both to the current and non-current portions:

thousands of euro

Change in

Opening consolidation  Increases Decreases (Incom?)/Expe.nse Closing Currfant
balance from discounting balance portion
scope
Dilapidation provisions 108,437 - 11,954 (930) 2,832 122,293 2,615
Provisions for landfill post- 25,518 R - (2,331) 4,434 27,621 845
closure
Provisions for dismantling and 12,624 - 8,994 (133) 3,575 25,060 3,312
reclaiming sites
Provisions for CIG/CIGS 19,175 - 908 (4,732) - 15,351 -
Provisions for former employees 1,258 - - - - 1,258 -
Provisions for early retirement ) ) 36,282 ) (187) 36,005 12,217
expenses
F’rovmons for risks on 10,695 ) ) ) ) 10,695 10,651
investments
Other provisions for risks and
180,687 22,007 41,122 (82,755) 1,957 163,018 52,090

charges
Total 358,394 22,007 99,260 (90,881) 12,611 401,391 81,730

Dilapidation provision

This provision refers mainly to liabilities which, if the integrated water service concessions for the Parma,
Piacenza and Reggio Emilia ATOs are re-awarded, will be deducted from the indemnity paid to the Group
by the incoming operator with respect to investments made in the meantime. These liabilities are
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estimated according to the amortisation/depreciation of the pool of assets and equipment relating to the
aforementioned integrated water service which, as a result of the spin-offs completed in 2005 by the
three companies AGAC, Tesea and AMPS (later merged into Enia), were transferred to the financial
statements of three full publicly-held companies as envisaged in Art. 113, paragraph 13 of the
Consolidated Law on Local Entities. This pool of assets is used to perform the water service against the
payment of a rental fee and with a contractual commitment to set up the aforementioned provision.

Provisions for landfill post-closure

These are mainly provisions for future restoration expense, also including costs for post-operating
management until complete conversion of the areas involved to green areas. These costs are supported
by specific expert reports. Accruals and decreases for the period were performed to adjust existing
provisions to the estimated future costs to be borne and accrued at 31 December 2014. Decreases also
refer to the utilisation of the provision to cover costs incurred over the period with regard to the disposal
of leachate (related to closed lots of operating landfills, both owned and under concession), as well as to
the aggregate expense borne in the post-operating phase until the mineralization of waste and the
conversion of landfills into green areas are completed.

Provisions for dismantling and reclaiming sites

The "Provisions for dismantling and reclaiming sites" partly refers to the prudential estimate of charges to
be incurred in relation to the future restoration of former AMNU land on which an incinerator was
located. The remainder refers to the estimated potential charges associated with future dismantling of
certain Group plants.

Provisions for CIG/CIGS

The provisions for risks mainly refers to the probable risk of greater charges relating to higher
contributions to be paid to INPS for ordinary and extraordinary redundancy and mobility.

In September 2013 a number of pronouncements were made against Iren and subsidiaries, considered to
be negative and rejecting the company’s claims, ordering the payment of CIG, CIGS, Mobility and
Unemployment contributions. The Directors consequently decided to arrange regular payment of the
redundancy payment CIG (and CIGS and mobility) contributions from 2014. These provisions continue to
include the prudential estimate of potential additional amounts and collection charges for a total of Euro
15,352 thousand.

Provisions for former employees

The provisions for former employees under Laws No. 610/52 and 336/73 is to cover the expenses arising
from the application of these two laws (sliding scale pensions and benefits for ex-servicemen and similar).

Provisions for early retirement expenses

The provisions refer to expenses associated with early retirement of some employees and arises from the
results of an agreement between the Iren Group and the Trade Unions that provides for incentives for
accompaniment to early retirement of some employees, being implemented through acceptances on a
voluntary basis among the Group's Workers potentially interested. The operation must be seen in the
wider context of professional and demographic rebalancing of the Iren Group's personnel, in view of a
plan to recruit young people.

The incentive, completely chargeable to the Iren Group (in application of Art. 4 of Italian Law 92/2012),
will enable the oldest personnel to retire up to 24 months before the date of eligibility, making up in part
for the delay in terminating the employment determined after the reform of the pensions system.

The amount set aside in the present financial statements is recognised in the income statement under
personnel expense (in the item “Other personnel expense”). It represents the payment to the employees
involved in the Plan, through the INPS, of a benefit of an amount equal to the pension that would be
payable on the basis of the current rules (isopension) with payment to the INPS of the contribution until
the minimum requirements for retirement are reached (in accordance with the aforementioned Law
92/2012), and a sum, for each of the employees involved, as a one-off payment as an incentive.

Iren Group

185



Provisions for risks on investments

This item mainly refers to risks relating to the protection against future losses of the investee Sinergie
Italiane.

Other provisions for risks and charges

The provision mainly refers to the probable risk of greater charges for the construction of plants which are

completed or yet to be finished, the provisions for estimated IMU/ICI tax to be paid based on the value of

plant systems as envisaged in Art. 1-quinquies of Decree Law No. 44 of 31 March 2005 and probable

charges for various disputes.

The increases in the year primarily refer to allocations for:

¢ higher charges related to the construction of plants that are currently already finished or still to be
completed (Euro 6,690 thousand);

¢ the estimate of charges related to the return of emission quotas (Euro 11,331 thousand);

¢ the IMUY/ICI tax estimate to be paid on the value of the plants, calculated as provided by Article 1-
quinquies of Italian Decree Law No. 44 of 31 March 2005 (Euro 3,042 thousand).

The decreases in the year mainly refer to the utilisation and releases for:

¢ charges related to the return of emission quotas (Euro 12,139 thousand);

e charges related to the construction of plants that are currently already completed or yet to be
completed (Euro 19,191 thousand);

* the estimate of IMU/ICI tax to be paid on the value of the plants, calculated as provided by the Article
1-quinquies of the Decree Law No. 44 of 31 March 2005 (Euro 2,624 thousand);

e expenses related to the fees and surcharges for water shunting (Euro 44,897 thousand).

The current portion referring to the provisions described above was reclassified under “provisions, current
portion” (Note 28).

NOTE 22_DEFERRED TAX LIABILITIES

Deferred tax liabilities of Euro 162,343 thousand (Euro 173,198 thousand at 31 December 2013) are due
to the temporary difference between the carrying amount and tax value of assets and liabilities
recognised in the financial statements.

Deferred taxation is calculated with reference to the expected tax rates applicable at the time the
differences will reverse.

The reduction with respect to 31 December 2013 was due above all to the reversal of pre-paid taxes
relating to the IRES surcharge (the Robin Hood Tax) which the judgement of the Constitutional Court of 11
February 2015 declared unconstitutional.

Reference should be made to the income statement, Note 43 “Income tax expense” shown in the annex,
for further details.
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NOTE 23_OTHER PAYABLES AND OTHER NON-CURRENT LIABILITIES

This item can be broken down as follows:

thousands of
euro

31/12/2014  31/12/2013

Payables after one year 42,092 43,560
Deferred income for grants related to plants — non current 154,889 144,261
Non-current accrued expenses and deferred income 3,644 663
Total 200,625 188,484

Other payables relate to the amount of the substitute tax calculated on the capital gain resulting from the
contribution of a portion of the real estate assets to the Fondo Core MultiUtilities, to be paid after 12
months from the reporting date, advances paid by users to guarantee water supply and amounts relating
to previous years to be paid for redundancy benefits (CIG), extraordinary redundancy benefits (CIGS) and
mobility. contributions.

CURRENT LIABILITIES

NOTE 24_CURRENT FINANCIAL LIABILITIES

All financial liabilities recognised in this item are due within 12 months. The carrying amount of these
payables approximates their fair value as the impact of discounting is negligible.
Current financial liabilities can be analysed as follows:

thousands of euro

31/12/2014 31/12/2013

Bank loans 605,122 694,352
Financial payables to joint ventures 5,378 1,699
Financial payables to associates 87 3
Financial payables to related-party shareholders 446 566
Financial payables to others 51,377 17,618
Derivative payables - current 1,794 82
Total 664,204 714,320
Bank loans

Current bank loans may be broken down as follows:

thousands of euro

31/12/2014 31/12/2013

Loans - current portion 212,244 667,547
Other current payables to banks 381,128 22,242
Accrued financial expenses and deferred financial income 11,750 4,563
Total 605,122 694,352
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Financial payables to joint ventures
This item relates to amounts due to the joint venture Iren Rinnovabili.

Financial payables to associates
This item relates to amounts due to the company Valle Dora Energia.

Financial payables to related-party shareholders
These refer to payables to the Municipalities of Genoa (Euro 439 thousand) and Piacenza (euro 7
thousand).

Financial payables to others

These regard mainly payables to factoring companies for advances on invoices issued and for the portions
collected from customers and to be paid to the factor (Euro 47,979 thousand) and payables for dividends
to be paid (Euro 2,424 thousand).

Derivative payables - current
These relate to the negative fair value of derivative contracts on commodities entered into by Iren
Mercato.

NOTE 25_TRADE PAYABLES

All trade payables are due within 12 months. The carrying amount of these payables approximates their
fair value as the impact of discounting is negligible.

thousands of euro

31/12/2014 31/12/2013

Trade payables to suppliers 788,426 850,279
Trade payables to joint ventures 3,043 24,596
Trade payables to associates 21,528 17,220
Trade payables to related-party shareholders 18,717 13,956
Trade payables to minor Group companies 21,794 19,332
Advances due within one year 6,486 5,630
Guarantee deposits due within one year 13,328 14,786
Charges to be reimbursed within one year 1,401 1,391
Total 874,723 947,190
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NOTE 26_OTHER PAYABLES AND OTHER CURRENT LIABILITIES

All payables recognised in this item are due within twelve months. The carrying amount of these payables
approximates their fair value as the impact of discounting is negligible.

thousands of euro

31/12/2014 31/12/2013

VAT payable 30,013 15,190
IRPEF payable 12,097 10,710
Other tax liabilities 8,523 15,488
Tax liabilities due within one year 50,633 41,388
Payables to employees 31,812 30,290
Payables to C.C.S.E. 52,072 52,017
Group VAT payables - 57
Other current liabilities 73,308 50,476
Accounts payable to social security institutions within one year 24,479 17,856
Other payables due within one year 181,671 150,696
Accrued expenses and deferred income 16,279 13,264
Total 248,583 205,348

NOTE 27_CURRENT TAX LIABILITIES

Current tax liabilities amounting to Euro 1,869 thousand (Euro 10,952 thousand at 31 December 2013)
consist of IRES and IRAP payables. In addition, the item includes the taxes estimated for this year, further
details regarding the calculation of which can be found in Note 43.

NOTE 28_PROVISIONS FOR RISKS AND CHARGES - CURRENT PORTION

This item amounts to Euro 81,730 thousand (Euro 74,709 thousand at 31 December 2013) and refers to
the following current portion of liabilities: provisions for risks including charges related to the obligation
to return emission quotas (Euro 52,090 thousand), provisions for risks on investments primarily related to
the associate Sinergie Italiane (Euro 10,651 thousand), dilapidation provisions (Euro 2,615 thousand),
provisions for expenses associated with early retirement of employees (Euro 12,217 thousand), provisions
for dismantling and reclaiming sites and provisions for landfill post-closure (Euro 4,157 thousand) meant
to be used within the following 12 months.

NOTE 29_LIABILITIES RELATED TO ASSETS HELD FOR SALE

Zero at 31 December 2014. At 31 December 2013 these amounted to Euro 6 thousand and referred to
reclassification of the liabilities of the subsidiary CELPI.
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FINANCIAL POSITION

The net financial indebtedness, calculated as the difference between short/medium/long-term financial
liabilities and short/medium/long-term financial assets, can be broken down as indicated in the following

table:
thousands of euro
31/12/2014 31/12/2013
Non-current financial assets (66,439) (79,424)
Non-current financial indebtedness 2,210,821 1,841,116
Non-current financial indebtedness 2,144,382 1,761,692
Current financial assets (522,902) (468,629)
Current financial indebtedness 664,204 714,320
Current net financial indebtedness 141,302 245,691
Net financial indebtedness 2,285,684 2,007,383

Net Financial Position regarding related parties

Non-current financial assets relate for Euro 31,643 thousand to the long-term portion of the current
account used to settle trade and financial relations between the subsidiary Iren Servizi e Innovazione and
the Municipality of Turin, for Euro 2,164 thousand to receivables from associates, for Euro 30,839
thousand to receivables from joint ventures of the Iren Rinnovabili Group and for Euro 497 thousand to
fixed-term deposits held with the Intesa Sanpaolo Group.

Non-current financial indebtedness refers for Euro 94,661 thousand to medium/long-term loans granted
by the Intesa San Paolo Group.

Current financial assets relate for Euro 19,308 thousand to the short-term balance of the current account
between the subsidiary Iren Servizi e Innovazione and the Municipality of Turin, for Euro 433,000
thousand to receivables from the joint venture OLT Offshore, for Euro 2,418 thousand to receivables from
the joint venture Sviluppo Idrico, for Euro 2,343 thousand receivables from the joint venture Iren
Rinnovabili and its subsidiaries, for Euro 4,082 thousand to receivables from the associate ASA, for Euro
1,212 thousand to receivables from the associates whose single amounts are negligible, for Euro 2,830
thousand to the positive balance of bank current accounts with the Intesa San Paolo Group. For further
details reference is made to the schedule of transactions with related parties shown in the annex.

Current financial liabilities relate for Euro 61,403 thousand to short-term loans granted by the Intesa San
Paolo Group and to the fair value of derivatives entered into with the Intesa San Paolo Group, for Euro
446 thousand to payables to the Municipality of Piacenza, to the Municipality of Reggio Emilia and to the
Municipality of Genoa for insignificant single amounts. The remaining Euro 5,465 thousand refers to
payables due to the Iren Rinnovabili Group (Euro 5,378 thousand) and to the associate Valle Dora Energia
(Euro 87 thousand).
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Below is the net financial position in the format proposed by the CESR recommendation of 28 July 2006,

which does not include non-current financial assets.

thousands of euro

31/12/2014 31/12/2013
A. Cash in hand (51,601) (50,222)
B. Other cash and cash equivalents (details) - -
C. Securities held for trading - -
D. Cash and cash equivalents (A) + (B) + (C) (51,601) (50,222)
E. Current financial receivables (471,301) (418,407)
F. Current bank debt 392,878 26,805
G. Current portion of non-current debt 212,244 667,547
H. Other current financial debt 59,082 19,968
I. Current financial indebtedness (F)+(G)+(H) 664,204 714,320
J. Net current financial indebtedness (1) — (E) — (D) 141,302 245,691
K. Non-current bank debt 1,352,935 1,433,219
L. Bonds issued 815,095 367,640
M. Other non-current debt 42,791 40,257
N. Non-current financial indebtedness (K) + (L) + (M) 2,210,821 1,841,116
0. Net financial indebtedness (J) + (N) 2,352,123 2,086,807

Iren Group

191



XIl. NOTES TO THE INCOME STATEMENT

Unless otherwise stated, the following tables are in thousands of Euro.

REVENUE

NOTE 30_REVENUE FROM GOODS AND SERVICES

This item amounts to Euro 2,633,866 thousand (Euro 3,163,905 thousand in 2013). For further details on
the trend in revenues for business segments see the tables in paragraph XIl Segment reporting

NOTE 31_CHANGE IN CONTRACT WORK IN PROGRESS

This item decreased by Euro 212 thousand (Euro 355 thousand decrease in 2013) and mainly refers to
contract work in progress performed for road resurfacing after damage caused by works.

NOTE 32_OTHER REVENUE AND INCOME

Other revenue includes:

Grants
thousands of euro
Financial year  Financial year
2014 2013
Grants related to plant 7,769 5,545
Other grants 1,281 1,038
Total 9,050 6,583

The grants related to plant represent the pertaining portion of grants calculated in proportion to the
depreciation rates of the assets to which they refer.

Revenue from energy efficiency certificates
thousands of euro

Financial year  Financial year

2014 2013
Revenue from Emission Trading 2,293 91
Revenue from Green Certificates 84,723 100,509
Revenue from White Certificates 26,463 22,283
Total 113,479 122,883

The reduction in revenue from green certificates was due mainly to the natural expiry, which occurred as
scheduled during 2014, of the IAFR qualification on one of the Group's plants.

The increase in revenues from Emission Trading was due to the assignment in the year, while in 2013
there had been no assignments.
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Other income

thousands of euro

Financial year  Financial year

2014 2013
Revenue from service contracts 5,815 6,411
Revenue from rental income and leases 413 547
Capital gains on goods disposal 22,960 2,352
Prior year revenue/Contingent assets 89,022 30,422
Insurance reimbursement 144 255
Sundry repayments 10,951 11,881
Income from fair value of commodity derivatives - 841
Other revenue and income 15,830 25,697
Total 145,135 78,406

The significant increase in other income was due to:

the capital gain made on the sale of almost all the units held in the Core MultiUtilities Fund
(approximately Euro 21 million);

revenue for rights of the Integrated Water Service accruing to previous years (approximately Euro 18.5
million);

electricity equalisation and adjustments of previous years (approximately Euro 17.8 million);
recognition of receivables related to the Emission Trading System and assigned to plants known as
“new entrants” and the assignment of certificates relating to previous years (approximately Euro 16.1
million);

the positive result of legal disputes and penalties from suppliers (approximately Euro 9 million).

EXPENSE

NOTE 33_RAW MATERIALS, CONSUMABLES, SUPPLIES AND GOODS

This item is broken down as follows:

thousands of euro

Financial year  Financial year

2014 2013
Purchase of electrical energy 288,294 326,439
Purchase of gas 624,219 992,022
Purchase of heat 61 121
Purchase of other fuels 1,933 2,986
Purchase of water 713 826
Other raw materials 15,977 14,304
Sundry inventory mat. (including fuels and lubricants) 39,583 38,283
Emission Trading 13,651 17,594
Green certificates 3,782 9,729
White certificates 19,588 18,417
Change in inventories 20,097 35,519
Total 1,027,898 1,456,240
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NOTE 34_SERVICES AND USE OF THIRD-PARTY ASSETS

Costs for services are broken down in the following table:

thousands of euro

Financial year  Financial year

2014 2013
Transport of electrical energy 298,656 323,760
Electrical system costs 91,759 101,592
Tolling fees - 51,194
Gas carriage 51,714 44,556
Heat carriage 50,920 96,990
Third party works for networks and plants 149,512 150,109
Collection and disposal, snow clearing, public parks 95,311 96,661
Maintenance expense 9,380 9,002
Expenses related to personnel (canteen, training, travel) 5,669 5,561
Professional services (studies, design, analysis) 10,515 7,491
Technical and administrative consulting 14,400 12,141
Trade and advertising expenses 5,124 5,988
Legal and notary fees 7,300 6,175
Insurance 10,856 9,474
Banking costs 8,836 9,213
Telephone costs 4,283 4,101
Costs related to service contracts 2,159 2,225
Reading and invoicing services 10,339 10,236
Fees of the Board of Statutory Auditors 1,124 1,362
Other costs for services 40,216 39,964
Total costs for services 868,073 987,795

Costs for electrical energy transport and electrical system costs decreased compared to financial year
2013 due to lower volumes of electrical energy sold in 2014.

In 2013 there were “Tolling fee” costs related to amounts paid to Edipower and to A2A in virtue of the
agreements governing electricity production by Edipower in favour of the subsidiary trading companies.
These costs were not present in 2014 because following the spin-off of Edipower the tolling contract was
terminated.

Fees for heat carriage relate to the transport of heat by the company AES Torino S.p.A. In 2014 they fell
because they refer exclusively to the first half of the year as a result of the spin-off, on 1 July 2014, of the
company AES Torino S.p.A., through which Iren Energia acquired direct ownership of the business unit
related to the activity of distributing district heating.

Subcontracts and works mainly relate to operating and maintenance costs of the plant systems and
networks.

Costs for the use of third-party assets amount to Euro 46,363 thousand (Euro 46,166 thousand at 31

December 2013). These include instalments paid to the market operator of the Genoa district, instalments
paid to the companies which own the assets of the integrated water service in the municipalities of
Parma, Piacenza and Reggio Emilia, cross easement, operating lease rentals (including rents paid for the
use of the buildings transferred to the Core Multiutilities fund during 2012), hiring and sundry rentals.
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NOTE 35_OTHER OPERATING EXPENSE

Other operating expense is broken down in the following table:

thousands of euro

Financial year  Financial year

2014 2013
General expense 10,745 7,778
Instalments and higher instalments for water shunting 13,794 11,478
Logistics expense 136 212
Taxes and duties 24,223 22,658
Prior year expense 39,276 32,290
Capital losses on goods disposal 1,602 1,999
Expense from fair value of commodity derivatives - 764
Other sundry operating expense 12,405 8,835
Total 102,181 86,014

NOTE 36_CAPITALISED EXPENSES FOR INTERNAL WORK

This item relates to increases in assets recorded in the statement of financial position developed using
internal resources.

thousands of euro

Financial year  Financial year

2014 2013
Capitalised labour costs (14,806) (15,828)
Capitalised inventory materials (8,363) (6,581)
Total (23,169) (22,409)

NOTE 37_PERSONNEL EXPENSE

Personnel expense is broken down as follows:

thousands of euro

Financial year  Financial year

2014 2013
Gross remuneration 187,897 179,109
Social security charges 64,948 61,976
Post-employment benefits 299 315
Other long-term employee benefits 446 406
Other personnel expense 51,708 14,687
Directors’ fees 1,465 1,933
Total 306,763 258,426

As described in Note 36, Euro 14,806 thousand of costs related to employees were capitalised.

Other personnel expense includes the amount related to provisions set aside for expenses associated with
early retirement incentives. For more details see paragraph VIII Other Information. Other personnel
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expense also includes the social security and recreational contribution to ADAEM, the contribution paid to
the supplementary health care fund, insurance for accidents occurring outside working hours, the portion
of post-employment benefits and contributions to be paid by the employer to supplementary pension
funds.

The personnel composition is shown in the following table.

Financial year  Financial year Average for

2014 2013 the period

Senior managers 70 66 69
Junior managers 230 212 219
White collars 2,657 2,598 2,621
Blue collars 1,567 1,574 1,566
Total 4,524 4,450 4,475

We can note that the number of employees at 31 December 2014 does not include employees of the
company Amiat, 1,748 people, because the company was acquired at the end of financial year 2014 and
does not contribute to determining the Group's personnel expenses.

NOTE 38_DEPRECIATION/AMORTISATION

thousands of euro

Financial year  Financial year

2014 2013
Property, plant and equipment and investment property 160,480 125,301
Intangible assets 77,833 73,359
Total 238,313 198,660

For further details on depreciation/amortisation, reference should be made to the tables of changes in
property, plant and equipment and intangible assets.

NOTE 39_PROVISIONS AND IMPAIRMENT LOSSES

thousands of euro

Financial year  Financial year

2014 2013
Allowance for impairment of accounts receivable 48,879 67,519
Provisions for risks and dilapidation provision 42,654 54,840
Provision releases (42,172) (25,267)
Impairment losses 67 6,944
Total 49,428 104,036

The analysis of the provisions and related variations are given in the comment to the statement of
financial position item “Provisions for risks and charges”. The release of provisions for risks and charges
refers mainly to allocations in previous years for higher charges relating to plant construction and
expenses related to fees and surcharges for water shunting.
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The impairment losses in financial year 2013 referred mainly to the reduction in the value of goodwill related to
the investee OC Clim (Euro 1,000 thousand) and to the difference between the value of the equity
investment in Edipower and the fair value of the net assets acquired following the spin-off (Euro 5,262

thousand).

NOTE 40_FINANCIAL INCOME AND EXPENSE

Financial income

The breakdown of financial income is provided in the following table:

thousands of euro

Financial year

Financial year

2014 2013
Dividends 1,066 1,304
Bank interest income 264 285
Interest income from receivables/loans 20,712 18,192
Interest income from customers 4,575 5,635
Fair value gains on derivatives 151 887
Income on realised derivatives 14 35
Gains on financial assets disposal 360 -
Exchange rate gains - 33
Other financial income 267 1,561
Total 27,409 27,932

Interest income from receivables/loans includes interest accrued on the current account between Iren
Servizi e Innovazione (formerly Iride Servizi) and the Municipality of Turin for Euro 1,223 thousand. The
remaining amount mainly refers to interest income from the joint venture OLT Offshore (Euro 17,143

thousand).

Financial expense

The breakdown of financial expense is provided in the following table:

thousands of euro

Financial year

Financial year

2014 2013
Interest expense on loans 63,848 65,695
Interest expense on bonds 28,952 12,183
Interest expense on bank current accounts 2,194 4,483
Other interest expense 3,842 5,353
Capitalised financial charges (2,405) (6,931)
Derivative fair value charges 119 -
Charges on realised derivatives 14,277 18,435
Loss on financial assets disposal 65 162
Interest cost — Employee benefits 3,106 3,065
Exchange rate losses 1 25
Other financial expense 15,896 5,419
Total 129,895 107,889

The increase in interest expense on bonds reflects the Private Placement issues completed in October

2013 and during 2014. This item includes amounts relating to the measurement at amortised cost.
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The increase in financial expense was substantially due to a non-recurring expense components incurred
in relation to the debt restructuring activities and to consolidation from 1 July 2014 of the business unit
related to the activity of distributing district heating, acquired following the non-proportional partial spin-
off of the joint venture AES Torino. The average cost of the debt for financial year 2014 fell slightly
compared with that recorded in financial year 2013.

Reference should be made to the note to the statement of financial position line item “Employee
benefits” for details of financial expense on employee benefits.

Other financial expense mainly includes financial expense for the discounting of provisions.

NOTE 41_SHARE OF PROFIT OF ASSOCIATES ACCOUNTED FOR USING THE EQUITY METHOD

The result is a profit of Euro 8,984 thousand (profit of Euro 46,772 thousand in 2013) and includes
reversals of impairment losses for Euro 39,885 thousand and impairment losses totalling Euro 30,901
thousand.

NOTE 42_VALUE ADJUSTMENTS ON EQUITY INVESTMENTS

The item is a positive 26,493 and refers mainly to the positive difference between the fair value of the net
assets of the heat distribution unit acquired and the value of the equity investment in AES Torino which
was written off (Euro 22,616 thousand), to the positive difference between the fair value of the net assets
of 31% of Amiat acquired and the cost of acquisition (Euro 3,897 thousand).

In financial year 2013 this item was a negative Euro 28,113 thousand and referred to impairment losses of
the investees Energia Italiana (Euro 12,928 thousand), OLT Offshore (Euro 7,210 thousand), Fingas (Euro
5,683 thousand), Mestni Plinovodi (Euro 3,736 thousand), Atena (Euro 2,882 thousand), Atena Patrimonio
(Euro 1,385 thousand), Acquaenna (Euro 1,380 thousand), Gas Energia (Euro 135 thousand), partly offset
by the positive difference between the fair value of net assets of Amiat acquired and the acquisition cost
(Euro 7,227 thousand).

NOTE 43_INCOME TAX EXPENSE

Income taxes for 2014 are estimated at Euro 116,069 thousand (Euro 103,204 thousand in 2013).
thousands of euro

Financial year  Financial year

2014 2013
Current tax 98,944 115,349
Deferred tax assets (3,868) (17,990)
Prior year taxes 20,993 5,881
Total 116,069 103,240

Current tax includes Euro 74 million for Additional IRES (corporate income tax) and Euro 25 million for
IRAP (regional business tax).

In 2014 the tax rate was affected both by higher non-deductible expenses relating to the negative effect
on deferred tax assets and liabilities of the reversal of the IRES surcharge (the Robin Hood Tax) considered
unconstitutional by the Constitutional Court with the judgement of 11 February 2015, and by the
measurement at equity of the fiscally irrelevant joint ventures and associates.

The 2014 tax rate did not change significantly compared with 2013.

