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pr 4 The ERG Group today
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ERG has been operating successfully in the energy sector for almost 80 years.

We are the leading wind power operator in Italy and amongst the main players in Europe,
with an installed capacity of 1,721 MW.
Listed on the Milan Stock Exchange, ERG is also active in the production of power from water and
thermoelectric sources, with highly efficient plants and low environmental impact.
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We are also involved in the fuel distribution sector through shares in the TotalErg JV (51% ERG).




ERG investments in clean energy

Since 2008 we have gone from 80% conventional/oil to 85% renewable,
investing billions of euros in the process.

Capital employed
2008 (€2,2 bn) 2015 (€3,1 bn)
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pr 4 ERG emission reduction path

Our continual investment in zero-emission capacity, such as wind and hydro,

helps avoid an increasing amount of CO, emissions.

From 2008 to 2016 we increased the amount of avoided emissions
by a factor 15 from 125 to 1.900 kt.

The plan to add 600 MW of wind energy to our portfolio before 2018, will allow us to avoid, from
2016 to 2018, 9 Mt of CO, emissions adding up to a total of around 13 Mt since joining the
renewable energy sector (baseline 2006 - Sustainability Commitments 2016-2018).
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Conversion factor for avoided emissions based on methodology from Terna, published in their annual reports and referring to the electricity output of the Italian
system. Estimate based on the current asset base



2020 & 2030 emission reduction targets

2020 Target
- 20% 20% 20% 10%
Greenhouse gas Renewable Energy interconnections
emissions energy efficiency

- 40% Greenhouse 27% 27% 15%

gas emissions Renewable energy Energy efficiency Interconnections

2030 Target
Total emissions

43%
reduction of

40% Reduction from ETS Reduction from ETS
sectors sectors




oo EU emissions reduction 2020 - Italy
I 160%
In 2014 Italy reached it’s 2020
EU target on emissions
reduction on gross final
consumption.
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Source: ERG elaborations on data from Eurostat



/ Falling electricity prices in Europe

y 4
German merit order 2008 vs. 2015
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In Europe falling fossil prices, in
particular coal, the low value of 160
CO2, the increase of renewable
energy together with a stagnant
(or decreasing) demand have

pushed down the electricity price
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Commodity

120

80

EUR/MWh

ore . 40 -
equilibrium.
0
) 0 1201000
Prices have now reached a level Capacity in MW
that not only is unable to support
«wand solar ms=biomass 4 nuclear A lignte a hardcoal 4 gas a ol

new investments in RES, but

neither investments in any other Decomposition of the price destruction

70
(conventional) energy source. e P—

60 | B
55 4

S

gfxO

a"z
40 4
:w |

4.5% -13.6% 12.4% -78.0% 0% -24.4%

. 5% -13.6% % -78.0% 8.0% % -_

g § S E
S

Source: WindEurope and AXPO

Nuke
Fuels USD
EURUSD

Ot

2015



” External costs of CO,
[

The renewable sources are penalized by an emissions trading scheme which is unable to express
the external cost — economic and environmental - of CO, emissions and therefore unable to change
the merit order of conventional and renewable sources.

Starting in the mid of the last decade with

The Origi na I idea beh | nd the E U quotas within. 10-20.€/ton, the price of CO, was
expected to rise, as indeed would have been
ETS was to aCh ieve a ca rbon required from a system that should
. . progressively lead to make it more cost-
pr|Ce Of 30 euro In 2020 @ ETS prices (€ / ton) effective to invest in reducing CO, emissions
At the moment prices are 2006 forecasts of
40 2016 prices of ‘ Consensus forecasts were for
be |OW 6 euro. 40€/ton values around 40 €/ton in the
35 next10 years, while some
analysts also speculated level not
. 30 far from € 100.
The EU-ETS is currently under |
. . . 25 '
revision in order to reflect the
. . 20 ’ |
actual costs of CO, emissions.
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The reform will not have effect

. 10 [ The levels achieved in 2012
before 202 1, Why somethi ng 7oy : ! . "  indicate a collapse which in

H 5 [ , W A e “ fact represents a failure of

haS to be done In the " mechanism as an incentive

tool for renewable and low-
carbon technologies, hence
the need for intervention.

meantime.
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Source: Nomisma Energia elaboration of Intercontinental Exchange data (ICE), 2016



I The decreasing LCOE of RES
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Along with the falling energy prices also the Levelized Cost of Energy (LCOE) of renewable sources
— particularly wind and solar — is decreasing, making the two sources competitive with

conventional sources such as gas and coal.

RES LCOEs are however still much higher than current marginal wholesale prices.

LCOE Range H1 2016

Europe-wide PV - crystalline silicon
Onshore wind
Coal-fired
Natural gas CCGIT
Nuclear
Offshore wind

LCOE Range H2 2016

Nuclear

CCGT

Coal

PV - no tracking
Wind - offshore
Wind - onshore
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Source: Bloomberg New Energy Finance



Our view for further renewables development

2030
PACKAGE

To reach such
ambitious levels
and further
develop RES,

it is necessary
to set...

target of 27% of RES penetration in energy consumption
other than 40% reduction in GHG emissions,

which implies a share of RES in power production above 55%.

Strong governance at European level to lead MS action plans

ETS mechanism reform to achieve a functioning CO, price
Possible solutions:
v'strong reduction of allowances amount [MSR strengthening]
v'Carbon floor prices [at a EU or national level]
v'EPS

Revenue stabilization through long term power purchasing agreement (PPA)

Enhance V-RES integration in electricity markets
v'Market gate closure
v'Liquid intraday market
v'Aggregation
v'Ancillary services

Improving electrification of energy demand
v'domestic / heating / cooling

v'Mobility / transports

Repowering of end-of-life V-RES (wind) plants



y . Repowering
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Repowering is a clear opportunity for modernizing the European wind fleet with the newest
technology available. Many countries will face declining wind energy production rates, if wind farms

coming to their end of life are not upgraded or repowered (76 GW of installed power between 2020
and 2030).

In Italy 20% of wind power capacity (ca 9 GW) is more than 10 years old and, considering current
depressed CO2 and wholesale prices, risk to be progressively dismantled.

Policies to support end-of-life measures — financial and procedural support - are needed to reach
both national and European targets.

Onshore and offshore wind capacity at end of life between 2020 and 2030
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ERG /

THANK YOU!

www.erg.eu
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