198 Consolidated Financial Statements and Notes at 31 December 2014



The following table shows the breakdown of the two tax rates.

Financial year 2014

Financial year 2013

Profit before tax 218,458 195,195

IRES and Additional IRES (theoretical) 83,014 38% 74,174 38%
Permanent differences (41,454) -19% 10,820 6%
Rate recalculations 23,633 11% 1,335 1%
IRAP 24,974 11% 25,066 13%
Adjustment for companies not subject to Robin tax (4,346) -2% (6,848) -4%
Previous years’ taxes and other differences 4,546 2% 5,401 3%
Total taxes in the income statement 116,069 53.13% 103,240 52.89%

The following table shows deferred tax assets and liabilities and their impact.

Financial year

thousands of euro

Financial year

2014 2013
Deferred tax assets
Directors’ and statutory auditors’ fees 889 903
Non-taxable provisions 114,603 125,739
Taxable contributions 197 362
Differences in value of fixed assets 115,527 133,856
Derivatives (IAS 39) 10,290 10,270
Tax losses carried forward indefinitely - 1,084
Other 36,173 33,701
Total 277,679 305,915
Deferred tax liabilities
Differences in value of fixed assets 75,386 74,682
Grants for plants 207 275
Allowance for impairment of tax assets, separate fin. stat. 576 1,142
Adjustment to post-employment benefits 512 1,198
Finance lease 407 1,303
Other 85,255 94,598
Total 162,343 173,198
Total net deferred tax assets (liabilities) 115,336 132,717
Total change (17,381)
of which:
Equity 4,718
Income statement (*) (14,412)
owing to changes in the consolidation scope (7,687)

(*) The change in the income statement is summarised in “Deferred tax liabilities” and partly in “Prior year taxes”.
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Recovery of State Aid

With reference to the question of recovery of state aid, discussed in detail in the notes to the financial
statements at 31 December 2013 and previous years, there were no updates in financial year 2014.

NOTE 44_NET PROFIT FROM DISCONTINUED OPERATIONS

Not present in financial year 2014 and in financial year 2013.

NOTE 45_PROFIT (LOSS) ATTRIBUTABLE TO NON-CONTROLLING INTERESTS

Profit attributable to non-controlling interests, which amounts to Euro 16,594 thousand (Euro 11,401
thousand in 2013), relates to the share of profit of non-controlling interests in companies fully

consolidated but not wholly owned by the Group.

NOTE 46_EARNINGS PER SHARE

In order to calculate the basic and diluted earnings per share, the number of ordinary shares for 2014 is
the weighted average, unchanged compared to the previous year, of shares outstanding over the

reference period based on the provisions of paragraph 20, IAS 33.

Financial year

Financial year

2014 2013
Net profit/(loss) for the period (thousands of euro) 85,795 80,554
Weighted average number of shares outstanding over the year (thousand) 1,276,226 1,276,226
Basic earnings/(loss) per share (euro) 0.07 0.06

Diluted earnings per share are calculated by dividing profit by the adjusted number of shares. The
adjusted number of shares is calculated by assuming the conversion of all financial instruments that could

potentially dilute the ordinary shares.

Financial year

Financial year

2014 2013
Net profit/(loss) for the period (thousands of euro) 85,795 80,554
Weighted average number of shares (thousands) 1,276,226 1,276,226
Weighted average number of shares to calculate the diluted earnings per 1,276,226 1,276,226
share (thousands)
Diluted earnings/(loss) per share (euro) 0.07 0.06

NOTE 47_OTHER COMPREHENSIVE INCOME

The effective portion of changes in the fair value of cash flow hedges, a negative Euro 5,208 thousand,
refers to derivatives hedging changes in interest rates and derivatives hedging changes in commodity

prices (electrical energy and gas).
Actuarial losses, related to defined benefit plans, amounted to Euro 12,850 thousand.

The portion of other profits/(losses) of companies accounted for using the equity method, a negative Euro
12,198 thousand, refers to changes in the fair value of cash flow and commodity hedges and the actuarial

losses of associates.
The tax effect of other comprehensive income is a positive Euro 4,718 thousand.
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Xil.

GUARANTEES AND CONTINGENT LIABILITIES

Guarantees relate to:
a) Sureties for own commitments of Euro 453,712 thousand (Euro 403,418 thousand at 31 December
2013); the most significant items refer to sureties issued in favour of:

SNAM Rete Gas for Euro 81,873 thousand, of which Euro 61,500 thousand in the interest of OLT
Offshore LNG Toscana in relation to the construction of a delivery point;

Reggio Emilia Provincial Government for Euro 59,909 thousand for waste collection and operating
and post-closure management of plants subject to Integrated Environmental Authorisation;

ENEL Distribuzione for Euro 43,963 thousand to guarantee the electrical energy transport service
contract;

ATO-R, for Euro 41,000 thousand, as definitive guarantees in the Amiat/TRM tender procedure;
G.S.E. S.p.A,, for Euro 27,590 thousand, for the proceeding for the auction to obtain incentives on
the IEH plant in Parma;

the City of Turin for Euro 27,476 thousand as definitive guarantees in the Amiat/TRM tender
procedure;

Terna, for Euro 27,009 thousand to guarantee injection and withdrawal dispatching contracts and
to guarantee the electrical energy transport service contract;

the Electrical energy Market Operator (GME) for Euro 25,300 thousand to guarantee the market
participation contract;

the Customs Authority, for Euro 17,520 thousand to guarantee the regular payment of revenue tax
and additional local and provincial duties on electrical energy consumption and gas excise;
Lombardy Executive Committee for Euro 15,740 thousand to guarantee extended payment of
payables on Turbigo Plant concessions;

IREN EMILIA SPA for Euro 14,253 thousand to guarantee the natural gas distribution contract as
provided for in the Grid Code;

Parma Provincial Government, for Euro 13,869 thousand for waste collection and operating and
post-closure management of plants subject to Integrated Environmental Authorisation;

the Ministry of the Environment, for Euro 8,292 thousand,;

Genova Reti Gas for Euro 8,202 thousand to guarantee the natural gas distribution contract as
provided for in the Grid Code;

the Piacenza Provincial Government, for Euro 3,796 thousand for waste collection and operating
and post-closure management of plants subject to Integrated Environmental Authorisation;

TRM SpA, for Euro 3,000 thousand, as definitive guarantee in the Amiat/TRM tender procedure;
the Municipality of Parma for Euro 2,751 thousand to guarantee the Cornocchio plant and for
maintenance contracts;

ATERSIR for Euro 2,720 for agreements with the Emilian areas S.1.I. and S.G.R.U,;

AES Torino for Euro 2,264 thousand to guarantee the natural gas distribution contract;

the Municipality of Moncalieri for Euro 1,486 thousand, to guarantee the construction of
urbanisation works;

REAM Sgr SpA, for Euro 2,319 thousand, to guarantee future lease payments of properties
transferred to the real estate fund called Fondo Core MultiUtilities;

FCT Holding, for Euro 2,000 thousand, as definitive guarantee in the Amiat/TRM tender procedure;
the Municipality of Genoa, for Euro 1,135 thousand, to guarantee works on the gas network;

b) Guarantees given on behalf of subsidiaries and associates, amounting to Euro 215,907 thousand,
primarily to guarantee credit facilities;

The most significant amounts, regarding the guarantees given on behalf of associates, refer to the
associate Sinergie Italiane (namely guarantees for credit facilities and letters of patronage for Euro 34,333
thousand at 31 December 2014 compared to Euro 57,167 thousand at 31 December 2013). The
liguidators concluded the main procurement contracts and since 1 October 2012 the Company’s
operating activity therefore includes only the purchase of gas from the Russian Gazprom supplier and the
sale of gas to shareholders or their subsidiaries, including Iren Mercato. Therefore the company’s financial
exposure is gradually falling with the consequent decrease in shareholders’ guarantee obligations.

We can also note the sureties issued in favour of Banca Intesa for Euro 3,834 thousand to guarantee the
mortgage of the associate company Mestni Plinovodi.
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COMMITMENTS

With regard to the subsidiary Mediterranea delle Acque, a commitment within the framework Agreement
with the shareholder F2i rete idrica S.p.A. is in place. Article 15 of this agreement envisages that Iren
Acqua Gas is bound to pay damages in the event of liabilities, losses or damage suffered by F2i or
Mediterranea delle Acque or its investees, resulting from incorrect or unfair statements included in the
agreement, with specific reference to outstanding tax disputes among which the dispute with the Tax
Authorities for the recognition of depreciation/amortisation deducted by Mediterranea delle Acque
regarding the water operating segment transferred in December 1999 from Amga S.p.A. to the newly
incorporated Genova Acque S.p.A. (later renamed Mediterranea delle Acque following the merger with
Genoa private aqueducts).

We can also note Iren S.p.A.’s commitment to Cariparma to retain control over Iren Ambiente Holding and
by Iren Ambiente Holding to retain direct or indirect ownership of a share package amounting to at least
70% of the share capital of Varsi Fotovoltaico, which has an existing loan agreement with Cariparma.

CONTINGENT LIABILITIES

Mediterranea delle Acque: Dispute with the Tax Authorities

With reference to the legal dispute with the Tax Authorities, relating to the assessment notices for the
years 2003, 2004, 2005, 2006, 2007, 2008 and 2009 under the terms of Art. 37 bis paragraph 4 Italian
Presidential Decree 600/73 contribution of Business Unit, described in detail in the financial statements at
31 December 2013, the events and updates that occurred during 2014 and up until the approval of these
financial statements by the Board of Directors are presented below.

In 2013 it was subject to a tax audit by the Liguria Regional Department of the Tax Authorities for the
years 2009, 2010 and 2011. This audit was completed in April 2014.

The company settled a number of minor charges and, to date, no notices of assessment have been served
with regard to 2010 and 2011 in relation to the deduction of depreciation/amortisation for those years of
amounts arising from the business transfer performed on 23 December 1999 by AMGA S.p.A.

On 4 June 2014 the request for clarifications under the terms of Art. 37-bis paragraph 4 Italian Presidential
Decree 600/73 was notified for the years 2009 — 2010 — 2011 in relation to the deduction of
depreciation/amortisation deriving from the business transfer on 23 December 1999 carried out by AMGA
S.p.A. described in detail in the financial statements at 31 December 2013.

On 1 August 2014 the company presented its defensive briefs in keeping with the indications with
reference to the years already covered by the notice of assessment.

On 9 September 2014 a notice of assessment was served for 2009, again relating to the deduction of the
depreciation/amortisation for that year of amounts arising from the business transfer performed on 23
December 1999 by AMGA S.p.A. (higher taxes demanded Euro 1,267,248). The Company lodged the
related appeal within the legal deadline.

In relation to the dispute described above the Tax Authority entered in the roll the amounts due on the
basis of the law in relation to the years 2003-2004-2005-2006 for a total of Euro 4,745,569 including
ancillary expenses. The related amounts were promptly paid within the respective expiry dates. The
amounts paid were accounted for under the item other non-current receivables.

Also in the light of the opinion issued by the tax consultants that assist it, the Company believes that the
risk deriving from the dispute can be classified as a contingent liability under the terms of IAS 37, as it is a
possible but not probable expense: as a consequence, in keeping with the indications of the relevant
accounting standard, it has been disclosed in the notes to the statements prepared from time to time,
without setting aside any provisions. This is based on the opinion that it is unlikely that the Company will
have to pay any amount in relation to this obligation taking into account the strong defence raised during
the proceedings.

Consolidated Financial Statements and Notes at 31 December 2014



An examination of the grounds of the judgement of first instance, made also with the support of the
Company's legal consultants, did not lead to a revision of the probabilistic opinion formulated above: they
seem, in fact, faulty from a logical and legal point of view, and we believe that the decision will be
overturned in the subsequent levels of judgement. The lawyers were therefore asked to prepare the
appeal claim, which was lodged in accordance with law.

At this stage of proceedings, for the above-mentioned reasons (duly motivated in other deeds issued

during the proceedings), and based on the reasons specified in the first instance judgement, which

justified the lodging of the appeal, the Company believes that the appeal will be successful and that the
assessment notices will be cancelled.

Therefore, the Company does not deem it necessary to set aside a specific provision as it is not probable

that economic resources will be used to settle the tax claims.

Pursuant to paragraph 86 of IAS 37, the following information regarding contingent liabilities is supplied:

a) in the event that the orientation of the first instance rulings is consolidated, for all years still open for
income tax purposes, the company will consider as non-tax deductible all amortisation/depreciation
calculated by Mediterranea delle Acque on gains resulting from transfers from AMGA SPA, at that time
not subject to taxation, and amounting to around Euro 93 million. This would result in a total tax
payable plus interest of approximately Euro 32.0 million, of which around Euro 1.3 million in higher
taxes for 2014;

b) if the outcome is unfavourable, it is however impossible to establish the time when the matter will
become unfavourable for the Company and when the aforementioned amounts will become payable
(also taking account of tax collection dynamics which, although in the presence of a pending ruling,
provide for a preliminary payment of a portion of the tax assessed in the event that the case is lost);

c) the Company deems it a mere possibility that resources expected to produce economic benefits will
have to be used to fulfil tax obligations.
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Xlll. SEGMENT REPORTING

Segment reporting, based on the Group’s management and internal reporting structure, is given below in
accordance with IFRS 8.

Given the nature of the activity carried out by Group companies, a geographical segment analysis is not
relevant.

OPERATING SEGMENTS

The Iren Group operates in the following business segments:

¢ Generation and District Heating (Hydroelectric Production, Cogeneration of Electrical Energy and Heat,
District Heating Networks)

¢ Market (Sale of electrical energy, gas, heat)

e Energy Infrastructures (Electricity distribution networks, Gas distribution networks)

¢ Integrated Water Service (sale and distribution of water, water treatment and sewerage)

¢ Waste Management (Waste collection and disposal)

e Other services (Telecommunications, Public Lighting, Global Services and other minor services).

These operating segments are disclosed pursuant to IFRS 8. Under this standard, the disclosure about
operating segments should be based on the elements which management uses in making operational and
strategic decisions.

For a proper interpretation of the income statements relating to individual businesses presented and
commented on below, revenue and expense referring to joint activities were fully allocated to the
businesses based on actual usage of the services provided or according to technical and economic drivers.
Given the fact that the Group mainly operates in the North-West area, the following segment information
does not include a breakdown by geographical area.

The statements below show the net invested capital compared to the figures at 31.12.2013 and the
income statements (up to the operating profit) by business segment, compared with the data of financial
year 2013 restated in order to take into account the deconsolidation of the assets related to the
companies AES Torino, OLT, SAP and Iren Rinnovabili previously consolidated using the proportional
method and now measured using the equity method.
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Statement of financial position restated by operating segment at 31 December 2014

millions of euro

Generation Ener Integrated Other Non
and District Market . o Water Environment . Total
. infrastructures R services allocable
heating Service

Non-current 1,998 66 870 985 420 27 253 4,619
assets
Net working 107 18 71 120 58 3 8 238
capital
Other non-
current assets -101 30 -58 -311 -109 -18 -11 -578
and liabilities
Net invested 2,004 114 741 794 369 6 250 4,279
capital (NIC)
Equity 1,993
Net‘f!nanaal 2286
position
Own funds and
net financial 4,279
indebtedness

Statement of financial position restated by operating segment at 31 December 2013

Generation

Integrated

millions of euro

and District Market . Energy Water Environment Oﬂfer Non- Total
. infrastructures R services allocable
heating Service

Non-current 1,820 62 850 951 335 29 279 4,326
assets
Net working 129 20 56 86 31 11 7 144
capital
Other non-
current assets -95 36 -61 -272 -50 -14 -18 -474
and liabilities
Net invested 1,854 118 733 765 254 4 268 3,996
capital (NIC)
Equity 1,989
Net.f!nanaal 2,007
position
Own funds and
net financial 3,996
indebtedness
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Income Statement by segment at 31 December 2014

millions of euro

Generation Integrated
.amc.| Market . Energy Water Environment Oth.er Ne.ttlng UL Total
District infrastructures X services  adjustments
. Service

heating
Total revenue 773 2,388 341 464 238 96 -1,399 2,901
and income
Total operating 625 2,297 -189 314 -190 112 1,399 2,328
expense
Gross
Operating 148 91 152 150 48 -16 0 573
Profit (EBITDA)
Net am./depr.,
provisions and -84 -41 45 74 34 -10 0 -288
impairment
losses
Operating 64 50 107 76 14 26 0 285
profit (EBIT)

Income Statement by segment at 31 December 2013

millions of euro

Generation Integrated
‘antf Market . Energy Water Environment Oth'er Ne:ttlng Ene Total
District infrastructures . services  adjustments
. Service
heating
Total revenue 950 3,098 334 426 214 90 1,741 3,371
and income
Total operating -807 -2,991 -180 -309 -178 -88 1,741 -2,812
expense
Gross
Operating 143 107 154 117 36 2 0 559
Profit (EBITDA)
Net am./depr.,
provisions and -98 55 -47 -68 -30 5 0 303
impairment
losses
Operating
45 52 107 49 6 -3 0 256

profit (EBIT)
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XIV. ANNEXES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FULLY CONSOLIDATED COMPANIES
COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD
INVESTMENTS IN OTHER COMPANIES

ACCOUNTING DATA OF THE MAIN COMPANIES CONSOLIDATED LINE-BY-LINE AND
MEASURED AT EQUITY

RECONCILIATION OF IFRS FINANCIAL STATEMENTS WITH RECLASSIFIED FINANCIAL
STATEMENTS (Consob Communication No. 6064293 dated 26 July 2006)

DEFERRED TAX ASSETS AND LIABILITIES
TRANSACTIONS WITH RELATED PARTIES

INDEPENDENT AUDITORS’ FEES
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FULLY CONSOLIDATED COMPANIES

Company
Iren Acqua Gas S.p.A.
Iren Ambiente Holding S.p.A.
Iren Ambiente S.p.A.
Iren Emilia S.p.A.
Iren Energia S.p.A.
Iren Mercato S.p.A.
AEM Torino Distribuzione S.p.A.
AGAS.p.A.
Amiat S.p.A.
Amiat V. S.p.A.

Bonifica Autocisterne

Iren Gestioni Energetiche S.p.A.
Consorzio GPO

Eniatel S.p.A.

GEA Commerciale S.p.A.
Genova Reti Gas S.r.l.
Idrotigullio S.p.A.

Immobiliare delle Fabbriche S.r.I.

Iren Servizi e Innovazione S.p.A.
Laboratori Iren Acqua Gas S.p.A.
Mediterranea delle Acque S.p.A.
Monte Querce

Nichelino Energia S.r.l.
O.C.ClimS.r.l.

Tecnoborgo S.p.A.

TLRV. S.p.A.

Registered
office

Genoa
Piacenza
Piacenza
Reggio Emilia
Turin
Genoa
Turin
Genoa
Turin
Turin

Piacenza

Genoa
Genoa
Piacenza
Grosseto
Genoa
Chiavari (GE)

Genoa

Turin

Genoa
Genoa
Reggio Emilia
Turin
Savona

Piacenza

Turin

Currency
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro

Euro

Euro
Euro
Euro
Euro
Euro
Euro

Euro

Euro
Euro
Euro
Euro
Euro
Euro

Euro

Euro

Share
capital
386,963,511
1,000,000
63,622,002
196,832,103
918,767,148
61,356,220
126,127,156
11,000,000
46,326,462
1,000,000

595,000

10,000,000
20,197,260
500,000
340,910
1,500,000
979,000

90,000

52,242,791
2,000,000
19,203,411
100,000
8,500,000
100,000

10,379,640

120,000
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%
interest
100.00
100.00
100.00
100.00
100.00
100.00
100.00
99.64
80.00
93.0592
0.0008
51.00

100.00
62.35
100.00
100.00
100.00
66.55

100.00

100.00
90.89
60.00
60.00

100.00

100.00

99.50
0.50
99.996
0.001
0.001
0.001

Shareholder
company

Iren

Iren

Iren

Iren

Iren

Iren

Iren Energia
Iren Emilia
Amiat V

Iren Emilia
Iren

Iren Ambiente
Holding

Iren Mercato
Iren Emilia
Iren Emilia
Iren Mercato
Iren Acqua Gas
Mediterranea
delle Acque
Mediterranea
delle Acque
Iren Energia
Iren Acqua Gas
Iren Acqua Gas
Iren Ambiente
Iren Energia
Iren Gestioni
Energetiche
Iren Ambiente
Iren

Iren Energia
Iren

Iren Ambiente
Iren Emilia



COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD

Joint ventures
Company

Iren Rinnovabili (Group)

Olt Offshore Toscana LNG S.p.A.
Societa Acque Potabili (Group)

Sviluppo Idrico S.r.l.

Associates
Company

A2A Alfa S.r.l.

Acos Energia S.p.A.
Acos S.p.A.

Acquaenna S.c.p.a.
Aguas de San Pedro S.A.

Aiga S.p.A.
Amat S.p.A.
Amter S.p.A.

ASA S.p.A.

ASTEA

Atena S.p.A.

Domus Acqua S.r.l.

Fata Morgana S.p.A. (**)
Fin Gas S.r.l.

GICAs.a.

Global Service Parma

Il Tempio S.r.l.

Iniziative Ambientali S.r.I.
Mestni Plinovodi
Mondo Acqua

Nord Ovest Servizi

Piana Ambiente S.p.A. (**)
Plurigas (**)

Rio Riazzone S.p.A.
S.M.AG. (*)

Salerno Energia Vendite
Sea Power & Fuel S.r.l.
Sinergie Italiane S.r.l. (*¥**)
So. Sel. S.p.A.

Tirana Acque (***)

TRM V. S.p.A.

Valle Dora Energia S.r.l.
VEA Energia e Ambiente (*)

Registered office

Reggio Emilia
Milan
Turin
Turin

Registered office

Milan

Novi Ligure
Novi Ligure
Enna
S.Pedro Sula
(Honduras)
Ventimiglia
Imperia
Cogoleto

Livorno
Recanati
Vercelli
Domusnovas
Reggio Calabria
Milan

Lugano

Parma

Reggio Emilia
Novellara
Koper (Slovenia)
Mondovi

Turin

Gioia Tauro
Milan

Reggio Emilia
Genoa
Salerno
Genoa

Milan
Modena
Genoa

Turin

Turin
Pietra Santa

(*) company classified among assets held for sale
(**) company in liquidation classified among assets held for sale

(***) company in liquidation

Currency

Euro
Euro
Euro
Euro

Currency

Euro
Euro
Euro
Euro
Lempiras

Euro
Euro
Euro

Euro
Euro
Euro
Euro
Euro
Euro
CHF

Euro
Euro
Euro
Euro
Euro
Euro

Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro

Euro
Euro

Share
capital
285,721
145,750,700
3,600,295
2,000,000

Share
capital
100,000
150,000
17,075,864
3,000,000
159,900

104,000
5,435,372
404,263

28,613,414
76,115,676
8,203,255
96,000
1,402,381
10,000
4,000,000
20,000
110,000
100,000
15,952,479
1,100,000
7,800,000

1,719,322
800,000
103,292

20,000

2,447,526

10,000

1,000,000

240,240
95,000
1,000,000

537,582
96,000

%
interest
70.00
43.99
30.86
50.00

%
interest
30.00
25.00
25.00
46.00
30.00

49.00
48.00
49.00

40.00
21.32
40.00
29.00
25.00
50.00
24.99
30.00
45.50
40.00
49.88
38.50
10.00
15.00
25.00
30.00
44.00
30.00
39.40
50.00
30.94
24.00
50.00
48.80

0.10

0.10
49.00
37.00

Shareholder
company

Iren Ambiente Holding
Iren Mercato

Iren Acqua Gas

Iren Acqua Gas

Shareholder
company

Iren Mercato
Iren Mercato
Iren Emilia
Iren Acqua Gas
Iren Acqua Gas

Iren Acqua Gas
Iren Acqua Gas
Mediterranea
delle Acque
AGA
Consorzio GPO
Iren Emilia
Iren Acqua Gas
Iren Emilia
Iren Mercato
Iren Mercato
Iren Emilia
Iren Emilia
Iren Ambiente Holding
Iren Acqua Gas
Iren Acqua Gas
Iren Acqua Gas
Amiat

Iren Emilia
Iren

Iren Ambiente Holding
Iren Acqua Gas
GEA Commerciale
Iren Mercato
Iren Mercato
Iren Emilia
Iren Acqua Gas
Iren Ambiente
Iren Emilia
Iren Energia
Iren Energia
Iren Mercato
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INVESTMENTS IN OTHER COMPANIES

Company Registered  Currency Share %
office capital

share stake
Acque Potabili Siciliane Palermo Euro 5,000,000 56.77
9.83
Astea Energia Osimo (AN) Euro 117,640 6.00
Atena Patrimonio Vercelli Euro 73,829,295 14.65
Autostrade Centro Padane Cremona Euro 30,000,000 1.46
BT ENIA Telecomunicazioni Parma Euro 4,226,000 12.01
C.R.P.A.S.p.A. Reggio Emilia  Euro 1,851,350 5.40
CIDIU S.p.A. Collegno (TO)  Euro 4,335,314 4.87

CONSORZIO COMPOST CIC Bologna Euro 287,948
Consorzio L.E.A.P. Piacenza Euro 1,192,079 0.84
Consorzio Topix Turin Euro 1,685,000 0.30
Cosme S.r.l. Genoa Euro 320,000 1.00
CSP Scrl Turin Euro 641,000 6.10
Energia Italiana S.p.A. Milan Euro 26,050,000 11.00
Environment Park S.p.A. Turin Euro 11,406,780 3.39
7.41
RE Innovazione Reggio Emilia  Euro 882,872 0.87
Rupe S.p.A. Genoa Euro 3,057,898 0.39
S.D.B.S.p.A. Turin Euro 536,000 1.00
Stadio Albaro Genoa Euro 1,230,000 2.00
T.I.C.A.S.S. Genoa Euro 98,000 4.08
Valfontanabuona Sport S.r.l. (*) Genoa Euro 45,250 51.00

(*) equity investment held for sale
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Company

company

Societa Acque Potabili
Mediterranea delle Acque

Iren Mercato

Iren Emilia

Iren Emilia

Iren Emilia

Iren Emilia

Amiat

Amiat

Iren Ambiente Holding
Iren Energia

Iren Acqua Gas

Iren Energia

Iren Energia

Iren Energia

Amiat

Iren Ambiente Holding
Immobiliare delle Fabbriche
Iren Servizi e Innovazione
CAE Amga Energia

Iren Acqua Gas

O.C.Clim S.r.l.



ACCOUNTING DATA OF THE MAIN COMPANIES CONSOLIDATED LINE-BY-LINE AND MEASURED

AT EQUITY

Fully consolidated companies

Company

Iren Acqua Gas S.p.A.

Iren Ambiente Holding S.p.A.
Iren Ambiente S.p.A.

Iren Emilia S.p.A.

Iren Energia S.p.A.

Iren Gestioni Energetiche S.p.A.
Iren Mercato S.p.A.

AEM Torino Distribuzione S.p.A.
AGA S.p.A.

Amiat

Amiat V. S.p.A.

Bonifica Autocisterne
Consorzio GPO

Eniatel S.p.A.

GEA Commerciale S.p.A.
Genova Reti Gas S.r.l.
Idrotigullio S.p.A.

Immobiliare delle Fabbriche S.r.I.

Iren Servizi e Innovazione S.p.A.
Laboratori Iren Acqua Gas S.p.A.
Mediterranea delle Acque S.p.A.
Monte Querce

Nichelino Energia S.r.l.
O.C.ClimS.r.l.

Tecnoborgo S.p.A.

TLR V. S.p.A.

Currency

Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro
Euro

Total Assets

1,273,080,319
16,239,000
518,751,499
639,494,439
2,659,861,200
55,825,036
1,288,701,369
478,405,905
19,789,160
246,209,613
52,869,511
1,129,062
21,953,853
2,190,543
8,553,765
56,320,097
37,982,785
10,519,210
145,060,904
9,842,920
670,887,212
728,974
23,119,892
8,601,823
32,073,763
353,467

Equity

616,082,326
9,178,814
232,938,553
271,049,066
1,426,382,721
24,081,892
123,489,499
207,697,979
6,627,817
84,831,978
30,283,379
569,285
21,908,835
1,387,758
3,927,471
15,108,800
11,673,385
10,401,994
80,498,305
4,994,773
460,047,313
100,000
9,556,591
3,379,842
22,803,754
52,001

Total
Revenues

194,672,812
176,743
165,995,970
370,949,868
773,337,543
26,411,545
2,346,924,484
149,722,884
195,744,545
6,344
1,203,647
989,517
14,292,085
59,331,382
16,923,951
64,503,014
8,342,657
136,176,781
28,964
3,887,562
7,747,397
18,925,043

Profit/loss

21,919,095
186,798
61,162
16,908,508
55,206,394
(413,550)
21,910,031
17,834,472
(278,006)
11,289,708
928,146
55,304
261,274
237,758
863,490
12,099,223
1,980,819
(82,851)
(2,926,264)
290,427
36,163,246
648,804
76,161
2,442,678
(39,836)
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Companies measured using the equity method

Joint ventures

Total

Company Currency  Total Assets Equity Revenues Profit/loss
Iren Rinnovabili S.p.A. Euro 37,668,297 21,819,261 3,470,210 35,814
Olt Offshore Toscana LNG S.p.A. Euro 996,793,384 69,239,029 50,293,755 (65,243,692)
Societa Acque Potabili S.p.A. (*) Euro 256,086,421 98,221,939 57,768,348 (4,820,245)
Sviluppo Idrico S.p.A. Euro 17,051,778 12,105,178 32 (944,822)
(*) Accounting data at 31/12/2013
Associates
Company Currency  Total Assets Equity Total Profit/loss
Revenues
A2A Alfa S.r.l. (*) Euro 1,573,130 1,544,476 - (40,359)
Acos Energia S.p.A. (*) Euro 17,057,206 3,536,504 27,551,871 1,220,330
Acos S.p.A. (*) Euro 100,661,873 30,374,576 51,478,835 2,253,606
Acquaenna S.c.p.a. (*) Euro 62,052,786 2,189,228 19,091,261 (402,598)
Aguas de San Pedro (*) Lempiras 959,949,838 526,357,426 372,791,782 77,249,073
Aiga S.p.A. (*) Euro 4,500,652 581,506 2,191,407 (336,061)
Amat S.p.A. (*) Euro 35,106,418 6,289,435 7,676,304 53,854
Amter S.p.A. (*) Euro 5,204,532 1,460,722 4,206,942 217,891
ASA S.p.A. (*) Euro 250,773,965 63,081,557 84,793,004 24,170,850
ASTEA (*) Euro 160,309,852 86,119,646 89,710,520 3,311,215
Atena S.p.A. (*) Euro 76,875,466 13,940,099 83,686,335 2,090,212
Domus Acqua S.r.l. (*) Euro 1,068,640 239,623 375,937 4,195
Fin Gas srl (*) Euro 12,017,948 12,012,873 - (10,436,151)
GICA s.a. (¥) CHF 324,276 (4,050,926) 233 (73,388)
Global Service Parma Euro 8,806,628 20,000 5,439,713 -
Il Tempio S.r.l. (*) Euro 3,741,269 332,241 357,519 106,032
Iniziative Ambientali S.r.1. Euro 6,739,135 1,239,480 - (47,559)
Mestni Plinovodi (*) Euro 31,227,142 18,088,905 9,005,907 141,102
Mondo Acqua (**) Euro 6,250,415 1,190,209 3,959,952 7,951
Nord Ovest Servizi Euro 17,793,231 17,772,913 209 77,528
Plurigas (in liquidation) (*) Euro 74,039,565 42,576,772 53,320,877 651,276
Rio Riazzone S.p.A. (*) Euro 772,205 502,564 173,733 1,752
S.M.A.G.S.r.l. (*) Euro 1,835,034 231,262 2,652,286 71,404
Salerno Energia Vendite (*) Euro 24,011,934 5,498,781 42,533,770 1,767,036
Sea Power & Fuel S.r.l. (*) Euro 13,982 5,959 - (710)
Sinergie Italiane (in liquidation) (*) Euro 43,347,158 (22,866,523) 308,882,763 2,011,983
So. Sel. S.p.A. Euro 10,898,662 2,867,287 13,314,557 273,081
Tirana Acque (in liquidation) (**) Euro 302,409 (597,124) - (6,598)
TRM V. S.p.A. (*) Euro 497,000,041 121,448,967 26,426,522 (5,106,533)
Valle Dora Energia S.r.l. Euro 671,612 572,493 104,000 13,634
VEA Energia e Ambiente (*) Euro 4,272,633 2,212,487 6,542,333 579,584

(*) Accounting data at 31/12/2013
(**) Accounting data at 31/12/2012
(**) Data at 30/09/2014
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RECONCILIATION OF IFRS FINANCIAL STATEMENTS WITH RECLASSIFIED FINANCIAL
STATEMENTS (Consob Communication No. 6064293 dated 26 July 2006)

IAS/IFRS STATEMENT OF FINANCIAL POSITION

thousands of euro

RECLASSIFIED STATEMENT OF FINANCIAL POSITION

Property, plant and equipment 2,992,246

Investment property 14,427

Intangible assets 1,234,670

Goodwill 124,407

Investments accounted for using the equity 235,102

method

Other investments 17,817

Total (A) 4,618,669 Non-Current Assets (A) 4,618,669

Other non-current assets 47,006

Other payables and other non-current liabilities (200,625)

Total (B) (153,619) Other non-current assets (liabilities) (B) (153,619)

Inventories 81,659

Non-current trade receivables 51,232

Trade receivables 977,964

Current tax assets 19,334

Other receivables and other current assets 233,434

Trade payables (874,723)

Other payables and other current liabilities (248,583)

Current tax liabilities (1,869)

Total (C) 238,448 Net working capital (C) 238,448

Deferred tax assets 277,678

Deferred tax liabilities (162,343)

Total (D) 115,335 Deferred tax assets (liabilities) (D) 115,335

Employee benefits (148,971)

Provisions for risks and charges (319,661)

Provisions for risks and charges - current portion (81,730)

Total (E) (550,362) Provisions and employee benefits (E) (550,362)

Assets held for sale 10,762

Liabilities related to assets held for sale -

Total (F) 10,762 Assets (Liabilities) held for sale (F) 10,762
Net invested capital (G=A+B+C+D+E+F) 4,279,233

Equity (H) 1,993,549 Equity (H) 1,993,549

Non-current financial assets (66,439)

Non-current financial liabilities 2,210,821

Total (1) 2,144,382 Non-current financial indebtedness (1) 2,144,382

Current financial assets (471,301)

Cash and cash equivalents (51,601)

Current financial liabilities 664,204

Total (L) 141,302 Current financial indebtedness (L) 141,302
Net financial indebtedness (M=I+L) 2,285,684
Own funds and net financial indebtedness 4,279,233

(H+M)

Iren Group 213



DEFERRED TAX ASSETS AND LIABILITIES FOR 2014

differences

initial formation payment remainder
Deferred tax assets
Directors’ and statutory auditors’ fees 3,463 1,051 1,090 3,424
Non-taxable provisions 369,227 197,594 126,066 440,755
Taxable contributions 1,138 - 326 812
Differences in value of fixed assets 590,976 37,311 47,091 581,196
Derivatives (IAS 39) 39,453 417 1,751 38,119
Tax losses carried forward indefinitely 8,531 - 5,112 3,419
Other 93,823 68,613 28,187 134,249
Total taxable base/deferred tax assets 1,106,611 304,986 209,623 1,201,974
Deferred tax liabilities
Differences in value of fixed assets 299,602 81,638 18,738 362,502
Grants for plants 1,260 - - 1,260
Allowance for impairment of tax assets, separate fin. stat. 3,291 - 806 2,485
Adjustment to post-employment benefits 7,516 2,472 2,517 7,471
Derivatives (IAS 39) (1,005) - - (1,005)
Finance lease 3,840 3,447 6,513 774
Other 338,698 40,746 40,620 338,824
Total taxable base/deferred tax liabilities 653,202 128,303 69,194 712,311
Net deferred tax assets (liabilities) 453,409 176,683 140,429 489,663

214 Consolidated Financial Statements and Notes at 31 December 2014



thousands of euro

taxes
taxes taxes IR.E S (corporate IRAP total
income tax)
to inc/stat to equity
(63) - 820 69 889
(18,913) 2,864 108,891 5,712 114,603
(203) - 173 24 197
(18,659) - 107,081 8,446 115,527
28 1,508 10,290 - 10,290
(14) - - - -
(4,594) - 34,651 1,522 36,173
(42,418) 4,372 261,906 15,773 277,679
(7,425) - 66,908 8,478 75,386
(69) - 179 28 207
(430) - 576 - 576
(153) (346) 512 - 512
276 - - - -
- - 373 34 407
(20,207) - 74,495 10,760 85,255
(28,008) (346) 143,043 19,300 162,343
(14,410) 4,718 118,863 (3,527) 115,336
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DEFERRED TAX ASSETS AND LIABILITIES FOR 2013

YEAR 2013

differences

initial formation payment remainder
Deferred tax assets
Directors’ and statutory auditors’ fees 3,545 2,034 2,116 3,463
Non-taxable provisions 301,833 187,350 119,956 369,227
Taxable contributions 1,360 - 222 1,138
Differences in value of fixed assets 188,529 437,927 35,480 590,976
Derivatives (IAS 39) 63,202 - 23,749 39,453
Tax losses carried forward indefinitely 9,044 4,771 5,284 8,531
Other 90,293 31,948 28,418 93,823
Total taxable base/deferred tax assets 657,806 664,030 215,225 1,106,611
Deferred tax liabilities
Differences in value of fixed assets 311,235 53,254 64,887 299,602
Grants for plants 1,260 - - 1,260
Allowance for impairment of tax assets, separate fin. stat. 3,264 118 91 3,291
Adjustment to post-employment benefits 6,844 903 231 7,516
Derivatives (IAS 39) - - 1,005 (1,005)
Finance lease 3,565 309 34 3,840
Other 78,404 281,981 21,687 338,698
Total taxable base/deferred tax liabilities 404,572 336,565 87,935 653,202
Net deferred tax assets (liabilities) 253,234 327,465 127,290 453,409
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thousands of euro

taxes
taxes taxes IRiI;SC(()c;;p; |;3te IRAP total
to inc/stat to equity
5 - 828 75 903
6,880 1,014 119,422 6,317 125,739
(132) - 324 38 362
3,965 - 124,767 9,089 133,856
(162) (10,302) 10,270 - 10,270
(1,104) - 1,084 - 1,084
736 - 32,699 1,002 33,701
10,188 (9,288) 289,394 16,521 305,915
(5,397) - 65,811 8,871 74,682
- - 248 27 275
15 - 1,142 - 1,142
164 (118) 1,198 - 1,198
- (276) - - -
(2) - 1,179 124 1,303
281 - 84,328 10,270 94,598
(4,939) (394) 153,906 19,292 173,198
15,127 (8,894) 135,488 (2,771) 132,717
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TRANSACTIONS WITH RELATED PARTIES

thousands of euro

Financial
Trade receivables Other Trade Financial
Receivables and Cash receivables payables payables
and cash
equivalents
RELATED-PARTY SHAREHOLDERS
Municipality of Genoa 5,710 - 885 7,642 439
Municipality of Parma 14,535 - - 1,763 -
Municipality of Piacenza 1,830 - - 1,868 7
Municipality of Reggio Emilia 3,103 - - 3,933 -
Municipality of Turin 152,649 50,952 84 3,510 -
Finanziaria Sviluppo Utilities 62 - - - -
Intesa Sanpaolo Group - 3,327 - - 156,064
JOINT VENTURES
OLT Offshore LNG 1,382 433,000 - - -
Sviluppo Idrico 4 2,418 - - -
Societa Acque Potabili 15,918 - - 2,123 -
Iren Rinnovabili S.p.A. 372 33,182 - 921 5,378
ASSOCIATES
Acos Energia S.p.A. 3,170 246 - 8 -
Acos S.p.A. 23 - - - -
Acquaenna S.c.p.a. 3,513 302 - 384 -
Aguas de San Pedro S.A. - 454 - - -
Aiga S.p.A. 174 466 - - -
Amat S.p.A. 95 - - 1 -
Amter S.p.A. 2,560 - - 281 -
ASA S.p.A. 6,559 4,083 - 1,731 -
ASTEA 1 533 - - -
Atena S.p.A. 117 92 - 16 -
Domus Acqua S.r.l. 38 - - - -
Global Service Parma 2,595 - - 2,522 -
Il Tempio S.r.l. - 312 - - -
Mondo Acqua 196 - - - -
Nord Ovest Servizi - 970 - - -
Piana Ambiente S.p.A. 62 - - - -
Plurigas S.p.A. (in liquidation) 44 - - - -
S.M.A.G.S.r.l. 102 - - 979 -
Salerno Energia Vendite 2,854 - - - -
Sea Power & Fuel S.r.l. 2 - - - -
Sinergie Italiane S.r.l. 64 - 11,041 4,483 -
So. Sel. S.p.A. 6 - - 2,490 -
TRM V 5,194 - - 8,482 -
Valle Dora Energia S.r.l. 33 - - 151 87
VEA Energia e Ambiente 10 - - - -
OTHER RELATED PARTIES
Agac Infrastrutture - - - - -
Parma Infrastrutture 14,176 - - 373 -
Piacenza Infrastrutture 6 - - 571 -
Fondo Pensionistico Pegaso - - - - -
TOTAL 237,159 530,337 12,010 44,232 161,975
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Costs and

thousands of euro

Other Revenue and Financial Financial
payables income LA income expense
charges
RELATED-PARTY SHAREHOLDERS
Municipality of Genoa - 10,608 3,112 - -
Municipality of Parma - 35,078 1,917 - -
Municipality of Piacenza - 17,450 1,886 - -
Municipality of Reggio Emilia - 30,531 2,133 - -
Municipality of Turin 1,822 40,520 4,506 1,223 -
Finanziaria Sviluppo Utilities - 28 - - -
Intesa Sanpaolo Group - 604 696 2 7,104
JOINT VENTURES
OLT Offshore LNG - 392 - 17,143 -
Sviluppo Idrico - 4 - - -
Societa Acque Potabili - 5,644 1,221 - -
Iren Rinnovabili S.p.A. 113 638 1,075 1,211 -
ASSOCIATES
Acos Energia S.p.A. - 11,407 - - -
Acos S.p.A. - 38 - - -
Acquaenna S.c.p.a. - 63 - 13 -
Aguas de San Pedro S.A. - - - - -
Aiga S.p.A. - 16 - 12 -
Amat S.p.A. - 175 14 - -
Amter S.p.A. - 2,647 282 58 -
ASA S.p.A. - 516 88 - -
ASTEA - 230 - - -
Atena S.p.A. - 224 6 92 -
Domus Acqua S.r.l. - - - - -
Global Service Parma - 478 1,979 - -
Il Tempio S.r.l. - - - 3 -
Mondo Acqua - 431 - - -
Nord Ovest Servizi - - - - -
Piana Ambiente S.p.A. - - - - -
Plurigas S.p.A. (in liquidation) - - 2,665 - -
S.M.A.G.S.r.l. - 85 2,484 - -
Salerno Energia Vendite - 15,853 47 - -
Sea Power & Fuel S.r.l. - 1 - - -
Sinergie Italiane S.r.l. - 85 77,263 - -
So. Sel. S.p.A. - 6 4,730 - -
TRM V - 6,017 13,711 - -
Valle Dora Energia S.r.l. - 8 104 - -
VEA Energia e Ambiente - - - - -
OTHER RELATED PARTIES
Agac Infrastrutture - - 6,900 - -
Parma Infrastrutture - 6,121 2,205 20 -
Piacenza Infrastrutture - 10 1,973 - -
Fondo Pensionistico Pegaso 2,827 - - - -
TOTAL 4,762 185,908 130,997 19,777 7,104
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INDEPENDENT AUDITORS' FEES

Under the terms of Art. 149-duodecies of the Regulations implementing Italian Legislative Decree 58/1998,
fees for the year due to PricewaterhouseCoopers S.p.A. can be summarised as follows:

thousands of euro

Service Service provider To Fees
Audit Parent auditor Parent 85
Attestation services Parent auditor Parent 21
Tax consulting services Parent auditor Parent -
Other services i) Parent auditor Parent 51
ii) Parent auditor network Parent 117
Audit i) Parent auditor i) Subsidiaries 588
ii) Parent auditor network ii) Subsidiaries -
Attestation services i) Parent auditor i) Subsidiaries 150
ii) Parent auditor network ii) Subsidiaries -
Tax consulting services i) Parent auditor i) Subsidiaries -
ii) Parent auditor network ii) Subsidiaries -
Other services i) Parent auditor i) Subsidiaries 35
ii) Parent auditor network ii) Subsidiaries -
Total Independent Auditors’ fees 1,047
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CERTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
UNDER THE TERMS OF ART. 81-TER OF CONSOB REGULATION
NO. 11971 OF 14 MAY 1999 AND SUBSEQUENT AMENDMENTS
AND ADDITIONS

1. The undersigned Massimiliano Bianco, Chief Executive Officer, and Massimo Levrino, Administration,
Finance and Control Manager and Corporate Financial Reporting Manager of Iren S.p.A., hereby
certify, also in view of the provisions of Art. 154-bis, paragraphs 3 and 4 of Italian Legislative Decree
No. 58 of 24 February 1998:

e the adequacy in respect of the company’s characteristics and

¢ the effective application during 2014 of the administrative and accounting procedures in preparing
the consolidated financial statements.

2. Furthermore, it is hereby declared that:
2.1 the consolidated financial statements:
a) are prepared in compliance with the applicable international accounting standards endorsed
by the European Community pursuant to Regulation (EC) No. 1606/2002 of the European
Parliament and Council, of 19 July 2002;

b) correspond to the results of the books and account records;

c) are suitable to give a true and fair view of the financial position and results of operations of
the issuer and the group companies included in the consolidation scope.

2.2 the directors’ report includes a reliable analysis of the operating performance and results, and of
the issuer’s situation and of all companies included in the consolidation, together with a
description of the major risks and uncertainties to which they are exposed.

13 March 2015

Administration, Finance and Control
Manager
and Financial Reporting Manager
appointed under Law 262/05

The Chief Executive Officer

Massimo Levrino

rf )
L -
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AUDITORS’ REPORT IN ACCORDANCE WITH ARTICLES 14 AND 16 OF LEGISLATIVE
DECREE N*® 39 OF 27 JANUARY 2010

To the Sharsholders of
Iren SpA

i We have aundited the consolidated financial statements of Iren SpA and its subsidiaries (“Iren
Group”) as of 31 December 2014 which comprise the statement of financial position, ineome
statement, statement of comprehensive income, statement of changes in equity, statement of
cash flows and related notes. The directors of Iren SpA are responsible for the preparation of
these consolidated financial statements in complianece with the International Finaneial
Reporting Standards as adopted by the European Union, as well as with the regulations issned
to implement article g of Legislative Decree n® 38/ 2005. Our responsibility is to express an
opinion on these consclidated financial statements based on our audit.

2 We conducted our audit in aceordance with the auditing standards and eriteria recommended
by Consob, the Italian Commission for listed Companies and the Stock Exchange. Those
standards and eriteria require that we plan and perform the aundit to obtain the necessary
assurance about whether the consolidated finaneial statements are free of material
misstatement and, taken as a whole, are presented fairly. An audit includes examining, on a
test basis, evidence supporting the amonnts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
the directors. We believe that our audit provides a reasonable basis for our opinion.

For the opinion on the consclidated financial statements of the prior year, which are presented
for comparative purposes, reference is made to our report dated 18 April 2014.

3 In our opinion, the consolidated finanecial statements of the Iren Group as of 31 December
2014 comply with the International Finaneial Reporting Standards as adopted by the
Eurcopean Union, as well as with the regulations issued to implement article g of Legislative
Decree n® 38/2005; accordingly, they have been prepared clearly and give a true and fair view
of the financial position, result of operations and eash flows of the Iren Group for the year then

ended.

PricewaterhouseCoopers SpA

Sede legale e amministratrva: Milano 20149 Via Monote Kosa 91 Tel, 0277851 Fox 027785240 Cap. Soc. Euro 6890000001y, C.F. e PIVAe
Reg. Imp. Milano 1z297088ms5 Iscritta al n® 110644 del Registro dei Revisori Legali - Altri Uffici: Ancona 6031 Via Sandro Totti ¢ Tel.
0712132311 - Bard 7o122 Via Abate Gimma 72 Tel. 0805640211 - Bologna 40126 Via Angelo Finelli B Tel. 0516186211 -~ Breseia 25123 Via
Borgo Pietro Wuhrer 23 Tel. 0503607501 - Catania g510g Corsa [talis 302 Tel. 0957592511 - Firenze 50121 Viale Gramsei 15 Tel. o552482811
- Genova 16121 Plazen Pleeapietra o Tel. 1029041 - Wapoli 80121 Plaea ded Martind 58 Tel. 08136181 - Padova 35138 Vin Vieenza 4 Tel
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Viagla Felissent 00 Tel. 04226060011 - Trieste 34125 Vin Cesare Battisti 18 Tel. 0409480751 - Udine 331000 Via Poscolle 43 Tel. 043225789 -
Verona 37135 Via Francia 21/C Tel.o458265001
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The directors of Iren SpA are responsible for the preparation of the report on operations and a
report on corporate governance and ownership structure published in the Investor Relations
section of Iren SpA’s website, in compliance with the applicable laws and regulations. Our
responsibility is to express an opinion on the consistency of the report on operations and of
the information referred to in paragraph 1, letters ¢}, d), ), 1), m), and paragraph 2, letter b}, of
article 123-bis of Legislative Decree n® 58/98 presented in the report on corporate governance
and ownership structure, with the consolidated financial statements, as required by law. For
this purpose, we have performed the procedures required under Italian Auditing Standard n®
001 issued by the Italian Accounting Profession (Consiglio Nazionale dei Dottori
Commercialisti e degli Esperti Contabili} and recommended by Consob. In our opinion, the
report on operations and the information referred to in paragraph 1, letters ¢}, d), £),1), m} and
paragraph 2, letter b), of article 123-bis of Legislative Decree n® 58/98 presented in the report
on corporate governance and ownership structure are consistent with the consolidated
finanecial statements of the Iren Group as of 31 December 2014,

Turin, 3 April 2015

PricewaterhouseCoopers SpA

Signed by

Piero De Lorenzi
(Partner)

This report has been translated into the English language from the original, which was issued in
Ttalian, solely for the convenience of international readers.
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STATEMENT OF FINANCIAL POSITION

Amounts in Euro

of which of which
Notes 31.12.2014 related 31.12.2013 related
parties parties
ASSETS
Property, plant and equipment (2) 1,520,716 1,605,598
:ir;(teanglble assets with a finite useful 2) 5,791,670 1,269,216
Investments in subsidiaries, associates
o (3) 2,544,508,361 2,507,961,874
and joint ventures
Other investments (4) - -
Non-current financial assets (5) 1,728,477,075 1,728,477,075 1,484,945,013 1,483,975,013
Other non-current assets (6) 10,690,037 10,562,858 -
Deferred tax assets (7) 21,630,158 20,030,159
Total non-current assets 4,312,618,017 4,026,374,718
Trade receivables (8) 28,330,017 28,001,459 13,992,077 13,896,656
Current tax assets (9) 5,031,602 -
S:;‘;Z receivables and other current (10) 41,608,690 35,849,185 39,537,505 29,446,925
Current financial assets (11) 24,060,376 23,879,804 105,615,608 105,506,903
Cash and cash equivalents (12) 19,196,933 178,463 31,057,574 1,382,367
Total current assets 118,227,618 190,202,764
Assets held for sale (13) 240,000 -
TOTAL ASSETS 4,431,085,635 4,216,577,482
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Amounts in Euro

of which of which
Notes 31.12.2014 related 31.12.2013 related
parties parties
EQUITY
Share capital 1,276,225,677 1,276,225,677
Reserves and retained earnings 190,583,731 173,692,360
Net profit (loss) for the year 50,096,527 86,859,395
TOTAL EQUITY (14) 1,516,905,935 1,536,777,432
LIABILITIES
Non-current financial liabilities (15) 2,161,594,617 59,525,336 1,791,845,353 100,092,225
Employee benefits (16) 11,956,331 11,475,246
Provisions for risks and charges (17) 10,091,928 10,491,239
Deferred tax liabilities (18) 2,477,355 4,375,952
ﬁ;gﬁirtf;yables and other non-current (19) 13,554,288 8,498,810 16,738,493 8,861,996
Total non-current liabilities 2,199,674,520 1,834,926,283
Current financial liabilities (20) 649,033,859 109,128,184 800,227,749 162,869,603
Trade payables (21) 20,025,425 6,263,475 12,816,169 2,191,308
l(i)atgﬁirﬂ'[;iyables and other current (22) 43,880,193 19,875,070 24,563,093 16,439,881
Current tax liabilities (23) - 7,266,756
Prov_isions for risks and charges - current (24) 1,565,703 i
portion
Total current liabilities 714,505,180 844,873,767
Liabilities related to assets
held for sale
TOTAL LIABILITIES 2,914,179,700 2,679,800,050
TOTAL EQUITY AND LIABILITIES 4,431,085,635 4,216,577,482
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INCOME STATEMENT

Amounts in Euro

Financial of which Financial of which
Notes Year related Year related
2014 parties 2013 parties
Revenue
Revenue from goods and services (25) 14,145,089 13,954,201 10,445,959 10,445,959
Other revenue and income (26) 4,960,491 3,762,666 3,981,094 2,969,889
Total revenue 19,105,580 14,427,053
Operating expense
Raw materials, consumables, supplies
and goods (27) (11,266) (467) (10,481) (397)
Services and use of third-party assets (28) (18,497,480)  (6,998,903) (11,076,228)  (4,296,120)
Other operating expense (29) (6,696,949) (125,081) (3,785,131) (136,052)
Capitalised expenses for internal work (30) 584,849 369,815
Personnel expense (31) (22,329,437) (61,207) (21,232,449) (29,829)
- of which non-recurring (1,789,009)
Total operating expense (48,739,292) (35,734,474)
GROSS OPERATING PROFIT (EBITDA) (29,633,712) (21,307,421)
Amortisation, depreciation, provisions
and impairment losses
Depreciation and amortisation (32) (331,462) (187,367)
Provisions and impairment losses (33) (2,582,223) (793,614)
Total depreciation, amortisation,
provisions (2,913,686) (980,981)
and impairment losses
OPERATING PROFIT (EBIT) (32,547,397) (22,288,402)
Financial management (34)
Financial income 175,417,166 175,149,334 197,388,670 197,102,915
Financial expense (109,400,746)  (5,744,546) (99,294,517)  (7,496,494)
Total financial income and expense 66,016,420 98,094,153
Impairment losses on investments (35) - -
- of which non-recurring - -
Profit before tax 33,469,023 75,805,751
Income tax expense (36) 16,627,504 11,053,644
Net prcffit/(loss) from continuing 50,096,527 86,859,395
operations
Net profit/(loss) from discontinued
operations
Net profit (loss) for the year 50,096,527 86,859,395
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STATEMENT OF
COMPREHENSIVE INCOME

Amounts in Euro

Financial Financial
Notes Year Year
2014 2013

!’roflt/(loss) for the period - Owners of the parent and non-controlling 50,006,527 86,859,395
interests (A)
Other comprehensive income to be (37)
subsequently reclassified to the Income Statement
- effective portion of changes in fair value of cash flow hedges (3,706,716) 20,726,780
- changes in fair value of available-for-sale financial assets - -
Tax effect of other comprehensive income 1,019,347 (8,220,795)
Total other comprehensive income, net of tax effect (B1) (2,687,369) 12,505,985
Other comprehensive income which will not be
subsequently reclassified to the Income Statement
- actuarial gains/(losses) on employee defined benefit plans (IAS 19) (736,627) (984,051)
Tax effect of other comprehensive income 202,574 270,613
Total other comprehensive income, net of tax effect (B2) (534,053) (713,438)
Total comprehensive income/(expense) (A)+(B1)+(B2) 46,875,105 98,651,942

Iren S.p.A.

229



230

STATEMENT OF CHANGES

EQUITY

31/12/2012

Share capital

1,276,226

thousands of euro

Share premium

Legal reserve
reserve

105,102 28,996

Legal reserve

Dividends to shareholders
Retained earnings

Total profit (loss) for the period
of which:

- Net profit (loss) for the period
- Other comprehensive income

3,516

31/12/2013

1,276,226

105,102 32,512

Legal reserve

Dividends to shareholders
Retained earnings

Total profit (loss) for the period
of which:

- Net profit (loss) for the period
- Other comprehensive income

4,343

31/12/2014

1,276,226

105,102 36,855
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Other reserves

Total reserves

thousands of euro

Hedging AFS reserve and ret_amed and retained Profit (loss) for Equity
reserve earnings X the year
Profits (losses)
(losses)

(37,090) - 61,327 158,335 70,311 1,504,872
3,516 (3,516) -
- (66,747) (66,747)
48 48 (48) -
12,506 (713) 11,793 86,859 98,652
86,859 86,859
12,506 = (713) 11,793 11,793
(24,584) - 60,662 173,692 86,859 1,536,777
4,343 (4,343) s
- (66,747) (66,747)
15,769 15,769 (15,769) -
(2,687) (534) (3,221) 50,097 46,876
50,097 50,097
(2,687) = (534) (3,221) (3,221)
(27,271) - 75,897 190,583 50,097 1,516,906
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STATEMENT OF CASH FLOWS

thousands of euro

Financial Financial
Year Year
2014 2013
A. Opening balance of cash and cash equivalents and centralised treasury (74,632) 79,628
management
Cash flows from operating activities
Profit (loss) for the year 50,097 86,859
Adjustments:
Amortisation of intangible assets and depreciation of property, plant and equipment 331 187
and investment property
Capital gains (losses) and other changes in equity (1,121)
Net change in post-employment benefits and other employee benefits (256) (99)
Net change in provision for risks and other charges 1,167 (9,180)
Change in deferred tax assets and liabilities (2,277) 1,199
Change in other non-current assets and liabilities (3,311) 8,001
Dividends received (171,444) (130,575)
Net impairment losses (reversals of impairment losses) on fixed assets - -
B. Cash flows from operating activities before changes in NWC (126,814) (43,608)
Change in trade receivables (14,338) 2,021
Change in tax assets and other current assets (7,101) 8,161
Change in trade payables 7,206 (7,328)
Change in tax liabilities and other current liabilities 12,050 (5,767)
C. Cash flows from changes in NWC (2,183) (2,913)
D. Cash flows from/(used in) operating activities (B+C) (128,997) (46,521)
Cash flows from/(used in) investing activities
Investments in intangible assets, property, plant and equipment and investment (4,769) (934)
property
Investments in financial assets (35,665) (97,720)
Proceeds from the sale of investments - -
Dividends received 171,444 130,575
E. Total cash flows from/(used in) financing activities 131,010 31,921
F. Free cash flow (D+E) 2,013 (14,600)
Cash flows from/(used in) financing activities
Dividends paid (66,747) (66,747)
New non-current loans 750,000 468,000
Repayment of non-current loans (835,331) (272,697)
Change in financial receivables (*) (175,478) (20,760)
Change in financial liabilities 362,909 (247,456)
G. Total cash flows from/(used in) financing activities 35,354 (139,660)
H. Cash flows for the period (F+G) 37,367 (154,260)
I. Closing balance of cash and cash equivalents and centralised treasury (37,265) (74,632)
management (A+H)
L. Current balance of centralised treasury management - subsidiaries (*) 56,462 105,690
M. Closing cash and cash equivalents (I+L) 19,197 31,058
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NOTES TO THE FINANCIAL STATEMENTS

INTRODUCTION

Iren S.p.A. is an Italian multiutility company, listed on the Italian Stock Exchange (Borsa ltaliana), created
on 1 July 2010 through the merger of IRIDE and ENIA.

Through the Company’s subsidiaries, Iren S.p.A. operates in the following business segments:

e Production of Electricity and Heat (hydroelectric production, cogeneration of electricity and heat,
production from renewable sources);

e Market (Sale of electrical energy, gas, heat)

e Energy Infrastructures (Electricity distribution networks, gas distribution networks, district-heating
networks, LNG regasification plants);

e Integrated Water Service (sale and distribution of water, water treatment and sewerage)

e Environment (Waste collection and disposal)

e Other services (Telecommunications, Public Lighting, Global Services and other minor services).

Iren S.p.A. is structured as an industrial holding, with headquarters in Reggio Emilia, Via Nubi di Magellano
30, and operating offices in Genoa, Parma, Piacenza and Turin, as well as companies responsible for the
single business lines.

I.  CONTENT AND STRUCTURE OF THE FINANCIAL STATEMENTS

These financial statements are the separate financial statements of the Parent Company Iren S.p.A. and
have been prepared in accordance with the International Financial Reporting Standards (“IFRS”) issued by
the International Accounting Standards Board (“IASB”) and endorsed by the European Union, as well as
with the provisions set forth in implementation of Art. 9 of ltalian Legislative Decree No. 38/2005. The
“IFRS” also include the International Accounting Standards (“IAS”) and all interpretations issued by the
International Financial Reporting Interpretations Committee (“IFRIC”), previously known as the Standing
Interpretations Committee (“SIC”).

In drawing up these financial statements, the same accounting standards were applied as those adopted
for the Financial Statements at 31 December 2013, with the exceptions highlighted in the section
“Accounting standards, amendments and interpretations effective from 1 January 2014”.

The separate financial statements at 31 December 2014 consist of a statement of financial position, an
income statement, a statement of comprehensive income, a statement of changes in equity, a statement
of cash flows and these notes.

In the statement of financial position, assets and liabilities are classified as “current/non-current”. Assets
and liabilities classified as discontinued or held for sale are shown separately. Current assets, which
include cash and cash equivalents, are those that will be realised, transferred or consumed during the
company's ordinary operating cycle or during the twelve months following year end. Current liabilities are
those for which settlement is envisaged during the company's ordinary operating cycle or during the
twelve months following year end.

The Income Statement is classified on the basis of the nature of costs. In addition to the Operating
Profit/(Loss), the Income Statement also shows the Gross Operating Profit/(Loss) obtained by deducting
total operating expense from total revenue.

The indirect method is used in the cash flow statement. The cash configuration analysed in the cash flow
statement includes cash on hand and cash in bank current accounts and the current balance of the
subsidiaries’ cash pooling management.

The financial statements have been drawn up based on the historical cost principle, except for certain
financial instruments measured at fair value. The financial statements were also prepared on the basis of
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going concern assumptions. The company, in fact, considered that there are no significant uncertainties
(as defined in IAS 1.25) regarding the going concern assumption.

These separate financial statements are stated in Euro, the company’s functional currency. Data included
in the notes, unless otherwise specified, are expressed in thousands of euro.

Lastly, in accordance with Consob Resolution No. 15519 of 27 July 2006 regarding the format of financial
statements, specific additional columns have been added to the Income Statement and the Statement of
Financial Position to highlight significant transactions with related parties.

Il. ACCOUNTING STANDARDS AND MEASUREMENT CRITERIA

The criteria adopted in drawing up the annual financial statements at 31 December 2014 of Iren S.p.A. are
indicated below; the aforesaid accounting standards have not changed with respect to those adopted at
31 December 2013, except for those indicated in the section “Accounting standards, amendments and
interpretations effective from 1 January 2014”.

Property, plant and equipment

- Property, plant and equipment owned

Property, plant and equipment are recognised at contribution, purchase or internal construction cost. This
cost includes all costs directly attributable to bringing the asset to the location and condition necessary
for it to be available for use (including, when relevant and where a real obligation exists, the present value
of the estimated costs of dismantling and removing the asset and restoring the site on which it is located),
net of trade discounts and rebates.

Financial expense related to the purchase of items of property, plant and equipment is capitalised for the
part of the cost of the asset until it becomes operative.

When significant components of property, plant and equipment have different useful lives, they are
accounted for separately.

In particular, under this policy, land and buildings located on the land are to be recognised separately;
therefore, only the buildings are depreciated, while the carrying amount of land is impaired, as described
in the following section “Impairment losses”.

Ordinary maintenance expenditure is expensed in full in the income statement. Expenditure that
increases the carrying amount of the asset is charged to the asset to which it relates and depreciated over
its estimated useful life, in compliance with IAS 16. Such expenditure includes expenditure that
reasonably leads to an increase in future economic benefits, such as the lengthening of useful life,
increase in production capacity, improvement in product quality and adoption of production processes
that entail a significant reduction in production costs.

Assets under construction include expenditure related to the construction of plants incurred until the
reporting date. These investments are depreciated once the asset becomes operative.

Property, plant and equipment are depreciated systematically on a straight-line basis annually using
economic-technical rates determined in line with their residual useful lives.
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The rates applied are set out in the following table:

Min. rate Max. rate
Buildings 3% 3%
Auxiliary systems of buildings 5% 10%

Grants related to assets are recognised as deferred revenue and taken to the income statement over the
depreciation period of the related item of property, plant and equipment.

- Leased assets

Assets held under finance leases are recognised as property, plant and equipment using the financial
method with a balancing entry under payables of the same amount, as provided for by IAS 17 which,
while reflecting the economic substance of operations, compares these operations to purchase and
financing agreements. Based on the above-mentioned method, property, plant and equipment are
recognised at the lease principal upon subscription of the finance lease. The amounts due to the lessor
are also recognised under financial payables. This liability is decreased over time in line with repayment of
the lease principal. Interest on payables is recognised in the income statement based on the repayment
plan, in addition to depreciation of the asset based on the expected useful life.

Conversely, under the financial method, leased out assets are not included in property, plant and
equipment. The related financial asset is recognised in the Statement of financial position. It decreases
over time in line with collection of the relevant principal. Interest income on receivables is recognised in
the income statement based on the repayment plan.

Investment property

Investment property is initially measured at purchase or construction cost. Such cost includes the
purchase price and any directly attributable expenditure. The related transaction costs are recognised
among the property costs, when purchase is recognised. Real estate investments are measured at cost in
the following evaluation.

Expenses incurred after the purchase or completion of a property intended as an investment property
increase the initial cost of the asset, if the company is likely to obtain higher future benefits than those
previously estimated, thanks to these expenses. Otherwise, such costs are charged to the income
statement.

Investment property is depreciated systematically annually on a straight-line basis using rates held to
represent the residual useful life of the relevant asset.

Intangible assets

Intangible assets are recognised in the statement of financial position when it is probable that the
expected future economic benefits attributable to the asset will flow to the company and the cost of the
asset can be measured reliably. They are recognised at contribution, acquisition or production cost,
including any directly attributable costs.

Intangible assets with finite useful lives are amortised on a systematic basis over their useful lives so that
the carrying amount at year end matches their residual life or recoverable amount based on the
company’s plans to develop production. Amortisation begins when the asset is available for use.

Development costs are capitalised if all of the following features can be demonstrated:
- the technical feasibility of completing the asset so that it will be available for use or sale;
- the intention to complete the intangible asset and use or sell it;
- the ability to use or sell the intangible asset;
- the ability to reliably measure the expenditure attributable to the asset during its development;
- the availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset;

Iren S.p.A.

235



236

- itis clear how the asset will generate future economic benefits.

If even one of these requirements is not met, the cost is fully recognised in the period in which it is
incurred.

Industrial patents and similar rights are amortised on a straight-line basis over five years.

Amortisation begins when the asset is available for use, in other words, when it is able to operate as
intended by the company’s management. Amortisation expires on the later of either the date on which
the asset is classified as held for sale (or included in a disposal group classified as held for sale), pursuant
to IFRS 5, or the date on which the asset is derecognised.

Assets under development and payments on account relate to internal and external costs referring to
intangible assets for which the company has not yet acquired the right to and has not started to use in
production. These investments are amortised from the date they begin to be used in production.

Under IAS 36, assets under development are tested for impairment annually, or whenever there is any
indication of impairment, so as to check that the carrying amount matches the recoverable amount.

Goodwill

Goodwill is initially recognised at cost. It represents the difference between the cost of the acquisition and
the value of non-controlling interests and the fair value of the identifiable assets, liabilities and contingent
liabilities related to the complex acquired. If, after this restatement, the value of current and contingent
assets and liabilities exceeds the acquisition cost, the difference is recognised immediately in the income
statement.

Any goodwill deriving from the acquisition of an associate is included in the carrying amount of the
investment.

On first adoption of the IFRS, the Group chose not to apply IFRS 3 — Business Combinations retroactively
to acquisitions of companies that occurred before 1 January 2004; as a consequence, the goodwill
generated on acquisitions prior to the date of transition to the IFRSs was kept at the previous figure
determined according to the Italian accounting standards, after verification and recognition of any
impairment losses.

Goodwill is allocated to one or more cash-generating units and is not amortised, but is annually tested for
impairment or more frequently if specific events or changes in circumstances indicate that impairment
may have taken place (see section on “Impairment losses”).

Non-current assets held for sale

A non-current asset (or group of assets and liabilities held for disposal) is classified as available for sale if
its carrying amount will be recovered mainly through a sale transaction rather than through its continued
use. Immediately prior to initial classification of the asset (or disposal group) as available for sale, the
carrying amounts of the assets are measured in accordance with Group accounting policies. The asset (or
disposal group) is then recognised at the lower between its carrying amount and its fair value less costs to
sell. Impairment loss on a disposal group is initially taken to goodwill, then to the residual assets and
liabilities on a proportional basis, except for inventories, financial assets, deferred tax assets, employee
benefits, investment property and biological assets, which continue to be measured in accordance with
Group accounting policies. Impairment losses on the initial classification of an asset as held for sale
compared to subsequent measurements are recognised in the income statement. Positive changes are
recognised only to the extent of any accumulated impairment loss.
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Impairment losses

IAS/IFRS require a company to assess whether there are any specific indications of impairment. The
company performs an impairment test, which consists of estimating the recoverable amount of the asset
and comparing it to its net carrying amount.

The recoverable amount is the higher of fair value less costs to sell (if an active market exists) and the
value in use of the asset. Value in use is the present value of the future cash flows expected to be derived
from an asset or cash-generating unit, inclusive of taxes, by applying a discount rate, before taxes,
represented by the current market assessments of the time value of money and risks specific to the asset.
If the recoverable amount of an asset is less than its carrying amount, an impairment loss is recognised. If
the impairment loss recognised in prior periods no longer exists or has decreased, the carrying amount of
the asset or cash-generating unit is increased to the estimated new recoverable amount. The latter
amount shall not exceed the carrying amount that would have been determined if no impairment loss had
been recognised. The reversal of an impairment loss is recognised immediately to the income statement.
Assets that are not subject to amortisation (goodwill and other intangible assets with an indefinite useful
life) and intangible assets that are not yet available for use are tested for impairment annually, even if no
indication of impairment exists.

Financial instruments

- Equity investments in subsidiaries and associates
Investments in subsidiaries and associates are measured at cost. In the event of impairment, the carrying
amount of the investment is written down. The impairment loss is recognised in the income statement.

- Other equity investments

Investments in other companies, classified as available for sale (AFS), are measured at fair value. Gains
and losses deriving from changes in fair value are recognised directly in other comprehensive income up
to the moment in which they are sold or have suffered an impairment loss; in this case, the total loss is
reversed from other comprehensive income and recognised in the income statement for an amount equal
to the difference between the acquisition cost and current fair value. If the fair value cannot be reliably
determined, investments are measured at cost adjusted for impairment losses, the effect of which is
recognised in the income statement.

The risk deriving from losses which exceed the carrying amount of the investment is recognised in a
provisions for risks to the extent that the company has a legal or constructive obligation with the investee
or is committed to covering its losses.

- Financial assets held for trading

Upon initial recognition, financial assets held for trading are measured at purchase cost, i.e. at the fair
value of the consideration paid; the transaction costs, as they are ancillary, are included in the purchase
cost.

Subsequent to initial recognition, they are measured at fair value, without deducting any transaction costs
that may be incurred upon sale or disposal. Changes in fair value are taken directly to the income
statement.

If fair value cannot be determined reliably, such assets are measured at cost.

- Financial assets available for sale

Upon initial recognition, available-for-sale financial assets are measured at the fair value of the
consideration paid (acquisition cost, including related costs).

Subsequent to initial recognition, they are measured at fair value, without deducting any transaction costs
that may be incurred upon sale or disposal. Changes in fair value are recognised in other components of
the statement of comprehensive income and transferred to the income statement only when the
available-for-sale assets are derecognised or have undergone an impairment loss.

If fair value of investments in instruments representing equity cannot be determined reliably, such assets
are measured at cost.
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- Hedging instruments

The company uses derivative financial instruments solely to hedge its exposure to currency, interest rate
and commodity risks.

A hedging relationship qualifies for hedge accounting, under IAS 39, if all of the following conditions are
met:

- at the inception of the hedge, or first-time adoption for instruments existing at 1 January 2005,
there is a formal designation and documentation of the hedging relationship and the company’s
risk management objective and strategy for undertaking the hedge;

- the hedge is expected to be highly effective in offsetting changes in fair value (fair value hedges) or
cash flows (cash flow hedges) attributable to the hedged risk;

- for cash flow hedges, an expected future transaction that is hedged must be highly probable and
must present an exposure to changes in cash flows that might ultimately affect profit or loss;

- the effectiveness of the hedge can be reliably measured, i.e. the fair value or cash flows of the
hedged item and the fair value of the hedging instrument can be reliably measured;

- the hedge is assessed on an ongoing basis and is considered highly effective throughout the entire
life of the derivative.

Hedging instruments are measured at fair value, calculated in accordance with IFRS 13. The fair value is
determined by using adequate measurement models for each type of financial instrument by using,
where available, the market forward curve, both regulated and not regulated (intrinsic value). For option
contracts fair value is supplemented with the time value, which is based on their residual life and the
volatility of the underlying.

Taking into account the provisions specified by IFRS 7 on the fair value hierarchy, as extended by the new
IFRS 13, for each category of financial instrument measured at fair value the fair value hierarchy is as
follows:

- Level 1: Prices listed (not adjusted) on active markets for identical assets or liabilities;

- Level 2: Input data other than Level 1 listed prices which are observable for assets or liabilities, either
directly (as in the case of prices), or indirectly (i.e. derived from prices);

- Level 3: Input data related to assets or liabilities which are not based on observable market data
(unobservable data).

Hedging instruments are tested for effectiveness at each reporting date to check whether the hedge still
meets the requirements for designation as effective and can be recognised using hedge accounting.

If the requirements for the application of hedge accounting are met:

- for a cash flow hedge, fair value gains or losses on the hedging instrument are recognised in the
statement of comprehensive income for the effective portion of the hedge (intrinsic value), and in the
income statement for the time value portion and any ineffective portion (overhedging);

- for fair value hedges, fair value changes on both the hedging instrument and hedged item are recognised
in the income statement.

If the hedge no longer meets the criteria for hedge accounting, the gains or losses deriving from the
measurement at fair value of the hedging instrument are fully recognised in the income statement.
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- Other financial assets and liabilities

Loans and receivables are initially recognised at fair value, adjusted by any directly attributable
transaction costs. They are subsequently measured at amortised cost.

Securities held to maturity are initially recognised at cost, increased by transaction costs borne for
acquisition of the financial asset. Subsequent to initial recognition, they are measured at amortised cost
using the effective interest method, net of impairment losses.

At each reporting date, or whenever impairment indicators arise, all financial assets, except for FVTPL
assets, are tested for impairment in order to determine whether there is objective evidence (such as
breaches of contractual agreements, possible bankruptcy or financial difficulties of the debtor, etc.) that
the value of the asset might not be entirely recoverable.

- Trade Receivables and Payables

Trade receivables and payables, with repayment dates that are in line with normal commercial practices,
are not discounted as the time value of money is not material for their measurement). They are
recognised at fair value (equal to their nominal amount) and are subsequently measured at amortised
cost. Trade receivables are measured net of the allowance for impairment of accounts receivable set up to
cover estimated losses.

- Cash and cash equivalents

Cash and cash equivalents include cash on hand, call deposits and short-term, highly liquid investments
(maturities of three months or less from the date of acquisition) that are readily convertible into known
amounts of cash and that are subject to an insignificant risk of changes in value.

Cash and cash equivalents, including ancillary charges, are measured at fair value.

Cash on hand and revenue stamps are measured at their nominal amount.

Equity

Share capital, including the various categories of shares, is stated at its nominal amount less share capital
proceeds to be received.

The purchase cost of treasury shares is recognised as a reduction in equity.

Costs directly attributable to share capital transactions of the parent are offset against equity.

Dividends are recognised as payables when they are approved by the Shareholders.

Employee benefits
As from 1 January 2012, the amendment to the international accounting standard IAS 19 “Employee
Benefits”, endorsed on 6 June 2012, was applied in advance. This amendment is applicable starting from 1
January 2013, although its application was on a voluntary basis for financial statements at 31 December
2012. The changes made in the amendment can be classified in three categories: measurement and
recognition, additional disclosures and further amendments.
The first category of amendments involves defined benefit plans. In particular, the corridor approach is no
longer used in recognizing actuarial gains and losses (the Iren Group was no longer using this method) and
instructions are now given to immediately recognise the components connected to “revaluations” (e.g.
actuarial gains and losses) in Other comprehensive income.
As regards presentation in the financial statements, the changes in liabilities connected with the
obligation related to a defined benefit plan are broken down into three components:

1) operating (service cost), personnel expenses;

2) financial (finance cost), net interest income/expense;

3) measuring (remeasurement cost), actuarial gains/losses.

As regards disclosures, information is given on the characteristics of the plans and related amounts
entered in the financial statements, as well as on the risk resulting from the plans and including a
sensitivity analysis of oscillations in demographic risk.

Post-employment benefits are defined according to plans which, based on their characteristics, are
separated into “defined contribution” and “defined benefit” plans.

In defined contribution plans, the company obligation, limited to the payment of State contributions or to
a separate fund, is calculated on the basis of contributions due. For Iren these are included under post-
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employment benefits accrued since 1 January 2007, payable to the INPS (the Italian Social Security
Institution) fund and the share paid to the additional pension funds.

The liability relating to defined benefit plans, net of any plan assets, is calculated according to actuarial
assumptions. For Iren, included in this category are post-employment benefits accrued until 31 December
2006 (or the date chosen by the employee if opting for allocation to complementary funds), the tariff
discounts for employees and former employees, additional monthly salaries (Art. 47 National Collective
Employment Contract - CCNL), the loyalty bonus paid to employees and contributions paid to the
Premungas fund, a supplementary pension fund that allows employees to obtain the same amount of
remuneration received upon retirement.

The present value of the liability is calculated for each employee using the projected unit credit method.
The total liability is calculated by estimating the amount payable on termination of the employment
relations, taking into account economic, financial and demographic factors. This amount is recognised on
a proportional basis over the period of service matured.

For post-employment benefits accrued at 31 December 2006 (or the date chosen by the employee if
opting for allocation to supplementary funds), the proportional basis is not applied because at the
reporting date the benefits can be considered accrued in full.

The demographic, economic and financial variables are validated annually by an independent actuary.

Gains and losses deriving from actuarial calculations regarding post-employment benefits are immediately
recognised in Other comprehensive income, except for the loyalty bonus which is entirely recognised in
the Income statement.

Provisions for risks and charges
Provisions for risks and charges are set aside to cover liabilities of uncertain amount or due date that are
recognised when, and only when, the following conditions are met:
- the company has a present obligation (legal or constructive) as a result of a past event at the
reporting date;
- itis likely that an outflow of resources embodying economic benefits will be required to settle the
obligation;
- areliable estimate can be made of the amount of the obligation.

Risks for which the related liability is only potential are disclosed in the notes to the financial statements,
and no provision is made.

No additional information is provided for events that are remote, i.e. where it is very unlikely they will
arise, and no provision is made.

The provisions are recognised at the amount representing the best estimate of the total that the company
would pay to settle the obligation, or transfer it to third parties at year end. If the discounting effect on
the value of money is significant, the provisions are calculated by discounting expected future cash flows
at a pre-tax discount rate that reflects the current market assessment of the time value of money.

On discounting, the time-related increase in the provision is recognised as financial expense.

Provisions for landfill post-closure are discounted based on the government curve of interest rates at the
balance sheet date. Cash flows, indicated in the report drawn up by an independent expert, are
discounted on a YoY basis.
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Revenue
Revenue is measured at fair value with respect to the amount received or due, taking account of any
commercial discounts and reductions connected with quantity.
Revenue from the sale of goods is recognised when:
- the company has transferred to the buyer the significant risks and rewards of ownership of the
goods;
- the company retains neither the ownership rights nor effective control over the goods sold by the
seller;
- the amount of revenue can be measured reliably;
- itis probable that the economic benefits associated with the transaction will flow to the company;
- the costs incurred for the transaction and the costs to complete the transaction can be measured
reliably.

When an uncertainty arises about the collectability of an amount already recognised, the non-collectable
amount must be recognised as an expense, rather than as an adjustment of the income originally
recognised.
Revenue from services is recognised when:
- the amount of revenue can be measured reliably;
- itis probable that the economic benefits associated with the transaction will flow to the company;
- the stage of completion of the transaction at the reporting date can be measured reliably;
- the costs incurred for the transaction and the costs to complete the transaction can be measured
reliably.

Grants related to assets and grants related to income

Grants related to assets are recognised, when they become payable, as deferred revenue and
systematically taken as income to the income statement over the useful life of the asset to which they
refer. The deferred revenue related to the grants is recognised in the statement of financial position,
under Other liabilities, with suitably separated current and non-current amounts.

Grants related to income are recognised in the income statement when the recognition criteria are met,
i.e. when their recognition as a balancing entry of supply costs related to the grants is certain.

Other revenue and income

Other revenue and income include all types of revenue which are not included in the above-mentioned
cases and do not feature a financial nature. They are recognised in accordance with the above-mentioned
methods for revenue from goods and services.

Costs for the purchase of goods and services

Costs are measured at the fair value of the amount paid or to be paid. Costs for the acquisition of goods
and services are recognised when their amount can be reliably determined. The costs for the purchase of
assets are recognised upon delivery which, based on outstanding agreements, identifies the moment of
transfer of the related risks and rewards. Costs for services are recognised on an accrual basis upon
receipt.

Financial income and expense
Income arising from the use by others of company assets yielding interest and dividends is recognised
when:
- itis probable that the economic benefits associated with the transaction will flow to the company;
- the amount of revenue can be measured reliably.
Income is recognised on the following basis:
- interests are recognised on an accrual basis that takes into account the effective yield on the asset;
- receivables from dividends on investments are recognised when the shareholder’s right to receive
payment is established. This usually coincides with the resolution passed by the related meeting.
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When uncertainty arises about the collectability of an amount already recognised, the non-collectable
amount is recognised as an expense rather than as an adjustment to the income originally recognised.
Financial expense is recognised in the year in which it is incurred; expense that is directly attributable to
the acquisition, construction or production of a plant is capitalised as part of the cost of that asset when:

- itis likely that it will result in future economic benefits for the company;

- it can be reliably measured.

Income tax expense

Income taxes comprise all the taxes calculated on the company’s taxable income.

Current and deferred taxes are recognised as income or expense and included in the profit or loss for the
year, except to the extent that the tax arises from a transaction or event that is recognised, in the same or
a different year, directly in equity.

Current tax is the expected tax payable on the taxable income for the year, applying the tax legislation
enacted or substantially enacted at the reporting date. Deferred tax liabilities are calculated based on the
temporary differences between the carrying amounts of assets and liabilities in the consolidated financial
statements and the amounts used for taxation purposes.

Deferred tax assets are recognised only when their recovery is probable.

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply for the year in
which the differences will be paid.

The option for the Group tax consolidation scheme was exercised pursuant to Art. 118 of the new
Consolidated Income Tax Act. It requires that the consolidated companies transfer their IRES
receivables/payables to the parent Iren S.p.A. The latter then calculates IRES on the algebraic sum of
taxable profits/losses of each company taking part in the tax consolidation scheme.

In return for the taxable income earned and transferred to the parent, the consolidated company
commits to paying “tax settlements” to the parent equal to the amount of taxes owed on the income
transferred, net of the transferred IRES receivables.

Discontinued operations

Discontinued operations are components of the Group, which have been divested or represent an
important business unit or geographical area of operations. Assets are classified as discontinued at the
moment of transfer or when they are classified as assets held for sale: when an asset is classified as
discontinued, the income statement is restated as though the operation were discontinued starting from
the beginning of the comparative period.

Translation criteria

The functional and presentation currency adopted by the company is the Euro. When transactions in
foreign currency are made, they are initially recognised at the exchange rate in effect on the transaction
date. Except for non-current assets, assets and liabilities in foreign currency are recognised at the closing
rate and the related exchange rate gains and losses are recognised in the income statement. Any net gain
is allocated to a special reserve unavailable until realisation.
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ACCOUNTING STANDARDS, AMENDMENTS AND INTERPRETATIONS EFFECTIVE FROM 1
JANUARY 2014

On 13 May 2011 the IASB published the so-called ‘Consolidation Package’, which comprises the standards
and amendments listed below, endorsed by the European Commission on 29 December 2012:

IFRS 10 — Consolidated Financial Statements

IFRS 11 —Joint Arrangements

IFRS 12 — Disclosures of Involvement with Other Entities

Revised IAS 27 — Separate Financial Statements

Revised IAS 28 — Investments in Associates and Joint Ventures

e The standard IFRS 10 “Consolidated Financial Statements” replaces SIC-12 “Consolidation — Special
Purpose Entities” and parts of IAS 27 — Consolidated and Separate Financial Statements. The new
standard is based on the existing standards, defining the concept of control as the key factor for
including a company in the parent’s consolidated financial statements. Control is obtained only if the
investor has simultaneously: a) the power to direct the relevant activities of the investee through
voting rights and/or contractual agreements; b) exposure to the future returns of the investee
(dividends, fiscal benefits,...); c) the ability to use its power over the investee to affect the amount of
the investor's returns.

e The standard IFRS 11 — “Joint Arrangements” , replaces IAS 31 — “Interests in Joint Ventures” and SIC-
13 — “Jointly Controlled Entities — Non-monetary Contributions by Venturers”. The new standard
establishes that, in a joint venture, two or more parties hold joint control if the decisions on relevant
activities require the unanimous consent of the parties. IFRS 11 sets out two distinct types of
arrangements:

- aJoint Venture (JV) is an arrangement whereby the parties have rights to the net assets of the
arrangement. Joint ventures are accounted for using the equity method, as provided for in IAS 28
“Investments in Associates and Joint Ventures”;

- a Joint Operation (JO) is an arrangement whereby the parties are not limited exclusively to
participating in the company's net profit or loss, but have rights to its assets, and obligations for
its liabilities. In this case the assets/revenues on which the joint operator exercises such rights
and the liabilities/costs of which the joint operator assumes the obligations are fully
consolidated.

e The standard IFRS 12 — Disclosures of Involvement with Other Entities is a new and complete standard
on additional information that must be supplied on any type of equity interest, including disclosures
on subsidiaries, joint arrangements, associates, special purpose entities and other non-consolidated
vehicle companies.

e At the same time as the standard IFRS 10 “Consolidated financial statements” was introduced, IAS 27
Revised “Separate Financial Statements” was published. This retains the role of the general standard
of reference for separate financial statements. This standard applies in the measurement of
investments in subsidiaries, associates and joint ventures in the separate financial statements of the
parent company. Joint ventures, just as with investments in subsidiaries and associates, can be
recognised in the separate financial statements either at cost or on the basis of IFRS 9 “Financial
Instruments” (and IAS 39 “Financial Instruments: Recognition and Measurement”). When, in
accordance with the provisions of IFRS 10 “Consolidated Financial Statements”, a parent company
chooses not to prepare consolidated financial statements, the separate financial statements must
provide information regarding the investments in subsidiaries, associates and joint ventures, the main
offices (and the registered office if different), their assets, the percentage interest in the single
investees and disclosure regarding the method used to recognise them in the financial statements.

e After the issue of IFRS 11, IAS 28 — “Investments in Associates” was amended to include also equity
investments in companies under joint-control in its scope of application, as from the effective date of
the standard. IAS 28 Revised “Investments in Associates and Joint Ventures” establishes in fact that, if
an entity exercises joint control or significant influence over another subject, it must recognise its
investment in the consolidated financial statements using the Equity method.

The other new the Standards and Interpretations endorsed by the EU and in force starting from
1 January 2014 are presented below:
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e On 16 December 2011 the IASB issued a number of amendments to IAS 32 “Financial Instruments:
Presentation”, to clarify the application of certain criteria for offsetting financial assets and financial
liabilities present in IAS 32.

e The amendment to, IAS 36 “Impairment of Assets”, issued on 29 May 2013, regards the information
requirements when assets are impaired and where the recoverable value is determined on the basis of
the fair value, net of costs of disposal. This amendment removes the disclosure requirements with
respect to the recoverable value of the asset if the CGU (cash-generating unit) includes goodwill or
intangible assets with indefinite useful life, but there is no indication that the asset is permanently
impaired. Disclosure is also required regarding the recoverable value of an asset or a CGU and
regarding the way to calculate the fair value net of costs of disposal when the asset is permanently
impaired.

e On 27 June 2013 the IASB published an amendment to IAS 39 “Financial Instruments: Recognition and
Measurement”, which regards accounting for derivative hedging instruments in the event of novation
of the counterparty. Prior to introduction of this amendment, if there was a novation of the
designated hedging derivatives, IAS 39 required interruption of the application of cash flow hedge
accounting, assuming that the novation involved the conclusion or termination of the pre-existing
hedging instrument.

e On 20 May 2013 IFRIC 21 “Levies” was issued. This interpretation of IAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” endorsed on 13 June 2014, regards the accounting for levies that do
not fall within the scope of application of IAS 12 “Income Taxes”. IAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” establishes the criteria regarding recognition of a liability, one of
which is the presence of a present obligation for the entity as the result of a past event. This
interpretation clarifies that the obligation that results in the liability for the levy to be paid is the
activity described in the legislation of the activity from which payment of the levy originates.

ACCOUNTING STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET APPLICABLE AND
NOT ADOPTED IN ADVANCE BY THE COMPANY

At the reporting date, the competent bodies of the European Union have not yet concluded the
endorsement process necessary for the application of the following accounting standards.
¢ InJuly 2014 the IASB published the standard IFRS 9 “Financial Instruments”. The standard is the result
of a process that began in 2008 following the economic and financial crisis, with the aim of completely
rewriting the accounting rules for recognition and measurement of financial instruments provided for
in IAS 39. In brief the rules of IFRS 9 regard:
- the criteria for classification and measurement of financial assets and liabilities. In particular, as
regards financial assets, the new standard uses one single approach based on management models
of financial instruments and characteristics of contractual cash flows of financial assets, with the
aim of determining the measurement criteria, by replacing the various rules set forth in 1AS 39. As
regards financial liabilities, the main amendment is instead related to accounting for fair value
changes of a financial liability designated as measured at fair value through profit or loss, in the
event that these are due to a change in the credit risk of the liability itself. According to the new
standard, these changes should be recognised under Other comprehensive gains/(losses) and will
no longer be entered in the income statement;
- impairment of financial assets. The standard establishes that the entity must recognise the
expected losses on its financial assets, where “loss” means the present value of all future lost
revenue, and provide adequate information on the estimation criteria used;
- hedging operations (hedge accounting). IFRS 9 introduces a number of significant changes that
mainly regard the effectiveness test, as the 80-125% threshold is abolished and replaced by an
objective test that verifies the economic relationship between the hedged instrument and the
hedging instrument, accounting only for the cost of the hedge, and extending the hedged elements
and the disclosure required.
IFRS 9 will be applicable prospectively starting from 1 January 2018.
e On 21 November 2013 the IASB published certain minor amendments to IAS 19 “Employee Benefits”.
These amendments, endorsed on 17 December 2014 and applicable retrospectively from 1 February
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2015, regard the simplified accounting treatment of contributions to defined benefit plans by employees
or third parties in specific cases.
On 12 December 2013, the IASB issued a series of amendments to the IFRSs (Annual Improvements to
IFRSs - 2010-2012 Cycle and Annual Improvements to IFRSs - 2011-2013 Cycle). Among others, the most
significant subjects dealt with in these amendments are: a) definition of the vesting conditions in IFRS 2 -
Share-based Payment; b) grouping of operating segments in IFRS 8 - Operating Segments; c) definition of
key management personnel in IAS 24 - Related Party Disclosures; d) exclusion from the scope of
application of IFRS 3 - Business Combinations of all forms of joint arrangements and e) certain
clarifications regarding exceptions to the application of IFRS 13 - Fair Value Measurement.
In May 2014 the IASB issued an amendment to the standard IFRS 11 “Joint Arrangements” which provides
the guidelines on the accounting treatment to be adopted in the case of acquisitions of equity interests in
joint operations, the activity of which meets the definition of a “business” as defined in IFRS 3 “Business
Combinations”. The amendment is applicable starting from 1 January 2016.
The amendments to the standards IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets”
issued by the IASB in May 2014, clarify that use of a revenue-based method as the parameter for
calculating depreciation or amortisation of property, plant and equipment and intangible assets is not
appropriate, because revenues generated by an asset which entails the use of property, plant and
equipment and intangible assets generally reflect factors other than deterioration of the economic
benefits embodied in the assets themselves.
In January 2014 the IASB published the standard IFRS 14 “Regulatory Deferral Accounts”, which permits
an entity which is a first-time adopter of the IAS/IFRS International Financial Reporting Standards to
continue to measure accounting items associated with regulated activities in accordance with the
accounting standards used previously. The present standard will be applicable starting from 1 January
2016.
On 28 May 2014 the IASB issued the standard IFRS 15 “Revenue from Contracts with Customers”. The
purpose of the new standard is to establish the criteria to be adopted in order to provide users of financial
statements with information about the nature, amount and uncertainties associated with revenue and
cash flows deriving from existing contracts with customers. The standard in question applies if all the
following conditions are met:
i. the parties have approved the contract and have undertaken to perform their respective obligations;
ii. each party’s rights in relation to the goods or services to be transferred and the payment terms have
been identified;
iii. the contract signed has commercial substance (the risks, timing or amount of the future cash flows
of the entity can change as a result of the contract);
iv. it is probable that the amounts associated with performance of the contract will be collected and
paid.
The new standard, which will replace IAS 18 “Revenue” and IAS 11 “Construction Contracts”, will be
applicable starting from 1 January 2017.
In August 2014 the IASB issued an amendment to the standard IAS 27 - Separate Financial Statements
which reintroduces the possibility of measuring equity investments in subsidiaries, associates and joint
arrangements using the equity method in separate financial statements.
On 11 September 2014 the IASB issued an amendment to IAS 28 which governs the treatment of
gains/losses deriving from “upstream” or “downstream” transactions between a company and one of its
associates or joint ventures, distinguishing between sales of businesses as defined by IFRS 3 (total
recognition) and simple assets (partial recognition).
On 24 September 2014 the IASB issued a collection of amendments to the IFRSs (Annual Improvements to
IFRSs — 2012-2014 Cycle) which regard mainly: a) specific guidance on “assets held for distribution to
owners” in the context of IFRS 5 — Assets Held for Sale; b) definition of the discount rate for the purposes
of IAS 19 — Employee Benefits.
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Use of estimates

In order to prepare the financial statements in compliance with IFRS, estimates and related assumptions
are based on previous experience and other case factors, which are deemed reasonable and were
adopted to define the carrying amount of assets and liabilities to which they refer. Estimates have been
used to measure property, plant and equipment and intangible assets subject to impairment, as well as to
recognise provisions for credit risks, risks for obsolete inventory items, amortisation/depreciation and
impairment losses on assets, employee benefits, to determine the fair value of derivatives and available-
for-sale financial assets, taxes and other provisions for risks. These estimates and assumptions are
regularly revised. Any changes deriving from the revision of accounting estimates are recognised in the
period in which they are revised, if the revision refers only to the period under evaluation. Should the
revision involve both current and future periods, the variation is recognised in both the year in which the
revision occurs and in the related future periods.
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lll. IREN S.p.A. FINANCIAL RISK MANAGEMENT

The management of business risks is an essential component of the Internal Control System of corporate
governance in a listed company, and the Code of Conduct set forth by Borsa Italiana assigns specific
responsibilities as regards this aspect.

A summary of the risk management methods is shown hereunder for the risk management and control
with respect to the financial instruments (liquidity risk, exchange rate risk, interest rate risk, credit risk).

LIQUIDITY RISK

Liquidity risk is the risk that financial resources available to the company are insufficient to cover financial
and trade commitments in accordance with the agreed terms and deadlines.

The table below illustrates the expected outflows (within 12 months, in 1-5 years and over 5 years). The
flows indicated are undiscounted future cash flows, calculated according to residual contractual expiry
dates, on both principal and interest. Undiscounted cash flows relating to interest rate hedges are also
included.

thousands of euro

Data at 31/12/2014 (T3 Contractual e Ee 1-5 years Over 5 years
amount cash flows year

Mortgage and bond payables (*) 2,324,742 (2,809,423) (282,704) (1,159,854) (1,366,865)

Hedging of interest rate risk (**) 38,718 (38,410) (11,117) (24,917) (2,375)

(*) The carrying amount of the “Mortgage and bond payables” includes the nominal amount of the mortgages and bonds (both
current and non-current shares).
(**) The carrying amount of “Hedging of interest rate risk” includes the fair value of hedges (both positive and negative).

Cash flows required to settle other financial liabilities, other than those to banks, do not differ significantly
from the recognised carrying amount.

For details of the liquidity risk management policies, reference should be made to the Notes to the
Consolidated Financial Statements included in this report.

INTEREST RATE RISK

For a more complete understanding of the interest rate risks, sensitivity analysis was performed on net

financial charges to changes in interest rates. This analysis was performed on the basis of reasonable

assumptions as follows:

e anincrease and reduction of 100 basis points in the Euribor interest rates over the year was applied to
the net financial indebtedness;

e in any existing hedge, interest rate shock was applied to both the debt position and related hedge with
an extremely limited net effect on the income statement;

e with regard to existing hedges at year end, a 100 basis points translation increase and decrease were
applied to the forward curve of interest rates used to measure the fair value of the hedges.

The following table illustrates the results of the above sensitivity analysis performed with reference to 31
December 2014.
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thousands of euro

Financial expense Cash Flow Hedge Reserve
100 bps 100 bps 100 bps 100 bps
increase decrease increase decrease

Cash flow sensitivity (net)

Net financial indebtedness
(including hedges) 4,590 (4,288) - -
Change in fair value
Hedges

(42) 42 14,027  (14,899)
(assessment components only)
Total impact from sensitivity analysis 4,548 (4,246) 14,027 (14,899)
FAIR VALUE

Fair value is determined as the sum of estimated future cash flows in relation to assets or liabilities,
including the related financial income or expense discounted at year end. The present value of future
flows is determined by applying the curve of forward interest rates at the reporting date.

In order to provide a disclosure as complete as possible, the corresponding figure from the previous year
is also indicated.

For each recognised asset and liability class, the following table provides both the carrying amount and
related fair value.

thousands of euro

31/12/2014 31/12/2013

Asset/liability description ; ;

Carrying Fair Value Carrying Fair Value

amount amount
Non-current loans to related parties 1,728,477 1,829,623 1,479,764 1,484,147
Hedges — long-term assets - - - -
Bonds due at more than 12 months (*) (815,095) (903,692) - -
Non-current bank loans (1,307,781) (1,362,254) -1,756,586 -1,729,572
Hedges — long-term liabilities (38,718) (38,718) -35,259 -35,259
Loans - current portion (201,866) (243,631) -655,331 -699,496
Total (634,983) (718,672) -967,412 -980,180

(*) At 31.12.2014, the fair value of the Put Bond was Euro 196,106 thousand (Euro 188,929 thousand at 31.12.2013)

Fair value hierarchy
The following table shows financial instruments recognised at fair value, based on the measurement
technique used. The various levels were defined as shown below:
- Level 1: prices listed (not adjusted) on active markets for identical assets or liabilities;
- Level 2: input data other than Level 1 listed prices which are observable for assets or liabilities,
either directly (as in the case of prices), or indirectly (i.e. derived from prices);
- Level 3: input data related to assets or liabilities which are not based on observable market data
(unobservable data).
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thousands of euro

31/12/2014 Level 1 Level 2 Level 3 Total
Available-for-sale financial assets -
Financial assets designated at fair value through profit or loss -

Financial assets held for trading -

Derivative financial assets - -

Total assets - - - -

Derivative financial liabilities (38,718) (38,718)

Gross total - (38,718) (38,718)

thousands of euro

31/12/2013 Level 1 Level 2 Level 3 Total

Available-for-sale financial assets -
Financial assets designated at fair value through profit or loss -

Financial assets held for trading -

Derivative financial assets - -

Total assets

Derivative financial liabilities

(35,259)

(35,259)

Gross total

- (35,259)

- (35,259)

All Iren S.p.A. hedging financial instruments feature a fair value which can be classified at level 2. This level
is measured through valuation techniques, that take, as a reference, parameters that can be observed on
the market (e.g. interest rates, commodity prices) and are different from the prices of the financial
instruments, or in any case that do not require a significant adjustment based on data which cannot be
observed on the market.

We can also note that no transfers occurred amongst the various Levels of the fair value hierarchy.

CREDIT RISK

Iren S.p.A. is not particularly exposed to credit risk as it mainly provides professional services to the First-
level companies and subsidiaries, according to their needs, based on service agreements signed by the
parties.

For details of the credit risk management policies, reference should be made to the Notes to the
Consolidated Financial Statements included in this report.

Capital management

The capital management policies of the Board of Directors involves maintaining a high level of capital to
uphold relations of trust with investors, creditors and the market, and also allowing future business
development.

The Board of Directors monitors the return on capital and the level of dividends for distribution to
ordinary shareholders, and aims to maintain a balance between achieving extra yield by recourse to
indebtedness and the benefits and security offered by a solid equity position.
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IV. INFORMATION ON TRANSACTIONS WITH RELATED PARTIES

Consequently, on 3 December 2013 Iren’s Board of Directors, with the opinion in favour of the Control

and Risk Committee, adopted a new version of the “Internal Regulation on transactions with related

parties” (hereinafter also the “TRP Regulation”), already approved on 30 November 2010 and amended

on 6 February 2013, in implementation:

e of the provisions relating to transactions with related parties pursuant to Article 2391-bis of the Italian
Civil Code;

e of the provisions pursuant to Art. 114 of Italian Legislative Decree 58 of 24 February 1998 (the
“Consolidated Law on Finance” or TUF);

¢ the regulation containing provisions on transactions with related parties, adopted by Consob with its
resolution 17221 of 12 March 2010 and subsequently amended with resolution 17389 of 23 June 2010
(the “Consob Regulation”).

Iren and its subsidiaries disclose related party transactions in accordance with transparency and fairness
principles. A good part of these relations concern services provided to the customers in general (gas,
water, electrical energy, heat, etc.) and are governed by contract rules normally applicable to these
situations.

Where the services provided are not current, the relations are governed by specific agreements whose
terms are established in accordance with normal market conditions. If these references are not available
or significant, the various profiles will be defined in consultation with independent experts or
professionals.

Transactions with related-party shareholders

Iren S.p.A. provides Finanziaria Sviluppo Utilities S.r.l., a special purpose company through which the
Municipalities of Genoa and Turin hold their equity investment in Iren S.p.A., with a series of services in
the legal, administrative, financial and tax areas, in accordance with specific agreements that provide for
fair compensation for the services.

Transactions with shareholders - related parties

According to the “Internal regulation on transactions with related parties”, Iren’s Directors defined the
Intesa Sanpaolo Group as a related party.

The Company has financial relations with the Intesa Sanpaolo Group and mainly relate to various loan
types such as mortgage loans, credit facilities and current accounts. Moreover, the task of financial
advisor for an extraordinary transaction was also assigned to Banca IMI S.p.A.

Transactions with subsidiaries

Intercompany Services - In order to take advantage from the organisational synergies arising from the
merger of IRIDE and Enia, the Iren structure was designed in accordance with a holding model, with
sufficient staff structures to support the coordination activity of the Group and to deal with the most
challenging matters of general interest. Therefore, Iren can provide professional services to the first-level
companies and subsidiaries, according to their needs, based on service agreements signed by the parties.
All these activities are governed by special supply contracts at arm’s length terms.

Financial management - Organisational solutions were adopted with the aim of centralising financial
management for the entire Group under the direct responsibility of Iren S.p.A., in order to optimise the
structure and conditions of access to third party financing.

To this end, loans are taken out by Iren with financial institutions, whereby the funds are subsequently
transferred to the Group’s companies to support the investments made by these companies based on
intercompany facility agreements.

The Board of Directors approved the regulation of financial transactions between the Parent and the First-
level Companies, regarding both the cash pooling of resources available within the Group for day to day
requirements (working capital), and the management of resources needed to support non-current
investments. The conditions of intercompany contracts, signed based on the above regulation, were
defined according to the conditions at which the Parent procures on the financial market.
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Tax consolidation scheme - Starting from 2010, Iren S.p.A. adopted the tax consolidation scheme pursuant
to Arts 117 et seq. of the new Consolidated Income Tax Act (TUIR). Under this approach, IRES is calculated
on the taxable income of the Group, calculated as the total taxable profits and losses recognised by the
individual consolidated companies, properly adjusted for the consolidation changes.

All financial and legal transactions between the parties are governed by the specific intra-group
agreement between the companies involved and the parent, Iren S.p.A.

The new tax consolidation scheme therefore includes, in addition to the consolidating company Iren
S.p.A., the following companies: AEM Torino Distribuzione, Iren Servizi e Innovazione, Iren Acqua Gas, Iren
Mercato, Iren Energia, Iren Gestioni Energetiche, AGA, Mediterranea delle Acque, Immobiliare delle
Fabbriche, Nichelino Energia, Eniatel, Tecnoborgo, Iren Ambiente, Iren Ambiente Holding, Iren Emilia,
Genova Reti Gas, Iren Rinnovabili, Green Source, Enia Solaris, Varsi Fotovoltaico, Millenaria Fotovoltaico,
Agriren and TLR V.

In particular, this contract covers the way in which the IRES taxable amounts are transferred and the
related remuneration, as well as the effects of any suspension of the above-mentioned regime or of its
non-application in future years.

Italian Law No. 244 of 24 December 2007 (2008 Budget Law), with effect starting from the 2008 tax
period, radically changed the group taxation rules. It abolished all consolidation adjustments provided for
by Art. 122 of the Consolidated Income Tax Act, abrogated the rules regarding intra-group transfers
pursuant to Art. 123 of the Consolidated Income Tax Act and introduced the possibility, under certain
conditions, to deduct from the consolidated income the surplus interest expense of the participating
companies that may have accrued due to the new interest expense deductibility provisions set forth in
Art. 96 of the said Act.

By reason of regulatory amendments, the Regulations in force were drawn up taking into account the
above-mentioned criteria, pursuant to provisions set out by Art. 22 of the same Regulations.

After the companies chose to adhere to the tax consolidation scheme, in return for the taxable income
earned and transferred to the parent, the consolidated company commits to pay to the parent “tax
settlements” equal to the amount of taxes owed on the income transferred, net of the transferred IRES
receivables.

The other obligations of the parties are also pointed out in the Regulation, including the consolidated
entities having to send information flows so that the parent is able to determine the total group Income
for IRES purposes.

The consequences regarding early interruption of the consolidation, failure to renew and the
responsibilities of the parties in the case of errors attributable to them, pursuant to art. 127, paragraph 2
of the Consolidated Income Tax Act, are indicated in specific paragraphs.

With reference to Group companies that operate in the production, trading, transportation or distribution
sectors of natural gas or electrical energy, also generated from renewable sources, these (still for 2014,
because from 2015 it has been considered unconstitutional by the judgement of 11 February 2015 of the
Constitutional Court) are subject to the IRES tax surcharge of 6.5%. This additional tax must be paid
autonomously by the above-mentioned companies, even if they are party to the tax consolidation.

Group VAT option - In terms of procedures, for 2014, the payment of Group VAT involved the transfer to
the parent Iren S.p.A. of all obligations regarding VAT settlements and periodic payments.

The companies that took part in the settlement procedure are the parent Iren S.p.A. and the following
companies: Iren Energia S.p.A., Iren Servizi e Innovazione S.p.A., Iren Acqua Gas S.p.A., Iren Mercato
S.p.A., AEM Torino Distribuzione S.p.A., Iren Gestioni Energetiche S.p.A. (formerly CAE AMGA Energia
S.p.A.), AES Torino S.p.A. (only for the first half of the year because from 1 July 2014, following the
demerger of the district heating unit in favour of Iren Energia, it is no longer part of the Iren group),
Genova Reti Gas S.r.l,, Iren Ambiente S.p.A., Iren Emilia S.p.A., ENA Solaris S.p.A., Idrotigullio S.p.A.,
Mediterranea delle Acque S.p.A. and Nichelino Energia S.r.l., Iren Rinnovabili S.p.A. and TLR Veicolo S.p.A.

Transactions with Directors

Lastly, with regard to directors, we can note that other than regarding their offices held within the Group
companies there have been no transactions with the directors. Information on remuneration can be
found in the Remuneration Report published under the terms of Art. 123-ter of the Consolidated Law on
Finance.
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V. SIGNIFICANT SUBSEQUENT EVENTS

Organisational Rationalisation Work
Starting from 1 January 2015 the Iren Group companies were involved in a number of reorganisation
projects that saw a strong commitment of the new Governance which considered a priority the objective
of strengthening the unitary nature of Group governance and identifying clearly the main activities and
responsibilities related to each structure ensuring a rapid and real integration process, indispensable for
tackling the challenges of the Market.

The Parent Company's organisation was involved in a first rationalisation project which, from 1 January

2015, entailed a simplification of the head office departments which were reorganised as follows:

e “Corporate Secretariat, Internal Audit and Compliance”, “Communication and External Relations”,
“Local Institutional Relations” and “Internationalisation and Innovation” reporting to the Chairperson;

e  “Procurement and Contracts”, “Administration, Finance and Control”, “Legal Affairs”, “Personnel,
Organisation and Information Systems” and “Strategy and Regulatory Affairs” reporting to the Chief
Executive Officer;

e “Corporate Social Responsibility and Territorial Committees”, “Risk Management” and “Corporate
Affairs” reporting to the Deputy Chairperson.

From the same date the hierarchical structure of all the Departments and staff organisational units of all
the first level companies and subsidiaries were defined by the corresponding head office departments.

Starting from 1 February 2015 the Organisational Units of the various Parent Company Departments were
created, the activities and responsibilities of all the structures were defined and the complete staff
structure of Iren S.p.A. was published. 422 new resources from the group's various first-level companies
and subsidiaries were absorbed into this by secondment, in keeping with the centralised activities. Iren
S.p.A.'s staff structure in force at 1 February thus consisted of 784 people.

Starting from March the organisation of the first-level companies was also redefined, although only
marginally, presenting the staff structures by Business Unit and defining the activities and responsibilities
of the said companies' structures.

It was also decided to begin a review of the processes, structures and systems at the single BU level to
revise the organisation of the said BUs, by the end of April 2015, assessing also the opportunity for further
combinations — mergers between companies and revision of the business model.

Bank Loans

In January 2015 the second tranche of 50 million of the Unicredit bank loan agreed at the end of 2014 was
used and a new medium-term loan from Cassa Depositi e Prestiti of 100 million was agreed and used.
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VI. OTHER INFORMATION

CONSOB COMMUNICATION NO. DEM/6064293 of 28 July 2006

Significant non-recurring events and transactions
No significant non-recurring events and transactions occurred in 2014.

Positions or transactions deriving from atypical and/or unusual operations

In 2014 the company was not involved in atypical and/or unusual transactions, as defined in the
Communication, i.e. transactions that may, due to their significance/relevance, nature of the
counterparties, subject of the transaction, methods for determining the transfer price and timing of the
event (near year end), give rise to concerns about the correctness/completeness of the financial
statements disclosures, conflict of interest, safeguard of the company’s assets or protection of minority
shareholders.

TREASURY SHARES
At 31 December 2014 the company did not hold treasury shares.

PUBLICATION OF THE FINANCIAL STATEMENTS

The Financial Statements were approved for publication by Iren’s Board of Directors at its meeting of 13
March 2015. The Board of Directors authorised the Chairman, the CEO and the Managing Director to
make such changes to the financial statements as necessary or adequate to improve them until the date
of approval by the Shareholders.

The shareholders’ meeting to be called to approve the separate financial statements of the Parent has the
right to request amendments to the aforementioned separate financial statements.

FEES OF DIRECTORS, STATUTORY AUDITORS AND SENIOR MANAGERS

For information on the remuneration of Directors, Auditors and Senior Managers with strategic
responsibilities, please see the special Remuneration Report issued pursuant to Art. 123-ter of the
Consolidated Finance Act.
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VII. NOTES TO THE STATEMENT OF FINANCIAL POSITION

Unless otherwise stated, the following tables are in thousands of Euro.

ASSETS

NON-CURRENT ASSETS

NOTE 1_PROPERTY, PLANT AND EQUIPMENT

The breakdown and change of property, plant and equipment may be analysed as follows:

thousands of euro

Disposals
31/12/2013 Increases Depreciation and other 31/12/2014
changes
Land 278 - - - 278
Buildings 1,327 - (85) - 1,242
Total 1,605 - - 1,520
Furthermore, there are no guarantees for significant amounts on the assets.
NOTE 2_ INTANGIBLE ASSETS WITH A FINITE USEFUL LIFE
The breakdown and change of intangible assets may be analysed as follows:
thousands of euro
Disposals
31/12/2013 Increases Depreciation and other 31/12/2014
changes
Industrial patents and similar rights 367 720 (247) - 840
Assets under development 902 4,049 - 4,951
Total 1,269 4,769 (247) - 5,791

Industrial patents and similar rights
This item primarily relates to costs incurred in the year for the purchase of management software. This
asset is amortised over a five-year period.

Assets under development
These are costs incurred over the year to implement new software.
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NOTE 3_INVESTMENTS IN SUBSIDIARIES, ASSOCIATED COMPANIES AND JOINT VENTURES

Investments in subsidiaries
The list of investments in subsidiaries at 31 December 2013 is annexed.

The total of this item is broken down as follows:

thousands of euro

31/12/2013 Increases Decreases 31/12/2014
Iren Acqua Gas S.p.A. 581,158 581,158
Iren Ambiente S.p.A. 88,044 147,209 235,253
Iren Ambiente Holding S.p.A. 9,145 9,145
Iren Emilia S.p.A. 341,512 -79,209 262,303
Iren Energia S.p.A. 1,314,398 1,314,398
Iren Mercato S.p.A. 142,065 142,065
Tecnoborgo S.p.A. 186 186
Total 2,476,508 147,209 -79,209 2,544,508

The increase in the value of the equity investment in Iren Ambiente S.p.A. is due to:

e the spin-off of the waste collection unit from the subsidiary Iren Emilia to Iren Ambiente which
entailed an increase in Equity for Iren Ambiente (Euro 79,209 thousand) and a reduction of the same
amount in equity for Iren Emilia;

e the contribution of the equity investment held by Iren S.p.A. in TRM V to Iren Ambiente S.p.A. (Euro
68,000 thousand).

The reduction in the value of the equity investment in Iren Emilia S.p.A. is due to the spin-off of the waste
collection unit from the subsidiary Iren Emilia to Iren Ambiente.

We can also note that the equity investments in Amiat V S.p.A. (0.001 %) and TLR V S.p.A. (0.001%), which
are not shown in the table due to the insignificance of the related amount, are indirectly controlled by

Iren S.p.A. through the first level companies Iren Emilia and Iren Energia.

The Tecnoborgo investment is controlled indirectly through shares held by Iren Ambiente.
Investments in associates
The list of investments in associates at 31 December 2014 is annexed.

Changes during the year are reported in the following table:

thousands of euro

31/12/2013 Increases Decreases Reclassifications  31/12/2014
Plurigas S.p.A. 240 - -240 0
TRM V. S.p.A. 31,214 35,665 -66,879
Total 31,454 35,665 -66,879 -240 0

As regards the equity investment in Plurigas, on 27 March 2013 the Shareholders’ Meeting resolved on
the liquidation of the company and from the fourth quarter of 2014 the company is no longer operating.
Therefore the equity investment was reclassified among assets to be discontinued. Iren’s Directors believe
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that at the end of the liquidation procedure, Iren will collect an amount which is substantially equal to the
interest in the company’s equity, which is significantly higher than the carrying amount at 31 December
2014.

The increase in the equity investment in TRM V S.p.A. refers to the exercise of the call option by F2i
Ambiente S.p.A. on a 24% interest in the company. In September 2014 the equity investment was
contributed to the subsidiary Iren Ambiente S.p.A. at a value of Euro 68,000 thousand making a capital
gain of Euro 1,121 thousand.

NOTE 4_OTHER INVESTMENTS

This item relates to investments in companies over which Iren S.p.A. has neither control nor significant
influence. Since their fair value could not be reliably determined, these investments were maintained at
cost, adjusted for any impairment losses.

At 31 December 2014 there were no investments in other companies.

NOTE 5_NON-CURRENT FINANCIAL ASSETS

Non-current financial receivables

The total for this item, unchanged since 31 December 2013 as a result of the new centralised treasury
management agreement, which envisages the recognition of cash-pooling receivables under “non-current

financial receivables”, amounts to Euro 1,728,477 thousand (Euro 1,484,945 thousand at 31 December
2013).

To summarise, the new contract envisages that the loan granted by Iren to subsidiaries covers overall
financial needs, deriving from current needs and future development, as established in the Budget and
the Business Plans.

thousands of euro

31/12/2014 31/12/2013

Receivables from subsidiaries and joint ventures 462,349 577,443
For centralised treasury management and cash pooling 1,265,158 906,532
Receivables from other Group companies 970 970
Total 1,728,477 1,484,945

Financial receivables from subsidiaries and joint ventures relate to amounts due from:

- Iren Mercato, for Euro 433,000 thousand (Euro 363,000 thousand at 31 December 2013),
- Enia Solaris, for Euro 18,000 thousand (Euro 20,000 thousand at 31 December 2013),

- Idrotigullio, for Euro 6,349 thousand (Euro 6,508 thousand at 31 December 2013),

- Iren Rinnovabili for Euro 5,000 thousand (unchanged with respect to 31 December 2013),

At 31 December 2013 there were also receivables from Iren Ambiente for Euro 178,435 thousand and
from Greensource for Euro 4,500 thousand.

Financial receivables from other Group companies refer to a non-interest bearing capital injection into
Nord Ovest Servizi.
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NOTE 6_OTHER NON-CURRENT ASSETS

These amount to Euro 10,690 thousand (Euro 10,563 thousand at 31 December 2013) and comprise tax
receivables for IRES rebate, following the IRAP deduction related to years 2007-2011 of Euro 10,475
thousand (Euro 10,321 thousand at 31 December 2013) and receivables from personnel as the non-
current portion of loans granted to employees of Euro 216 thousand (Euro 242 thousand at 31 December
2013).

NOTE 7_DEFERRED TAX ASSETS

This item amounts to Euro 21,630 thousand (31 December 2013: Euro 20,030 thousand) and refers to
deferred tax assets arising from income components deductible in future years.

Reference should be made to the income statement, Note 36 “Income tax expense”, for further details.

CURRENT ASSETS

NOTE 8_TRADE RECEIVABLES

These are detailed in the following table:

thousands of euro

31/12/2014 31/12/2013

Receivables from customers 209 35
Receivables from subsidiaries and joint ventures 27,701 13,595
Receivables from associates 238 271
Receivables from shareholders - related parties 62 31
Receivables from other Group companies 120 60
Total 28,330 13,992

Receivables from customers
These primarily relate to receivables for refunds of expenses. They amounted to Euro 209 thousand (Euro
35 thousand at 31 December 2013).

Receivables from subsidiaries and joint ventures

Receivables from subsidiaries and joint ventures refer to normal commercial transactions carried out at
arm’s length.

The total amount of trade receivables from subsidiaries and joint ventures is broken down under the
section on transactions with related parties.

Receivables from associates

This item primarily refers to fees that may be charged back for offices held by Iren’s employees in the
associated companies, as well as to the repaid amount of insurance costs borne by the Parent.

The total amount of receivables from associates is broken down under the section on transactions with
related parties.

Receivables from related-party shareholders

Receivables from related-party shareholders recorded a balance of Euro 62 thousand (Euro 31 thousand
at 31 December 2013) and refer to receivables for work performed for FSU.
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Receivables from other Group companies
These amount to Euro 120 thousand (Euro 60 thousand at 31 December 2013) and refer to receivables
from Tirreno Power for reversible fees for positions held by employees of Iren in this company

NOTE 9_CURRENT TAX ASSETS

The item amounted to Euro 5,032 thousand (zero at 31 December 2013) and refers to IRES tax assets.

NOTE 10_OTHER RECEIVABLES AND OTHER CURRENT ASSETS
These are detailed in the following table:

thousands of euro

31/12/2014 31/12/2013

Receivables from personnel 36 134
Receivables from subsidiaries for Group VAT 12,742 10,749
Receivables from subsidiaries for tax consolidation scheme 23,107 18,698
VAT credit 0 5,223
Other receivables 1,259 758
Tax assets 112 1,473
Prepaid expenses 4,353 2,503
Total 41,609 39,538

Receivables from personnel include receivables for loans granted to employees, advances on pensions,
wages and salaries and travel expenses.

The option for the Group tax consolidation scheme was exercised pursuant to Art. 118 of the new

Consolidated Income Tax Act. It requires that the consolidated companies transfer their IRES
receivables/payables to the parent Iren S.p.A.
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NOTE 11_CURRENT FINANCIAL ASSETS

All financial receivables recognised in this item are due within 12 months. The carrying amount of these
receivables approximates their fair value as the impact of discounting is negligible.
Current financial receivables relate to:

Financial receivables from subsidiaries, associated companies and joint ventures
The total of the item, which from 31 December 2012 no longer includes receivables for cash-pooling
reclassified under the item “non-current financial receivables”, is divided as shown in the table below:

thousands of euro

31/12/2014 31/12/2013

For invoices issued 0 195
For invoices to be issued 23,642 21,574
For loans granted 409 236
For centralised treasury management and cash pooling 0 13,502
For dividends to be received 0 70,000
Total 24,051 105,507

The item related to loans granted amounted to Euro 409 thousand and refers for Euro 238 thousand (Euro
236 thousand at 31 December 2013) to the short-term portion of the loan disbursed to the subsidiary
Idrotigullio and for Euro 171 thousand to a receivable from the BRE bank related to a refund of interest on
a loan.

Other financial receivables
These amount to Euro 10 thousand (Euro 109 thousand at 31 December 2013) and primarily relate to
financial prepayments.

NOTE 12_CASH AND CASH EQUIVALENTS

Cash and cash equivalents may be analysed as follows:
thousands of euro

31/12/2014 31/12/2013

Bank and postal accounts 18,965 30,794
Cash in hand and cash equivalents 232 264
Total 19,197 31,058

Cash equivalents represent short-term and highly liquid investments that are readily convertible into
known amounts of cash and subject to an insignificant risk of changes in value.

NOTE 13_ASSETS HELD FOR SALE

These were Euro 240 thousand and refer to the equity investment in Plurigas in liquidation. The
investment was classified among assets held for sale since during 2014 the company ceased to do
business. At 31 December 2013 the investment was classified among equity investments in associates.
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LIABILITIES

NOTE 14_EQUITY

Equity may be analysed as follows:

thousands of euro

31/12/2014 31/12/2013

Share capital 1,276,226 1,276,226
Reserves and retained earnings 190,584 173,692
Net profit (loss) for the year 50,096 86,859
Total 1,516,906 1,536,777

Share capital

The share capital amounts to Euro 1,276,225,677 (unchanged compared to 31 December 2013), fully paid
up, and consists of 1,181,725,677 ordinary shares with a nominal value of Euro 1 each and 94,500,000
savings shares without voting rights with a nominal value of Euro 1 each.

Savings shares
The 94,500,000 savings shares of Iren, held by Finanziaria Citta di Torino, are not listed, have no voting

rights and, except for a different priority order in the allocation of net residual assets in the event of
winding-up of the company, they are subject to the same regulation as ordinary shares.
Lastly, in the case of sale, the savings shares will be automatically converted, at par, into ordinary shares.

Reserves
The breakdown of this item is provided in the following table:
thousands of euro

31/12/2014 31/12/2013

Share premium reserve 105,102 105,102
Legal reserve 36,855 32,512
Hedging reserve (27,272) (24,584)
Other reserves and retained earnings (losses) 75,899 60,662
Total 190,584 173,692

Hedging reserve

With the adoption of IAS 39, changes in the fair value of effective hedging derivatives are recognised with
a contra-entry directly in equity under the hedging reserve. These contracts were entered in to hedge
exposure to the risk of interest rate fluctuations on floating rate loans.

Other reserves and retained earnings (losses)

These mainly comprise the surplus generated by the merger of AMGA into AEM Torino and the later
merger of Enia into Iride, and retained earnings and losses. During 2012, they fell due to the retained loss
of 2011. There were no significant changes in 2014. For further details, reference should be made to the
statement of changes in equity.
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Dividends

At the ordinary shareholders’ meeting of Iren S.p.A. held on 18 June 2014, the distribution of a Euro
0.0523 per share dividend was approved. The dividend amounting to Euro 66,747 thousand was paid from
26 June 2014.

NON-CURRENT LIABILITIES

NOTE 15_NON-CURRENT FINANCIAL LIABILITIES

These amount to Euro 2,161,595 thousand (Euro 1,791,845 thousand at 31 December 2013) and consist
of:

Bonds

These amount to Euro 815,095 thousand (31 December 2013: Euro 367,640 thousand) and are positions

related:

e For Euro 156,621 thousand (Euro 157,354 thousand at 31 December 2013) to two puttable non-
convertible bonds, issued in 2008 with maturity in 2021. The bond, with a total term of 13 years,
requires that after the third year and subsequently every two years, if the banks fail to exercise the
option for redemption at par value, a competitive auction mechanism is activated to determine the
credit spread for the following 2 years, to be applied at a pre-set fixed rate. The second auction was
conducted in September 2013 with definition of the credit spread for the 2 years thereafter. On the
basis of the trend in interest rates, the probability of exercising the option of redemption at par at the
theoretical maturity of September 2015 is considered zero. The amount refers to the amortised cost,
in accordance with the IASs;

e For Euro 658,474 thousand (Euro 210,286 thousand at 31 December 2013) to Private Placement and
Public Bond issues. Private Placements: a) for a total of Euro 260 million, duration 7 years, with main
issue in October 2013 (intermediated by Mediobanca for Euro 125 million) and two subsequent re-
openings in November 2013 (intermediated by BNP for Euro 85 million) and March 2014
(intermediated by BNP for Euro 50 million); b) for Euro 100 million, duration 5 years, with issue in
February 2014 (intermediated by Morgan Stanley). Public Bonds: in July 2014 the placing of an
inaugural bond issue in Public Placement format for Euro 300 million and duration 7 years was
completed on the Eurobond market (Joint Bookrunners Banca IMI, BNP Paribas, Mediobanca, Morgan
Stanley, Unicredit). The bond loans were subscribed by Italian and foreign institutional investors and
are listed on the Irish Stock Exchange. The carrying amount refers to the amortised cost, pursuant to
IAS.

Non-current bank loans

These exclusively relate to the non-current portion of bank loans and amount to Euro 1,307,781 thousand
(Euro 1,388,946 thousand at 31 December 2013).

Non-current loans can be analysed by interest rate type (with respective indications of minimum and
maximum rates applied) and expiry date, as shown in the following table:
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thousands of euro

fixed rate floating rate TOTAL

min/max interest rate 3.997% - 5.449% 0.262% - 2.972%

maturity 2016-2027 2016-2028

2016 88,556 60,574 149,130
2017 109,869 44,679 154,548
2018 62,129 281,085 343,214
2019 58,845 81,085 139,930
subsequent 429,678 91,281 520,959
Total payables at 31/12/2014 749,077 558,704 1,307,781
Total payables at 31/12/2013 824,332 564,614 1,388,946

All loans are denominated in Euro.

The changes in non-current loans during the year are summarised below:

31/12/2013

thousands of euro

Amortised cost

31/12/2014

Total payables Increases Repayments adjustments Total payables
- at fixed rate 824,332 - (75,427) 172 749,077
- at floating-rate 564,614 300,000 (306,439) 529 558,704
TOTAL 1,388,946 300,000 (381,866) 701 1,307,781

Total non-current loans at 31 December 2014 decreased compared to 31 December 2013 due to the

following variations:

* increases for a total of Euro 300 million, owing to disbursement of new medium/long-term loans:
Unicredit Euro 75 million in July and Euro 50 million in December, Mediobanca Euro 75 million in
November, following the renegotiation of a line repaid in advance, as also with Banca Regionale

Europea Euro 100 million in December;

¢ reduction of a total of Euro 381,866 thousand, owing both to early repayments on loans renegotiated
with alignment of new disbursements on market terms (Mediobanca Euro 40 million, BRE 100 million,
Cassa depositi e Prestiti 50 million), and to the reclassification to short term of the portions of loans

maturing within the next 12 months;

¢ changes in amortised cost for the purpose of IAS accounting of loans.

Other financial liabilities

These amount to Euro 38,719 thousand (Euro 35,259 thousand at 31 December 2013) and refer to the fair
value of derivative contracts entered into by Iren as hedges against the interest rate risk on floating rate
mortgages (reference should be made to the paragraph “lIren S.p.A. financial risk management” for

comments).
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NOTE 16_EMPLOYEE BENEFITS

Changes in this item in 2014 were as follows:

thousands of euro

At 31/12/2013 11,475
Current service costs 41
Financial expense 314
Disbursements for the year of releases and withdrawals (591)
Actuarial (gains)/losses 755
Other changes (38)
At 31/12/2014 11,956

Liabilities for employee benefits consist of:

Post-employment benefits
Changes in this item in 2014 were as follows:

thousands of euro

At 31/12/2013 4,843
Current service costs =
Financial expense 118
Disbursements for the year of releases and withdrawals (249)
Actuarial (gains)/losses 501
Other changes (5)
At 31/12/2014 5,208

Other benefits

The composition and changes over the year of defined benefit plans, other than the post-employment

benefits described above, are shown hereunder.

Additional months’ salaries (long-service bonus)

The long-service bonus has been provided for to cover the additional amount due to employees in force
at the end of the year in respect of the amount accrued at that date for those reaching the minimum
pensionable service.

Movements of the year are shown in the following table:

thousands of euro

At 31/12/2013 371
Current service costs 15
Financial expense 9
Disbursements for the year of releases and withdrawals (25)
Actuarial (gains)/losses 70
Other changes (33)
At 31/12/2014 407

Loyalty bonus
Employees reaching 25, 30 or 35 years of service are entitled to a loyalty bonus equal to one monthly

salary amount as established by the national sector labour contract in force on reaching the required
years of services. Movements of the year are shown in the following table:
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thousands of euro

At 31/12/2013 240
Current service costs 10
Financial expense 6
Disbursements for the year of releases and withdrawals (30)
Actuarial (gains)/losses 19
Other changes -
At 31/12/2014 245

Provisions for tariff discounts

The Company guarantees to its employees, hired before July 1996 with an electrical contract, an electrical
energy discount, while to employees hired with an environment contract it guarantees a carbon or
heating indemnity. These benefits are provided to everyone eligible, including not only employees in
service but also retired employees, and the benefit of the energy discount is transferable to spouses.
Movements of the year are shown in the following table:

thousands of euro

At 31/12/2013 5,150
Current service costs 16
Financial expense 160
Disbursements for the year of releases and withdrawals (210)
Actuarial (gains)/losses 102
Other changes -
At 31/12/2014 5,218

Premungas fund
The Premungas fund is a supplementary pension plan which allows the employee to obtain the same

amount of remuneration received upon retirement. The benefit is paid to employees hired with a
Federgasacqua contract up to 28 February 1978.
Movements of the year are shown in the following table:

thousands of euro

At 31/12/2013 871
Current service costs =
Financial expense 21
Disbursements for the year of releases and withdrawals (77)
Actuarial (gains)/losses 63
Other changes -
At 31/12/2014 878
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Actuarial assumptions
The above-mentioned liabilities are measured by independent actuaries.
The liability relating to the defined benefit plans is calculated in accordance with actuarial assumptions
and is recognised on an accrual basis in line with the service necessary to obtain benefits.
For the purpose of defining the present value of the obligations, the future service is estimated based on
assumptions related to changes in both the total number of employees and employee remuneration.
Future service represents the amount that would be liquidated to each employee in the event of
continuing working activity with another company, retirement, death, resignation or a request for an
advance.
Actuarial projections of the probable discounts on electrical energy consumption due to current retirees
or surviving spouses, as well as to current employees (and surviving spouses, if any) once terminated the
working relationship, were taken into account in determining the amount of the electrical energy
discount.
The following factors were considered in deciding which discount rate to adopt in the measurements
provided for in IAS 19:

- stock market of reference;

- the date the measurement is made;

- expected average term of the liabilities.

The average residual term of liabilities was obtained as the weighted average residual term of liabilities
related to all benefits and all Group companies.
The other financial assumptions adopted in the calculations are the following:

Annual discount rate 0.72% - 1.49%
Annual inflation rate 0.60% - 2.00%
Annual rate of electrical energy price increase 0.60% - 2.00%
Annual increase rate of post-employment benefits 2.40% - 3.00%

Pursuant to IAS 19, the following additional information is supplied:

e sensitivity analysis for each material actuarial assumption at year end, showing the effects that would
have resulted from changes in the actuarial assumptions reasonably possible at that date, in absolute
terms;

e contributions for the following year;

¢ indication of the average maturity of the obligation for defined benefit plans.

This information is shown in the following table.

Change in liabilities according to changes

in discount rate Service cost 2014 L G 2

plan
+0.25% -0.25%
Post-employment benefits (116) 121 - 9.8
Additional monthly salaries (10) 10 15 11.2
Loyalty bonus - - 10 7
Tariff discounts (34) 172 16 13.2
Premungas (18) 19 - 9
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NOTE 17_PROVISIONS FOR RISKS AND CHARGES

Details and variations are shown in the table below:

thousands of euro

31/12/2013  Increases  Decreases  31/12/2014 iz::?::
Provisions for CIG/CIGS 6,709 - (2,953) 3,756 -
Provisions for Early Retirement Expenses - 1,759 1,759 385
Other provisions 3,782 2,720 (358) 6,144 1,181
Total 10,491 4,479 (3,311) 11,659 1,566

The increase in provisions for risks and charges refers to expenses associated with early retirement of
some employees and arises from the results of an agreement between the Iren Group and the Trade
Unions that provides for incentives for accompaniment to early retirement of some employees, being
implemented through acceptances on a voluntary basis among the Group's workers potentially
interested. The operation must be seen in the wider context of professional and demographic rebalancing
of the Iren Group's personnel, in view of a plan to recruit young people.

The incentive, completely chargeable to the Iren Group (in application of Art. 4 of Italian Law 92/2012),
will enable the oldest personnel to retire up to 24 months before the date of eligibility, making up in part
for the delay in terminating the employment determined after the reform of the pensions system.

The amount set aside in the present financial statements is recognised in the income statement under
personnel expense (in the item “Other personnel expense”). It represents the payment to the employees
involved in the Plan, through the INPS, of a benefit of an amount equal to the pension that would be
payable on the basis of the current rules (isopension) with payment to the INPS of the contribution until
the minimum requirements for retirement are reached (in accordance with the aforementioned Law
92/2012), and a sum, for each of the employees involved, as a one-off payment as an incentive.

The decreases are due mainly to tax demands for contributions for C.I.G.-C.I.G.S. redundancy benefits
paid during 2014.

NOTE 18_DEFERRED TAX LIABILITIES

Deferred tax liabilities of Euro 2,477 thousand (Euro 4,376 thousand at 31 December 2013) are due to the
temporary difference between the carrying amount and tax value of assets and liabilities recognised in
the financial statements.

Deferred taxation is calculated with reference to the expected tax rates applicable at the time the
differences will reverse.

Reference should be made to the income statement, note 36 “Income tax expense”, for further details.

NOTE 19_OTHER PAYABLES AND OTHER NON-CURRENT LIABILITIES

This item amounted to Euro 13,554 thousand (Euro 16,738 thousand at 31 December 2013) and refers to
payables to companies adopting the tax consolidation regime for reimbursements of IRES and the IRAP
claim for 2007-2011 for Euro 8,499 thousand (Euro 8,862 thousand at 31 December 2013) and payables to
Equitalia and to INPS for CIG, CIGS and mobility contributions for Euro 5,055 thousand (Euro 7,876
thousand at 31 December 2013).
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CURRENT LIABILITIES

NOTE 20_CURRENT FINANCIAL LIABILITIES

All financial liabilities recognised in this item are due within 12 months. The carrying amount of these
payables approximates their fair value as the impact of discounting is negligible.

Current financial liabilities can be analysed as follows:

thousands of euro

31/12/2014 31/12/2013
Bank loans 592,473 680,988
Financial payables to subsidiaries 56,464 119,227
Financial payables to joint ventures - -
Financial payables to related-party shareholders - -
Financial payables to associates 87 3
Other financial liabilities 10 10
Total 649,034 800,228
Bank loans
Current bank loans may be broken down as follows:

thousands of euro

31/12/2014 31/12/2013
Loans - current portion 201,866 655,331
Other current payables to banks 378,858 21,344
Accrued financial expenses and deferred financial income 11,749 4,313
Total 592,473 680,988
Financial payables to subsidiaries
Payables to subsidiaries can be broken down as follows:

thousands of euro

31/12/2014 31/12/2013
For invoices to be received 2 35
For cash-pooling 56,462 119,192
Total 56,464 119,227

Financial payables to associates

These amount to Euro 87 thousand (31 December 2013: Euro 3 thousand) and refer to payables due to

Valle Dora Energia.

Financial payables to others

These amount to Euro 10 thousand (31 December 2013: Euro 10 thousand) and refer to payables due to

Monte Titoli.
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NOTE 21_TRADE PAYABLES

All trade payables are due within 12 months. The carrying amount of these payables approximates their
fair value as the impact of discounting is negligible.

thousands of euro

31/12/2014 31/12/2013

Trade payables to suppliers 13,429 10,511
Trade payables to subsidiaries 6,262 2,190
Trade payables to associates 1 1
Payables to related-party shareholders 0 -
Trade payables to other Group companies 333 114
Total 20,025 12,816

NOTE 22_OTHER PAYABLES AND OTHER CURRENT LIABILITIES

All payables recognised in this item are due within twelve months. The carrying amount of these payables
approximates their fair value as the impact of discounting is negligible.

thousands of euro

31/12/2014 31/12/2013

Social security charges payable 6,411 2,037
Amounts payable to subsidiaries for tax consolidation scheme 14,144 875
Payables to subsidiaries for group VAT 5,781 15,565
VAT payables 6,841 -
IRPEF payables 984 976
Payables to employees 4,108 3,549
Other payables 5,611 1,562
Total 43,880 24,564

Payables to social security agencies consist mainly of payment in instalments of CIG and CIGS redundancy
payables.

The option for the Group tax consolidation scheme was exercised pursuant to Art. 118 of the new
Consolidated Income Tax Act. It requires that the consolidated companies transfer their IRES
receivables/payables to the parent Iren S.p.A.

NOTE 23_CURRENT TAX LIABILITIES

Zero at 31 December 2014. At 31 December 2013 they were Euro 7,267 thousand and referred to tax
liabilities for IRES.

NOTE 24_PROVISIONS FOR RISKS — CURRENT PORTION

The item amounted to Euro 1,566 thousand (zero at 31 December 2013). For more details see Note 17
Provisions for risks and charges.
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FINANCIAL POSITION

The net financial indebtedness, calculated as the difference between short/medium/long-term financial
liabilities and short/medium/long-term financial assets, can be broken down as indicated in the following
table:

thousands of euro

31/12/2014 31/12/2013

Non-current financial assets (1,728,477) (1,484,945)
Non-current financial indebtedness 2,161,595 1,791,845
Non-current financial indebtedness 433,118 306,900
Current financial assets (43,257) (136,674)
Current financial indebtedness 649,034 800,228
Current net financial indebtedness 605,777 663,554
Net financial indebtedness 1,038,895 970,454

Net Financial Position regarding related parties

Non-current financial assets were Euro 1,728,477 thousand and concern loans and centralised treasury
and cash-pooling transactions with subsidiaries for Euro 1,704,507 thousand and loans to joint ventures
for Euro 23,970 thousand.

Non-current financial indebtedness for Euro 100,092 thousand refer to relations with the Intesa Sanpaolo
Group regarding loans granted.

Current financial assets relate for Euro 23,075 thousand to invoices to be issued to subsidiaries and for
Euro 534 thousand to receivables from joint ventures for invoices to be issued.

Current financial liabilities for Euro 200,198 thousand refer to financial payables to subsidiaries for
interest expense on financial movements and for centralised treasury and cash-pooling transactions and
to payables to the Intesa Sanpaolo Group for loans.

For additional information, see the annexed tables on transactions with related parties.

Below is the net financial position in the format proposed by the CESR recommendation of 10 July 2005,
which does not include non-current financial assets.

thousands of euro
31/12/2014 31/12/2013

A. Cash in hand (19,197) (31,058)
B. Other cash and cash equivalents (details) -

C. Securities held for trading -

D. Cash and cash equivalents (A) + (B) + (C) (19,197) (31,058)
E. Current financial receivables (24,060) (105,616)
F. Current bank debt 390,608 25,657
G. Current portion of non-current debt 201,866 655,331
H. Other current financial debt 56,560 119,240
I. Current financial indebtedness (F) + (G) + (H) 649,034 800,228
J. Current net financial indebtedness (1) + (E) + (D) 605,777 663,554
K. Non-current bank debt 1,307,781 1,388,946
L. Bonds issued 815,095 367,640
M. Other non-current debt 38,719 35,259
N. Non-current financial indebtedness (K) + (L) + (M) 2,161,595 1,791,845
0. Net financial indebtedness (J) + (N) 2,767,372 2,455,399
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VIIl. NOTES TO THE INCOME STATEMENT

Unless otherwise stated, the following tables are in thousands of Euro.

REVENUE

NOTE 25_REVENUE FROM GOODS AND SERVICES

Revenue from services provided can be broken down as in the table below:

thousands of euro

Financial year Financial year

2014 2013
Services provided to subsidiaries and associates 13,926 10,418
Services to related-party shareholders and other companies 219 28
Total 14,145 10,446

The revenues for services provided to related-party shareholders regards services in favour of FSU for
Euro 28 thousand (unchanged with respect to 31 December 2014) and revenues from third companies for
Euro 191 thousand.

Revenue from services to subsidiaries and associates relate to administrative and technical services
provided in accordance with a specific contract. For additional information, see the annexed tables on
transactions with related parties.

NOTE 26_OTHER REVENUE AND INCOME
Other revenue includes:
thousands of euro

Financial Financial
year 2014 year 2013

Revenue from previous years 587 943
Capital gains on disposals of assets 0 -
Sundry repayments 4,373 3,038
Total 4,960 3,981

Prior year revenue mainly derives from the settlement of prior items with reference to estimates made in
previous years and adjustments to prior years’ invoices.

Sundry repayments include fees which were paid to Iren Directors and employees reversible by group
companies and the chargeback of costs for personnel seconded to subsidiaries.
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EXPENSE

NOTE 27_RAW MATERIALS, CONSUMABLES, SUPPLIES AND GOODS

This amounts to Euro 11 thousand (Euro 10 thousand in 2013) and mainly refers to purchases of
stationery material.

NOTE 28_SERVICES AND USE OF THIRD-PARTY ASSETS

Costs for services are broken down in the following table:

thousands of euro

Financial year Financial year

2014 2013
Professional services 4,105 2,611
Fees and refunds of expenses to statutory auditors 128 135
Services from subsidiaries and Group companies 6,316 3,483
Insurance 419 300
Travel by personnel, training, canteen 639 717
Bank and postal expenses 1,723 1,865
Advertising and public relations 200 248
Supplies of electrical energy by Iren Mercato 49 12
Other costs for services 4,181 1,013
Total 17,760 10,384

Costs for the use of third-party assets amount to Euro 738 thousand (Euro 692 thousand in 2013) and
include vehicle hire and sundry rents.

NOTE 29_OTHER OPERATING EXPENSE

Other operating expense is broken down in the following table:

thousands of euro

Financial year Financial year

2014 2013
Membership fees 1,015 938
Taxes and duties 631 626
Donations 1,550 1,510
Prior year expense 2,954 558
Prior year taxes and duties 0 5
Other sundry operating expense 547 148
Total 6,697 3,785

Donations primarily relate to contributions paid to the Teatro Regio of Turin and the Teatro Carlo Felice of
Genoa.
Prior year expense mainly refers to differences on estimates.
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NOTE 30_CAPITALISED EXPENSES FOR INTERNAL WORK

The costs for capitalised internal work amounted to Euro 585 thousand (Euro 370 thousand in 2013).

NOTA 31_PERSONNEL EXPENSE

Personnel expense is broken down as follows:
thousands of euro

Financial year Financial year

2014 2013
Wages and salaries 14,307 14,466
Social security charges payable 4,544 4,257
Defined benefit plans - Other defined benefit plans 42 40
Other personnel expense 4,566 1,766
Directors’ fees 660 704
Total 24,119 21,233

Other personnel expense includes the amount related to provisions set aside for expenses associated with
early retirement incentives. Other personnel expense also includes the social security and recreational
contribution, the contribution paid to the supplementary health care fund, insurance for accidents
occurring outside working hours, the portion of post-employment benefits and contributions to be paid
by the employer to supplementary pension funds.

The following table shows the average number of employees and their number at the beginning and end
of the year:

Average of the

31/12/2014 31/12/2013 R
Senior managers 20 20 20
Junior managers 54 53 53
White collars 180 188 183
Total 254 261 256

NOTE 32_DEPRECIATION/AMORTISATION

Depreciation of property, plant and equipment and investment property amounted to Euro 85 thousand
(unchanged compared to 2013) and refer to the depreciation of properties owned by the company.
Amortisation of intangible assets amounted to Euro 247 thousand (Euro 102 thousand in 2013).

NOTE 33 _ PROVISIONS AND IMPAIRMENT LOSSES

The provisions amount to Euro 2,582 thousand (Euro 794 thousand in 2013), and refer to provisions for
risk (Euro 732 thousand in 2013). The analysis of the provisions and changes therein are given in the
comment to the Statement of Financial Position item “Provisions for risks and charges”.
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NOTE 34_FINANCIAL INCOME AND EXPENSE

Financial income
The breakdown of financial income is provided in the following table:
thousands of euro

Financial year Financial year

2014 2013
Income from investments 102,566 131,562
Bank interest income 106 49
Interest income from Group companies 72,583 65,541
Interest income on interest rate hedges 13 35
Actuarial gains on measuring employee benefits 0 -
Fair value gains on derivatives 0 15
Changes in fair value of equity investments - -
Other financial income 149 187
Total 175,417 197,389

For further information, reference is made to Note 3 — Investments in subsidiaries, associated companies
and joint ventures.

Financial expense
The breakdown of financial expense is provided in the following table:
thousands of euro

Financial year Financial year

2014 2013
Bank interest expense on loans 92,186 76,656
Bank interest expense on credit facilities 2,162 4,431
Interest expense on interest rate hedging derivatives 13,806 17,615
Interest expense to subsidiaries 97 156
Financial expense to related-party shareholders - -
Employee benefits 313 331
Financial expense related to discounting of provisions for risks - -
Financial expense on derivatives 28 -
Actuarial loss on measuring employee benefits 19 17
Other financial expense 789 89
Total 109,400 99,295

Reference should be made to the note on “Employee benefits” in the Statement of financial position for
details of financial expense on employee benefits.

NOTE 36_INCOME TAX EXPENSE

Income taxes amount to Euro 16,628 thousand (Euro 11,054 thousand in 2013) and may be analysed as

follows:

e current taxes of Euro 14,159 thousand (2013: Euro 15,016 thousand);

e positive net deferred tax assets and liabilities amounting to Euro 2,148 thousand (a negative Euro
1,796 thousand in 2013);

e positive prior year taxes of Euro 321 thousand (2013: a negative Euro 2,166 thousand), related to
current taxes.
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The 2008 Budget Law modified the interest expense regulations under Art. 96 of the Consolidated Income
Tax Act, providing for their deductibility up to a maximum of 30% of the Gross Operating Profit (GOP) with
the possibility of carrying forward any surpluses of non-deductible interest expense to the following years
and, if group taxation is adopted, with the right to offset said surpluses with any GOP surpluses accrued
from other group companies.

With reference to Iren S.p.A., the new regulations set forth under Art. 96 of the Consolidated Income Tax
Act involved, for 2014, forming surpluses of non-deductible interest expense totalling Euro 36,549
thousand which, however, the company was able to fully offset with the GOP surpluses accrued within
the Group thanks to Iren’s decision to use group taxation and pursuant to existing consolidated taxation
agreements. The ensuing benefit in terms of lower IRES tax was Euro 10,051 thousand.

Pursuant to the consolidated taxation agreements, no remuneration is owed by the companies with
surpluses of non-deductible interest expense to the group companies that transferred their GOP
surpluses.

The following table shows the reconciliation between theoretical and effective IRES tax rates. The
reconciliation between ordinary and effective IRAP rate was not significant.

The table shows current taxes only, thus excluding deferred taxes. Therefore, changes to the theoretical
tax refer to both temporary and final changes.

IRES
Financial year 2014  Financial year 2013
A Profit before tax 33,469 75,806
B Theoretical tax charge (27.5% rate) 9,204 20,847
C Temporary differences taxable in future years - -
D Temporary differences deductible in future years 5,909 2,394
Fees to independent auditors and directors 137 164
Depreciation/amortisation, capital losses and gains 85 23
Provisions set aside and interest expense 5,687 2,208
Other
E  Transfer of prior year temporary differences 4,482 (74,238)
Dividends not received over the year (66,549)
Use of provisions (3,500) (10,090)
Fees to independent auditors and directors (154) (586)
Other 8,136 2,987
F  Differences not recoverable in future years (95,347) (58,567)
Non-taxable share of dividends (95%) received at 31/12 (97,438) (58,567)
Contingent assets and liabilities - -
Other 2,090
G Taxable income (A+C+D+E+F) (51,488) (54,605)
H Current taxes for the year (14,159) (15,016)
| Rate -42% -20%

During the year just ended, Iren SpA settled through the method of assessment with acceptance, in

discussion with the Reggio Emilia Provincial Department of the Tax Authority, in relation to the 2009-2011

tax years the objections on the subject of IRES and VAT deriving from the Inspection Report notified to the

Company on 24 July 2014. In particular, the main objections that emerged in the Inspection Report

regard:

- in relation to IRES, undue deduction in a single sum of consultancy costs for training, for corporate
reorganisation operations, for the information system recognised in the Income Statement,
considered, instead, by the assessing Office multi-annual expenses. In this regard, for completeness
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we must specify that the objection does not dispute the deduction of consultancy costs recognised in
the income statement, but only the method of fiscal distribution of these expenses over several years.

- in relation to VAT, undue deduction of VAT owing to pro-rata redetermination of VAT deductibility
deriving from the procedure of distributing miscellaneous costs pursuant to Art. 36 of Italian
Presidential Decree 63/72. On this point, we must specify that the assessing office's objection derives
from a different interpretation of the legislative provision and not from errors or omissions of the
company.

Recovery of State Aid
With reference to the question of recovery of state aid, discussed in detail in the notes to the financial
statements at 31 December 2013 and previous years, there were no updates in financial year 2014.

NOTE 37_OTHER COMPREHENSIVE INCOME

This item relates to:

* negative change in interest rate hedges for Euro 3,707 thousand (a positive Euro 20,727 thousand at
31 December 2013);

e actuarial losses related to post-employment benefit plans for employees, in the amount of Euro 737
thousand (Euro 984 thousand at 31 December 2013);

e the aggregate tax effect is a positive Euro 1,222 thousand (31 December 2013: a negative Euro 7,950
thousand).
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IX. GUARANTEES AND CONTINGENT LIABILITIES

Personal guarantees given amount to Euro 440,653 thousand (31 December 2013: Euro 514,660
thousand) to be divided as follows:

- Euro 36,376 thousand of bank and insurance guarantees given to various Banks. Among the above, it is
worth noting guarantees given in favour of:
¢ Municipality of Turin, for Euro 27,476 thousand, as definitive guarantee in the
¢ Amiat/TRM tender procedure;
e REAM Sgr S.p.A., for Euro 2,318 thousand, to guarantee future lease payments of properties
transferred to the fund named Fondo Core MultiUtilities;
¢ FCT Holding, for Euro 2,000 thousand, as definitive guarantee in the Amiat/TRM tender
procedure;
¢ the Tax Authority for Euro 1,390 thousand guaranteeing annual VAT rebates

- Euro 349,106 thousand in guarantees given on behalf of subsidiaries, primarily to guarantee credit
facilities and their transactions (mainly commercial contracts/Parent Company Guarantees on behalf of
Iren Mercato S.p.A.).

- Euro 55,171 thousand of guarantees given on behalf of associated companies, primarily related to the
associate Sinergie Italiane.

The most significant amounts, regarding the guarantees given on behalf of associates, refer to the
associate Sinergie Italiane (namely guarantees for credit facilities and letters of patronage totalling Euro
34,333 thousand at 31.12.2014 compared to Euro 57,167 thousand at 31.12.2013). The liquidators
concluded the main procurement contracts and since 1 October 2012 the Company’s operating activity
therefore includes only the long-term purchase of gas from the Russian Gazprom supplier and the sale of
gas to their shareholders or subsidiaries, included Iren Mercato. Therefore the company’s financial
exposure is gradually falling with the consequent decrease in shareholders’ guarantee obligations.

Also of note is the Euro 3,834 thousand in guarantees given on the Mestni loan.

Lastly, it is worth noting that Iren S.p.A., as partner of AES S.p.A., signed a put option contract to support a
bank loan entered by AES S.p.A.

The fair value of this instrument is equal to zero as the events that regulate the exercise are highly
improbable.
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X. ANNEXES TO THE SEPARATE FINANCIAL STATEMENTS
LIST OF INVESTMENTS
STATEMENT OF CHANGES IN EQUITY, WITH ADDITIONAL INFORMATION
DEFERRED TAX ASSETS AND LIABILITIES
TRANSACTIONS WITH RELATED PARTIES FOR 2014

RECONCILIATION OF IFRS FINANCIAL STATEMENTS WITH RECLASSIFIED FINANCIAL
STATEMENTS

INDEPENDENT AUDITORS’ FEES
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LIST OF INVESTMENTS

Company

SUBSIDIARIES
Iren Acqua Gas S.p.A.

Iren Ambiente Holding S.p.A.

Iren Ambiente S.p.A.
Iren Emilia S.p.A.
Iren Energia S.p.A.
Iren Mercato S.p.A.
Tecnoborgo S.p.A.
TLR V. S.p.A.

Amiat V. S.p.A.
ASSOCIATES

Plurigas (**)

Registered office

Genoa
Piacenza
Piacenza

Reggio Emilia
Turin

Genoa

Piacenza
Turin

Turin

Milan

(**) company in liquidation classified among assets held for sale

Currency

Euro
Euro
Euro
Euro
Euro
Euro
Euro
EUR

Euro

Euro

Share capital

386,963,511
1,000,000
63,622,002
196,832,103
918,767,148
61,356,220
10,379,640
120,000
1,000,000

800,000

%
interest

100.00
100.00
100.00
100.00
100.00
100.00
0.50
0.001
0.0008

30.00
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STATEMENT OF CHANGES IN EQUITY, WITH ADDITIONAL INFORMATION

SHARE CAPITAL

Nature/Description

31/12/2014

1,276,225,677

31/12/2013

1,276,225,677

Amounts in
Euro

31/12/2012

1,276,225,677

EQUITY-RELATED RESERVE

Share premium reserve (1) 105,102,206 105,102,206 105,102,206
Negative goodwill 56,792,947 56,792,947 56,792,947
INCOME-RELATED RESERVE

Legal reserve 36,854,896 32,511,926 28,996,367
Other reserves:

Extraordinary reserve 20,107,045 4,337,223 4,288,198
Contribution reserve - - -
Fair value reserve = - =
Other reserves taxable on distribution 1,402,976 1,402,976 1,402,976
Hedging reserve (27,271,529) (24,584,160) (37,090,146)
Actuarial reserve, IAS 19 (2,404,810) (1,870,758) (1,157,319)
Retained earnings (losses) - - -
TOTAL 1,466,809,408 1,449,918,037 1,434,560,906
Unavailable portion 1,418,182,779 1,413,839,809 1,410,324,250
Remaining available portion 48,626,629 36,078,228 24,236,656

(1) Distributable to shareholders after the legal reserve has reached one fifth of the share capital

KEY:
A: for capital increase
B: to cover losses

C: for distribution to shareholders
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Amounts in Euro

31/12/2011 Possible use Available portion Summary of uses over the last three years
Restated
Coverage of losses Other reasons
1,276,225,677 B 1,276,225,677
105,102,206 A B 105,102,206
56,792,947 A B, C 56,792,947
28,996,367 B 36,854,896
13,324,099 A B, C 20,107,045 9,035,902
7,555,032 A B, C - 7,555,032
_ A B _
94,952,422 A B,C 1,402,976 93,549,446
(25,910,916) (27,271,529)
250,789 (2,404,810)
(36,506,746) A B, C =
1,520,781,877 1,466,809,408
1,410,575,039 1,418,182,779
110,206,838 48,626,629
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DEFERRED TAX ASSETS AND LIABILITIES

2014
differences
initial formation payment remainder
Deferred tax assets
Directors’ fees 73 94 64 103
Independent Auditors’ fees 91 91 91 91
provisions for IRES IRAP risks 1,431 1,980 98 3,313
provisions for IRES risks 7,122 1,789 2,954 5,957
Provisions for personnel 4,195 95 287 4,003
Provisions for personnel 2,056 396 33 2,419
Surplus amortisation & depreciation 221 85 = 306
Other 23,948 4 = 23,952
Derivatives 31,788 - = 31,788
Provisions for termination benefits 1,941 620 72 2,489
Multi-annual costs - 228 - 228
Total taxable base/deferred tax assets 72,866 5,382 3,599 74,649
Deferred tax liabilities
Surplus IRES amortisation & depreciation 506 = = 506
Surplus IRAP amortisation & depreciation 467 = = 467
Allowance for impairment of accounts receivable 44 - - 44
Dividends not received 3,500 - 3,500 -
Capital gains on disposal of IRES assets 9,379 - 3,404 5,975
Adjustment to post-employment benefits 464 - - 464
Previous land/buildings depreciation 760 - - 760
Derivatives 887 - - 887
Provisions for risks 37 - - 37
Total taxable base/deferred tax liabilities 16,044 - 6,904 9,140
TAX LOSSES
Net deferred tax assets (liabilities) 56,822 5,382 (3,305) 65,510
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thousands of euro

2014
taxes
taxes taxes IRES (corporate income tax) IRAP total
to IS to equity
8 28 28
- 25 25
608 1,213 212 1,425
(320) 1,638 1,638
(3) 19 96 96
(15) 45 1,670 1,670
23 84 84
1 6,074 81 6,155
- 1,019 9,761 9,761
13 138 685 685
63 - 63 - 63
378 1,221 21,337 293 21,630
- - 139 139
- - - 22 22
- - 12 12
(963) - - -
(936) - 1,643 1,643
- - 128 128
- - 209 37 246
- - 276 276
- - 10 2 12
(1,899) - 2,417 60 2,477
2,277 1,221 18,920 233 19,153
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DEFERRED TAX ASSETS AND LIABILITIES

2013
differences

initial formation payment remainder
Deferred tax assets
Directors’ fees 607 73 607 73
Independent Auditors’ fees 485 91 485 91
provisions for IRES IRAP risks 1,431 1,431
provisions for IRES risks 16,335 694 9,907 7,122
Provisions for personnel 4,584 48 437 4,195
Provisions for personnel 1,119 937 - 2,056
Surplus amortisation & depreciation 199 22 = 221
Other 22,973 975 = 23,948
Derivatives 52,515 = 20,727 31,788
Provisions for termination benefits 1,554 387 - 1,941
Total taxable base/deferred tax assets 101,802 3,227 32,163 72,866
Deferred tax liabilities
Surplus IRES amortisation & depreciation 506 = = 506
Surplus IRAP amortisation & depreciation 467 - - 467
Allowance for impairment of accounts receivable 44 - - 44
Dividends not received 3,905 3,500 3,905 3,500
Capital gains on disposal of IRES assets 12,366 - 2,987 9,379
Adjustment to post-employment benefits 615 - 151 464
Previous land/buildings depreciation 760 - - 760
Derivatives 887 - - 887
Provisions for risks 37 - - 37
Total taxable base/deferred tax liabilities 19,587 3,500 7,044 16,044
TAX LOSSES
Net deferred tax assets (liabilities) 82,215 (273) 25,120 56,822

Separate Financial Statements and Notes at 31 December 2014



thousands of euro

2013
taxes
taxes taxes IRES (corporate income tax) IRAP total
to inc/stat to equity
(147) . 20 - 20
(109) . 25 - 25
355 - 695 122 817
(2,534) - 1,958 - 1,958
(20) 33 80 - 80
(264) 402 1,639 - 1,639
6 - 61 - 61
268 - 6,073 81 6,154
- 8,742 8,742 - 8,742
(160) 266 534 - 534
(2,604) 9,443 19,828 203 20,031
- - 139 - 139
- - - 22 22
- - 12 - 12
(111) - 963 - 963
(822) - 2,579 - 2,579
(42) - 128 - 128
- - 209 37 246
(10) - 276 - 276
- - 10 2 12
(985) - 4,316 60 4,376
(1,619) 9,443 15,512 143 15,655
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TRANSACTIONS WITH RELATED PARTIES

thousands of euro

Financial
Trade receivables Other Trade Financial
. and Cash and .
Receivables cash receivables payables Payables
equivalents

Municipality of Genoa - - - - -
Municipality of Parma - - - 1 -
Finanziaria Sviluppo Utilities 62 - - - -
Intesa Sanpaolo Group - 179 - - 112,103
Aem To Distribuzione SpA 563 62,358 2,467 12 -
AGA 11 - - - -
Amiat 4 - - - -
Amiat Veicolo 762 - - - -
Bonifica Autocisterne 3 - - - -
Consorzio GPO 2 - - - -
EniaTel 7 - - - -
Genova Reti Gas 865 - 2,120 - -
Idrotigullio 113 6,620 - - -
Immobiliare delle Fabbriche 6 - - - -
Iren Acqua Gas 3,632 265,527 1,813 858 -
Iren Ambiente 864 - - 3 -
Iren Ambiente Holding 19 - - - -
Iren Emilia 6,605 138,624 6,937 1,292 4,851
Iren Energia 9,402 801,439 5,573 1,981 -
Iren Gestioni Energetiche 104 - 95 23 -
Iren Mercato 1,990 443,398 10,256 796 1,149
Iren Servizi e Innovazione 999 - - 1,265 50,464
Laboratori Idrici Acqua Gas 80 - - - -
Mediterranea delle Acque 1,260 - 6,429 32 -
Nichelino Energia 40 9,886 21 - -
0.C.Clim 5 - - - -
Tecnoborgo 109 - 138 - -
TLR Veicolo S.p.A. 67 - - - -
Acquedotto Monferrato 5 - - - -
Acquedotto Savona 15 - - - -
Acque Potabili Crotone 5 - - - -
ENIA Solaris 1 18,405 - - -
Greensource - 17 - - -
Iren Rinnovabili S.p.A. 42 5,113 - - -
Societa Acque Potabili 116 - - - -
Sviluppo Idrico 4 - - - -
Varsi Fotovoltaico - - - - -
Acos O - - - -
Acquaenna 12 - - - -
Amter 72 - - - -
ASA 21 - - - -
Atena 2 - - - -
Domus Acqua 37 - - - -
Nord Ovest Servizi - 970 - - -
Piana Ambiente 62 - - - -
Plurigas - - - - -
Sea Power & Fuel 1 - - - -
So. Sel. 4 - - 1 -
TRM Veicolo 13 - - - -
Valle Dora Energia Srl 6 - - - 87

Total 28,001 1,752,536 35,849 6,264 168,654
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Municipality of Genoa
Municipality of Parma
Finanziaria Sviluppo Utilities
Intesa Sanpaolo Group
Aem To Distribuzione SpA
AGA

Amiat

Amiat Veicolo

Bonifica Autocisterne
Consorzio GPO

EniaTel

Genova Reti Gas
Idrotigullio

Immobiliare delle Fabbriche
Iren Acqua Gas

Iren Ambiente

Iren Ambiente Holding
Iren Emilia

Iren Energia

Iren Gestioni Energetiche
Iren Mercato

Iren Servizi e Innovazione
Laboratori Idrici Acqua Gas
Mediterranea delle Acque
Nichelino Energia
0.C.Clim

Tecnoborgo

TLR Veicolo S.p.A.
Acquedotto Monferrato
Acquedotto Savona
Acque Potabili Crotone
ENIA Solaris

Greensource

Iren Rinnovabili S.p.A.
Societa Acque Potabili
Sviluppo Idrico

Varsi Fotovoltaico

Acos

Acquaenna

Amter

ASA

Atena

Domus Acqua

Nord Ovest Servizi

Piana Ambiente

Plurigas

Sea Power & Fuel

So. Sel.

TRM Veicolo

Valle Dora Energia Srl

thousands of euro

Other Revenue and Costs and Financial Financial
payables income other charges income expense
- - 1 -
- 28 - -
- - 378 5,648
878 103 12 4,061 -
106 11 - -
- 15 - - -
- 362 - - -
- 2 - - -
63 5 - - -
2,040 360 - - -
107 35 - 67 -
- 6 - - -
1,886 2,545 1,004 25,447 -
2,225 371 - 9,709 -
64 11 - - -
3,456 5,980 1,476 16,589 39
13,708 5,087 2,104 87,436 -
126 31 23 - -
632 1,568 548 27,368 37
1,312 417 1,599 - 21
- 14 - - -
1,406 341 33 - -
164 22 - 340 -
- 5 - - -
87 16 - 7 -
1 46 - - -
- 5 - - -
- 5 - - -
- 5 - - -
61 - - 792 -
- - - 113 -
29 27 - 220 -
- 39 - - -
- 4 - - -
23 - - - -
- 9 - - -
- 10 - - -
- 5 - - -
- 17 - - -
- 2 5 - -
- - - 3,000 -
- 1 - - -
- 4 3 - -
- 197 - - -
- 6 - - -
Total 28,374 17,717 7,186 175,149 5,745
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RECONCILIATION OF IFRS FINANCIAL STATEMENTS WITH RECLASSIFIED FINANCIAL
STATEMENTS (Consob Communication No. 6064293 dated 26 July 2006)

IAS/IFRS STATEMENT OF FINANCIAL POSITION

thousands of euro
RECLASSIFIED STATEMENT OF FINANCIAL POSITION

Property, plant and equipment 1,521

Intangible assets 5,792

Investments in subsidiaries, associates and joint 2,544,508

ventures

Other investments -

Total (A) 2,551,821 Non-Current Assets (A) 2,551,821

Other non-current assets 10,690

Other non-current liabilities (13,554)

Total (B) (2,864) Other non-current assets (liabilities) (B) (2,864)

Trade receivables 28,330

Current tax assets 5,032

Other receivables and other current assets 41,609

Trade payables (20,025)

Other payables and other current liabilities (43,880)

Current tax liabilities -

Total (C) 11,066 Net working capital (C) 11,066

Deferred tax assets 21,630

Deferred tax liabilities (2,477)

Total (D) 19,153 Deferred tax assets (liabilities) (D) 19,153

Employee benefits (11,956)

Provisions for risks and charges (10,092)

Provisions for risks and charges - current portion (1,566)

Total (E) (23,614) Provisions for risks and employee benefits (E) (23,614)
Net invested capital (G=A+B+C+D+E) 2,555,562

Equity (F) 1,516,906 Equity (F) 1,516,906

Non-current financial assets (1,728,477)

Non-current financial liabilities 2,161,595

Total (G) 433,118 Non-current financial indebtedness (G) 433,118

Current financial assets (24,060)

Cash and cash equivalents (19,197)

Current financial liabilities 649,034

Total (H) 605,777  Current financial indebtedness (H) 605,777
Net financial indebtedness (1=G+H) 1,038,895
Own funds and net financial indebtedness (F+I) 2,555,801

Separate Financial Statements and Notes at 31 December 2014



INDEPENDENT AUDITORS’ FEES

Under the terms of Art. 149-duodecies of the Regulations implementing Italian Legislative Decree 58/1998,

fees for the year due to PricewaterhouseCoopers S.p.A. can be summarised as follows:

Service

Audit

Attestation services (1)
Tax consulting services

Other services (2)

Audit

Attestation services

Tax consulting services

Other services

Service provider

Parent auditor

Parent auditor
Parent auditor

i) Parent auditor

ii) Parent auditor network
i) Parent auditor

ii) Parent auditor network
i) Parent auditor

ii) Parent auditor network
i) Parent auditor

ii) Parent auditor network
i) Parent auditor

ii) Parent auditor network

To

Parent

Parent
Parent

Parent
Parent
i) Subsidiaries
ii) Subsidiaries
i) Subsidiaries

ii) Subsidiaries
i) Subsidiaries

ii) Subsidiaries
i) Subsidiaries

ii) Subsidiaries

thousands of euro

Fees

85
21

51
117

Total Independent Auditors’ fees

274

(1) Attestation services refer to the limited half-year audits and the audit and certification of the unbundling financial

statements.

(2) Other services refer to checking translations of the financial statements and assistance activities related to Italian Law 262/05,
methodological assistance activities for the assessment of certain aspects of the IT general audits and the activity performed

on the occasion of the issue of the Private Placement.

Iren S.p.A.
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STATEMENT REGARDING THE SEPARATE FINANCIAL
STATEMENTS PURSUANT TO ART. 81-TER OF CONSOB
REGULATION No. 11971 OF 14 MAY 1999 AS SUBSEQUENTLY
AMENDED AND INTEGRATED

The undersigned Massimiliano Bianco, Chief Executive Officer, and Massimo Levrino, Corporate
Financial Reporting Manager and Administration, Finance and Control Manager of Iren S.p.A., hereby
certify, also in view of the provisions of Art. 154-bis, paragraphs 3 and 4 of Italian Legislative Decree
No. 58 of 24 February 1998:

. the adequacy in respect of the company’s characteristics and
J the actual application during 2014 of administrative and accounting procedures in preparing
the separate financial statements.
Furthermore, it is hereby declared that:
2.1 the separate financial statements:
a) are prepared in compliance with the applicable international accounting standards
endorsed by the European Community pursuant to Regulation (EC) No. 1606/2002 of the
European Parliament and Council, of 19 July 2002;

b) correspond to the results of the books and account records;

c) are suitable to give a true and fair view of the financial position and results of operations of
the issuer and the group companies included in the consolidation scope.

2.2 the directors’ report includes a reliable analysis of the operating performance and results, and
of the issuer’s situation and of all companies included in the consolidation, together with a
description of the major risks and uncertainties to which they are exposed.

13 March 2015

The Administration, Finance
and Control Manager
and Financial Reporting Manager
appointed under Law 262/05

The Chief Executive Officer

Massi Levrino

"

L |
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AUDITORS’ REPORT IN ACCORDANCE WITH ARTICLES 14 AND 16 OF LEGISLATIVE
DECREE N° 39 OF 27 JANUARY =z2o010

To the Shareholders of
Iren SpA

1 We have audited the separate financial statements of Iren SpA as of 31 December 2014 which
comprise the statement of finanecial position, income statement, statement of comprehensive
income, statement of changes in equity, statement of cash flows and related notes. The
directors of Iren SpA are responsible for the preparation of these financial statements in
compliance with the International Financial Reporting Standards as adopted by the European
Union, as well as with the regulations issued to implement article g of Legislative Decree n°
38/2005. Our responsibility is to express an opinion on these separate finanecial statements
based on our audit.

2 ‘We conducted our audit in accordance with the anditing standards and criteria recommended
by Consob, the Italian Commission for listed Companies and the Stock Exchange. Those
standards and ecriteria require that we plan and perform the audit to obtain the necessary
assurance about whether the separate finanecial statements are free of material misstatement
and, taken as a whole, are presented fairly. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting prineiples used and significant estimates made by the
directors. We believe that our audit provides a reasonable basis for our opinion.

For the opinion on the separate financial statements of the prior year, which are presented for
comparative purposes, reference is made to our report dated 18 April 2014.

q In our opinion, the separate financial statements of Iren SpA as of 31 December 2014 comply
with the International Financial Reporting Standards as adopted by the European Union, as
well as with the regulations issued to implement article g of Legislative Decree n® 38/2005;
accordingly, they have been prepared clearly and give a true and fair view of the financial
position, result of operations and cash flows of Iren SpA for the vear then ended.

Pri cewaterhnuscfnnﬁcfs SpA

Sede legale ¢ amministrative; Milano 2oi49 Vie Moate Bosa 91 Tel. o277851 Fax o27785240 Cap. Sec. Euro 6.890.000.00ix, C.F e PIVA e
Reg. Imp. Milano 12970880155 Iscritta al n® 10644 del Registro dei Revisori Legali - Al Uffici: Ameona 60131 Via Sandro Totti 1 Tel.
o712132311 - Bari yo122 Via Abate Gimma 72 Tel cBogfqo211 - Bologna 40126 Via Angelo Finelli B Tel. 0316186211 - Breseia 25123 Via
Borgo Pietro Wohrer 23 Tel. 0303697501 - Catania 95129 Corso [talis go2 Tel. ng57532311 - Firenze 50121 Viale Gramsei 15 Tel. og5245%2811
- Genova 16121 Tiazea Pleeapictra o Tel. 1029041 - Napoll 80121 Plazza dei Martird 58 Tel. oBiz6181 - Padova 35138 Via Vicenza 4 Tel
04498759441 - Palermo go141 Via Marchese Ugo 60 Tel. 091340737 - Parma 45100 Viale Tanara 20/4 Tel, e5275011 - Roma 00154 Largo
Fochetli 2o Tel. 06570251 - Torino 10123 Corso Palestro 10 Tel. 011556771 - Trento 38122 Via Grazioli 73 Tel. 0461237004 - Treviso 31100
Viale Felissent 90 Tel. 0428666011 - Trieste 34125 Via Cesare Battisti 18 Tael. 0405480781 - Udine 33100 Via Poscolla 43 Tel. ¢4g322578g -
Verona 37135 Via Francia 21/C Tel ngséz6z001

.
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4 The directors of Iren SpA are responsible for the preparation of the report on operations and
the report on corporate governance and ownership strueture published in the Investor
Belations section of Iren SpA’s website, in compliance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency of the report on
operations and of the information referred to in paragraph 1, letters ¢), d), ), 1), m), and
paragraph 2, letter b), of article 123-bis of Legislative Decree n® 58/98 presented in the report
on corporate governance and ownership structure, with the separate financial statements, as
required by law. For this purpose, we have performed the procedures required under Italian
Auditing Standard n® 001 issued by the Italian Accounting Profession (Consiglio Nazionale dei
Dattori Commercialisti e degli Esperti Contabili) and recommended by Conscb. In our
opinion, the report on operations and the information referred to in paragraph 1, letters c), d),
),1), m) and paragraph 2, letter b), of article 123-bis of Legislative Decree n® 58/98 presented
in the report on corporate governance and ownership structure are consistent with the
separate finanecial statements of Iren SpA as of 31 December 2014.

Turin, 3 April 2015

PricewaterhouseCoopers SpA
Signed by
Piero De Lorenzi

(Partner)

This report has been translated into the English language from the original, which was issued in
Italian, solely for the convenience of international readers.
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REPORT OF THE BOARD OF STATUTORY AUDITORS TO THE
SHAREHOLDERS' MEETING

(under the terms of Art. 153 of Italian Legislative Decree 58/1998 and Art.
2429 of the Italian Civil Code)

Dear Shareholders,

in financial year 2014 the Board of Statutory Auditors performed its supervisory activities in accordance
with regulations in force, in compliance with the duties pursuant to Art. 149, Italian Legislative Decree No.
58 of 24 February 1998, and subsequent amendments and additions (Consolidated Law on Finance) and
with the rules pursuant to Italian Legislative Decree No 39 of 27 January 2010, according to the rules of
conduct recommended by the Italian National Association of Business Consultants and Accounting
Experts.

This report refers to the activities carried out in fulfilment of our duties, as required by Art. 2429 of the
Italian Civil Code and in compliance with Art. 153 of the Consolidated Law on Finance, taking into account
the Consob Communications relating to corporate controls and the Code of Conduct of Borsa ltaliana
S.p.A..

The activity of the Board of Statutory Auditors involved, amongst other things:

e attendance at the Shareholders' Meeting held on 18 June 2014 and at the 19 meetings of the Board of
Directors;

¢ attendance of the Chairman of the Board of Statutory Auditors at: (i) 7 meetings of the Control and
Risk Committee; (ii) 9 meetings of the Committee for Transactions with Related Parties; (iii) 14
meetings of the Remuneration and Appointments Committee; and (iv) 1 meeting of the Independent
Directors;

» 16 meetings of the Board of Statutory Auditors which, in cases deemed necessary, involved
the attendance of the executive directors, the members of the Independent Auditors, the
Financial Reporting Manager and the Internal Audit Unit Manager and other senior managers
of the Company in charge of key functions for the audit activity of the Board of Statutory
Auditors;

« information gathering and exchange of opinions with PricewaterhouseCoopers S.p.A., the
company assigned the task of auditing the financial statements and of expressing an opinion
thereon for the nine-year period 2012-2020, with the Financial Reporting Manager, with the
Control and Risk Committee, and with the Managers of various company departments, in
particular Internal Audit. In 2014, information gathering on the administration and control systems
and the general business performance of the subsidiaries, pursuant to Art. 151 of the Consolidated
Law on Finance, was facilitated by the presence of a Statutory Auditor of the Parent at each Board of
Statutory Auditors Meeting of the first-level subsidiaries.

The Board of Statutory Auditors also acknowledges the following changes that occurred in the

composition of the IREN S.p.A. Board of Directors during financial year 2014:

e o0n 18 June 2014, to replace the Director Mr Roberto Walter Firpo (co-opted by the Board of Directors
on 17 September 2013), the IREN S.p.A. Shareholders’ Meeting appointed Mr Augusto Buscaglia until
the expiry of the current administrative body (and, more precisely, until the Shareholders’ Meeting
called to approve the financial statements at 31 December 2015). On 4 July 2014, the Company's
Board of Directors verified that Mr Buscaglia respectively had the requisites of independence under
the terms of the Consolidated Law on Finance rules and did not have the requisites pursuant to Art. 3
of the Code of Conduct;

e with effect from 30 November 2014 (inclusive), Mr Nicola De Sanctis resigned from the positions of
Director and Chief Executive Officer. The employment relationship of the same as a senior manager of
IREN S.p.A. will continue until 31 December 2015;

e on 1 December 2014, on the basis of the indications of the Shareholders’ Agreement Committee
pursuant to Art. 4.1.8 (ii) of the current Voting and Block Shareholders’ Agreement between FSU and
the ex Enia shareholders, the IREN S.p.A. Board of Directors co-opted, with the favourable opinion of
the Board of Statutory Auditors, as new Director to replace Mr De Sanctis who had resigned, Mr Vito
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Massimiliano Bianco and appointed him Chief Executive Officer, conferring on him the same powers
attributed previously to Mr De Sanctis.

IREN S.p.A. operates as Parent, through the First-Level Companies (FLCs) over which it exercises
management and coordination activity in accordance with the provisions of Art. 2497 et seq. of the Italian
Civil Code.

The information provided by the Board of Statutory Auditors in the following remarks is for the most part
confirmed in the Notes to the Consolidated Financial Statements.

As part of the supervisory activities carried out in the manner described above, the Board would like to
report the following, in accordance with the sequence of topics indicated in Consob Communication
DEM/1025564 of 6 April 2001, as amended.

1. Remarks on the main economic, financial and equity transactions

2.

In relation to activities performed directly by the Parent or the FLCs, in the Directors' Report of the
Group Iren S.p.A. has illustrated the more significant economic and financial transactions completed
during the year and after year end. Particularly important among these were:

e the acquisition, following the non-proportional partial spin-off of AES Torino S.p.A. in favour of
IREN Energia S.p.A. (with effect from 1 July 2014), of the business unit related to the activity of
distributing district heating in the Municipalities of Turin, Moncalieri and Nichelino;

e exercise of the option to purchase from F2i Ambiente S.p.A. a 24% interest in TRM V S.p.A., a
company in which IREN S.p.A. already held an interest of 25% and which controls TRM S.p.A., the
company which received the assignment to design, build and manage the urban and similar waste-
to-energy plant to serve the south of the province of Turin.

¢ placing on the Eurobond market of a bond issue in Public Placement format for an amount of Euro
300 million. The bond loan, listed on the Irish Stock Exchange, has a duration of 7 years and a fixed
annual coupon of 3% (effective gross rate of return on maturity of 3.125%);

¢ recognition of the Terminal of the company OLT Offshore LNG Toscana (in the share capital of
which the Iren Group has a 46.79% interest) as an essential and indispensable infrastructure for the
security of the National Gas System, following the issue of the ministerial decree by the Ministry of
Economic Development which accepted the waiver of exemption of access by third parties;

¢ exercise of the right of pre-emption for the purchase from FCT Holding S.r.I. of a 31% interest in the
share capital of Amiat S.p.A., a company in which IREN S.p.A. already held an interest of 49%. This
operation enabled the Group to acquire control over the company that manages environmental
services for the Municipality of Turin;

¢ the launch of a plan to encourage voluntary early termination of the employment relationship of
its personnel , as part of a multi-annual project for demographic and professional rebalancing of
the personnel. As of 31 December 2014, 496 employees had shown an interest in consensual
termination of the employment relationship with an expense estimated and set aside of Euro 36.1
million.

Atypical or unusual transactions
No atypical or unusual transactions were carried out either with third parties, related parties or intra-
group.

. Supervisory activities on related-party transactions

At its meeting of 13 March 2015 IREN S.p.A.’s Board of Directors approved the updated version of the
“Internal Regulations on Transactions with Related Parties” adopted by the Company on 1 January
2011, in compliance with Consob Resolution No. 17221 of 12 March 2010 on the adoption of the rules
envisaged in Art. 2391-bis of the Italian Civil Code.

The Notes and related tables attached to the separate Financial Statements provide an adequate
description of this type of transaction, showing the extent of the commercial, financial or other
relations between IREN S.p.A. and the various subjects. From the information obtained and
statements provided it emerges that a sizeable part of these relations concern services provided to
customers in general (gas, water, electricity, heat, etc.) and are governed by contracts normally
applicable to these situations. Where they do not concern current services, the Directors confirm that
the transactions are governed by specific contracts, whose terms are established in accordance with
normal market conditions.

In accordance with the IASs/IFRSs, all related-party transactions have also been described in the Notes
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to the consolidated financial statements. The Board considers adequate the procedures adopted by
the Board of Directors on this matter and believes that the related decision-making and operating
processes, adopted by the Company and its Subsidiaries in accordance with the criteria set out in the
Directors' Report, ensure observance of the principles of procedural and substantial transparency and
correctness and of the obligations of disclosure to the public.

. Supervisory activities on compliance with the principles of correct management

The Board, independently or through specific meetings with Senior Management, obtained
information on changes in company processes and received information on general business
performance and the most significant transactions performed by the Company and its subsidiaries.
Based on information received and the analyses performed, the Board can reasonably state that the
action decided was implemented in compliance with the law, the Articles of Association and the
principles of correct management, and were not manifestly imprudent, risky or potentially in conflict
of interest or likely to compromise the integrity of corporate assets.

The Board also acknowledged that, after examination by the Board of Statutory Auditors as part of its
internal control duties assigned pursuant to Art. 19 of Italian Legislative Decree 39/2010, after
obtaining the opinion in favour of the Control and Risk Committee and in compliance with the
recommendations in the joint Consob-Isvap-Bank of Italy Document No. 4 of 3 March 2010, the IREN
S.p.A. Board of Directors approved the impairment test procedure applied by the Company to
goodwill, equity investments and available-for-sale securities recognised in the financial statements,
taking into consideration the results for the correct expression of such assets in the separate Financial
Statements at 31 December 2014.

. Supervisory activities on adequacy of the organisational structure

To the extent of its responsibilities, the Board examined and monitored the adequacy of the
Company's organisational structure by receiving information from the heads of the company
departments or the competent Bodies and by consulting the internal documentation, where
necessary.

In this regard the Board notes that, starting from 1 January 2015, an organisational restructuring
process was launched with the aim of strengthening the unitary nature of governance and identifying
clearly the main activities and responsibilities of each structure ensuring a rapid and real Group
integration process.

As part of the supervisory work, the Board of Statutory Auditors carried out the annual assessment of
its own composition, with particular reference to the independence of it members, to the size and
operation of the board itself and as regards the adequacy of the composition, size and operation of
the Board of Directors and of the internal Committees, with particular reference to the qualification of
the independent members of the board and the determination of the remuneration of the directors
and key management personnel.

. Supervisory activities on adequacy of the internal control system

With constructive input from the Internal Auditing Department, the Board evaluated and monitored
the adequacy of the internal control system by attending the meetings of the related Committee and
meeting with the managers of the various departments involved.

As far as the Board is aware and although with improvement margins, the internal control system
appears overall to be capable of identifying, managing and monitoring adequately the main risks and
has shown no signs of shortcomings, defects or malfunctions which might adversely affect its reliability
and jeopardise the positive performance of business processes. This opinion is confirmed in the
compliant resolutions carried on this matter by the Board of Directors and in the indications provided
by the Control and Risk Committee.

The Oversight Committee performed regular controls, reporting on a half-yearly basis to the Control
and Risk Committee and the Board of Directors on the content and results of its action. The Board of
Statutory Auditors acknowledged that, on the basis of the activity performed, the said Committee, in
noting that updating and implementation activities are in progress, found no significant critical
elements in the Organisation, Management and Control model adopted by the Company under the
terms of Italian Legislative Decree 231/01.
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7. Supervisory activities on adequacy of the administrative/accounting system and on the activity of
independent auditing of the accounts
The Board monitored on the adequacy of the administrative/accounting system to correctly represent
operating events through discussions and the exchange of information with the various bodies
responsible for internal controls and with the independent auditing firm.
In its supervisory work, the Board of Statutory Auditors, as Internal Control and Auditing Committee,
verified the adequacy and concrete operation of the risk management, internal control and internal
auditing system and of the financial disclosure process and monitored the independent auditing of the
annual and consolidated accounts and the independence of the auditing firm.
The Board acknowledges that the project which aims to harmonise the Group's IT processes has
entered the implementation stage.
The information obtained and the statements made by PricewaterhouseCoopers S.p.A., the firm
appointed for the independent auditing, to the Board of Statutory Auditors reveal that in addition to
auditing the separate and consolidated financial statements and reviewing the interim report, and
auditing the tax and audit models of the annual separate financial statements (unbundling), the
Independent Auditors were assigned additional tasks. These mainly related to audit procedures
performed on the occasion of the bond issues, procedures for the appraisal of receivables from a
Municipality, assistance for certain checks relating to Italian Law 262/05 and methodological
assistance in assessing some aspects of the segregation of roles. The total fees for these services, in
addition to auditing and other services as per the proposal examined by the Shareholders' Meeting,
was Euro 202,000.
Based on the information obtained by the Board, no other tasks were assigned to the directors,
members of the control bodies and employees of the independent auditors or their network partners.

8. Supervisory activities on transactions with subsidiaries and parent companies
The Company has adopted a special “Regulation for the internal management and external
communication of reserved and/or privileged information”, with respect to which the Board has
reported the opportunity of formalising in a specific procedure the transmission methods for
information flows from Group companies to the Parent. The transmission to the Parent by the
Subsidiaries of the information necessary to comply with the disclosure obligations in accordance with
law is today essentially guaranteed by transmission of the respective Board of Directors' resolutions.

9. Claims or complaints pursuant to Art. 2408 of the Italian Civil Code.
During the year, the Board of Auditors received no complaints pursuant to Art. 2408 of the Italian Civil
Code or claims.

10. Opinions issued during the year.
During the year, the Board issued opinions on the remuneration of directors holding special office and
on the replacement of directors pursuant to Art. 2386 of the Italian Civil Code.

11 Methods of concrete implementation of the corporate governance rules

At its meeting of 13 March 2015 IREN S.p.A.’s Board of Directors approved the updated version of the Company's Code of
Conduct, also in alighment with the revisions issued on 14 July 2014 by the Corporate Governance
Committee of Borsa Italiana S.p.A..

In the Board's opinion, the Board of Directors prepared adequately with respect to the obligations of
disclosure to Shareholders and the market the Report on Corporate Governance and Ownership
Structures as established by Art. 123-bis of the Consolidated Law on Finance and by the instructions
contained in the Regulations for Organized Markets managed by Borsa Italiana S.p.A.

The Board also supervised the concrete implementation of the corporate governance rules,
monitoring the effective and correct application of these in the company's business.

12. Remarks and proposals regarding the separate and consolidated financial statements
The separate and consolidated financial statements at 31 December 2014 were prepared in
application of the IAS/IFRS international accounting standards, as duly described by the Directors in
the Notes to the financial statements.
The auditing of the accounts and of the technical correctness of the separate and consolidated
financial statements is the duty and responsibility of the Independent Auditing Firm
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PricewaterhouseCoopers S.p.A., which was assigned the task in accordance with Articles 155 and 156
of the Consolidated Law on Finance.

PricewaterhouseCoopers S.p.A. expressed an unqualified opinion in its report issued today, confirming
that the separate financial statements were clearly stated and give a true and fair view of the financial
position of the Company, the results of its operations and its cash flows.

Having verified the preparation process for the separate and consolidated financial statements and
the related opinions issued by PricewaterhouseCoopers S.p.A., the Board has no remarks to make
concerning the technical correctness of these financial statements.

Where deemed useful, the Board expressed indications and recommendations with a view to
enhancing the methods and tools used in running the company, and on the correct application of
regulations in force.

During the supervisory activity carried out and based on information obtained from the independent
auditors, no censurable event, omissions or irregularities worthy of note and that require comment
have been reported.

In view of the above, the Board acknowledges that the information provided by the Board of Directors
was complete and adequate, and was consistent with the figures shown in the financial statements. It
makes no remarks as regards the approval of the financial statements at 31 December 2014 and the
proposal of the Board of Directors to allocate the profit for the year.

With the Shareholders' Meeting called to approve the financial statements for financial year 2014 the

mandate conferred on the current Board of Statutory Auditors has expired; the Shareholders are
therefore invited to resolve on the matter.

Turin, 3 April 2015

The Board of Auditors

Paolo Peveraro, Chairman
Annamaria Fellegara, Standing Auditor

Aldo Milanese, Standing Auditor
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SUMMARY OF RESOLUTIONS PASSED BY THE SHAREHOLDERS’ MEETING

The Ordinary Shareholders' Meeting:

1)

2)

3)

having viewed the Financial Statements as 31 December 2014 and the Board of Directors' Report on
Operations;

having viewed the Report by the Board of Statutory Auditors;
having viewed the Report by the Independent Auditors Pricewaterhouse Coopers S.p.A.;

having acknowledged the proposed allocation of the profit for the year, i.e. EUR 50,096,527.17, as

follows:

— EUR 2,504,826.36, i.e. 5% of the profit for the year, to the legal reserve;

— EUR 47,475,595.18 to Shareholders' dividends, i.e. EUR 0.0372 for each of the 1,181,725,677
ordinary shares and 94,500,000 savings shares payable from 24 June 2015, with coupon
detachment date of 22 June 2015 and record date of 23 June 2015;

— the residual amount, i.e. EUR 116,105.63 to the extraordinary reserve;

having acknowledged the proposed approval of the distribution of an extraordinary unit dividend of
EUR 0.0151, taken from the Extraordinary Reserve, for the 1,181,725,677 ordinary shares and the
94,500,000 savings shares of a nominal amount of EUR 1 to be paid starting from 24 June 2015, for a
total of EUR 19,271,007.72;

resolves

to approve the Financial statements of Iren S.p.A. as at 31 December 2014 and the Report on
Operations prepared by the Board of Directors;

to approve the proposed allocation of the profit for the year, i.e. EUR 50,096,527.17, as follows:

— EUR 2,504,826.36, i.e. 5% of the profit for the year, to the legal reserve;

— EUR 47,475,595.18 to Shareholders' dividends, i.e. EUR 0.0372 for each of the 1,181,725,677
ordinary shares and 94,500,000 savings shares payable from 24 June 2015, with coupon
detachment date of 22 June 2015 and record date of 23 June 2015;

— the residual amount, i.e. EUR 116,105.63 to the extraordinary reserve;

to approve the distribution of an extraordinary unit dividend of EUR 0.0151, taken from the
Extraordinary Reserve, for the 1,181,725,677 ordinary shares and the 94,500,000 savings shares of a
nominal amount of EUR 1 to be paid starting from 24 June 2015, for a total of EUR 19,271,007.72.

Therefore, the total unit dividend assigned to each of the 1,181,725,677 ordinary shares and the
94,500,000 savings shares to be paid starting from 24 June 2015, with coupon date of 22 June 2015 and
record date of 23 June 2015, will be EUR 0.0523, for a total of EUR 66,746,602.91.
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