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Dear shareholders and stakeholders,

Our industrial model fully integrates sustamability into our business strategy. |n 2013, this enabled us to continue our
growth, canfirming us as a leader in the main facets of the energy transition.

WYie are the largest private distributor of electricity in the waorld, with 73 million end users in a variety of the planet’s large
urban areas, and we are the leading private operator in renewable energy globally, with 45 GW of managed capacity'™.
Among private companies, we have the largest customer base in the warld in the retail segment as well, with around
70 millian customers, and we are well positioned to seize the opportunities created by the trend towards electrification.
Qur salid performance in recent years has strengthened the market’s confidence in us. During the year, Enel’s stock
price posted a gan of 40%, exceeding €7 cutpertorming the ltalian index (FTSE-MIB: +28%) and the sector index
{Euro STOXX Utilities: +22%) and has also been includad in the STOXX Europe 50 index, which brings together the fifty
largest companies in Europe.

The macroeconomic environment

In 2019, the global economic growth was sluggish, continuing the slowdown that had already begun in the 2nd Half of
2018 Trade tensions between the United States and China, together with geo-pelitical strains and the persistent clima-
te of uncertainty about the cutcome of the Brexit negotiations, impacted investment decisions until the final months
of the year. Responding to the deteriorating global envircnment, central banks altered their monetary policy stances,
with the Fed and the ECB aggressively cutting interest rates and restoring their quantitative easing policies.

2019 was also marked by a further deceleration in the Chinese economy, while in the United States the economy con-
tinued 1o e supported by resilient domestic demand, with private consumption still strong.

Growth in the eurc area was modest, averaging +1.2%. This performance mainly reflacted the decling In output attribu-
table to the weakness of non-European demand, partially offset by a relatively healthy domestic market.

In Latin Armerica, economic conditions in 20189 were weaaker than in 2018 but the picture was mixed, with countries
such as Colombia demenstrating a solid foundation, while others were more exposed to the volatility of the macroe-
conomic and political context, including Argentina. Brazil posted a strong recovery in economic activity in the last two
guarters of 2013, but the slowdown in the Chinese economy and pressures on commodity prices curbed GDP growth.
During 2019, the il market was buffetad by volatility, with the price of Brent fluctuating up and down. In general, prices
were lower than last year, indicating a structural weakness in global demand.

The gas market was characterized by a global surplus of LNG demand, which diverted flows toc Europe, causing stocks
to rise to record levels and a sharp drop in prices.

The decrease in the price of gas in combination with strains on the price of CO,, which was especially volatile in 2019,
led to a weakening of the competitiveness of coal, especially in the thermal generation sector, which was reflected in
a drop in demand and the price of fuel.

At the end of 2019, the initial cases of the coronavirus pandermic (COVID-19 were registered inWuhan {China), placing
great strain on the socal and economic systems of many countries around the world,

Performance

In 2019, the Enel Group continued its growth, hitting all the targets we had set ourselves, despite the detericration
in the competitiveness of conventional generation. This prompted us to write down almost all the Group's coal-fired
plants and contributed to the continuing instability in scme Latin American econcniies,

Mare specifically, the Group ended the year wath ordinary EBITDA of €179 billion, an ncrease of 10.8% campared
with €16.2 billion in 2018, outperforming our guidance to investors. Net ordinary income, the aggregated on which the
dividend is calculated, reached €4.8 hillion, an increase of 17% compared with the previous year. The diadend for 2013
i3 about €0.33 per share, an increase of 17% compared with the €0.28 paid in 2018 and the minimum dividend guaran-

) In addition to installeo copac ty, this ncludes that nmsnaged by associates or joint ventures labout 3 7 GV
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tead to shareholders. The ratio of FFO to net debt, an indicator of our financial strength, reached 26% at the end of the
year, exceeding the target set for 2019, Net debt amounted to €45 2 billion, lower than the forecast announced to the
market, although higher than the previous year dug to the application of new accounting standards, the extraordinary
transactions completed during the period and the increase in investrnent for growth,

Main developments

Cn the generation front, Enel reached a new record in 2019, building 3.029 MW of new renewable capacity globally,
thanks to a solid, well-drersified and continuously expanding project pipeline. Consolidated installed renewable capaci-
ty reached 42 GW and exceeded thermal generation capacity, which declined to 39 GW, This is an important step in the
Group's journey towards a cleaner and mare sustainable energy mix, which is also underscored by the rapid reduction
in specific CO, ernissions, which fell to 296 g/kWh__ (-20% compared with 2018} The target setin 2015 to reduce direct
emissions below 350 gkahm was thus achieved a year in advance.

The Group continued digitalizing its grids, wath an increase of 5.9 millions in the number of second generation smart
meters installed {for a total of 13.1 millions} and the development of innovative projects such as the Puglia Active
MNetwork (Italy] and Urkan Futurability {540 Paule, Brazil). These projects are aimed at improving the quality and resilien-
ce of power grids, thanks to the use of technologies such as distributed sensors, artificial intelligence and 3D modeling.
During the year, the installation of public charging infrastructure for electric vehicles continued in Italy, Spain and Ro-
mania and interoperability agreements were reached, giving Enel X customers access ta a netwaork of 78,585 charging
points. The Group also contirmed its leadership in the energy transition, suppoerting the electritication of public tran-
sport with the supply of charging stations for electric buges in Chile and Colombia. We have also confirmed our ability
to assist customaers in using energy more efficiantly, bringing the capacity of active demand management services to
6.3 GW and the total capacity of batteries installed wath industnal customers or directly connected to distribution and
transmissicn grids to 110 MW

Arimportant milestong in the digital transtormation was reached in April 2018 with the completion of the migration of
tha Group's data and applications to the cloud. Enel is the first of the world's major utilities to have achieved this goal,
with enormous advantages in terms of flexibility, speed, safety, resibence as well as efficiency. This step is also crucial
as a lechnological enabler of new business approaches, such as platforrn medels, which will be increasingly relevant
in Enel’s near future.

Armong extraordinary operations, the sale of the Reftinskaya coal-tired plant in Russia {3.8 GVV) by the subsidiary Enel
Russia to J3C Kuzbassenergo, a subsidiary of the Siberian Generating Company, was completed.

Enel Green Power North America restructured the joint venture with General Electric in the United States through the
acquisition of 100% of seven geothermal, wind and solar generation plants, for a 1otal of 850 MW, and the sale ot 80%
of a 785 MW portfolio of US wind farms to CalPERS.

In Brazil, acting through our subsidiary Enel Green Power Brasil Participagdes Ltda, the Group finalized the sale of
100% of three fully operational renewable plants with a total capacity of 540 MW to the Chinese company CGN Ener-
gy International Holdings Co. Limited.

In ltaly, the Mercure biomass plant was sold to F21 SGR, an operation that was part of an agreement between the Engl
Group and F21 SGR for the sale of the entire portfalio of biomass plants in [taly.

Finally, in the 1st Half of 2019, using a total return swap (TRS] transaction on Enel Américas shares, the Group increa-
sed its stake in that campany by 5% and now holds an interest of about 80%.

With regard 10 finance, after the third €1 billign green bond issued in January, the year culminated with the issug of
two SDG-Linked bonds, the first bonds in the world linked directly to the Sustainable Develoepment Goals (SDGs) set
by the United Nations with its 2030 Agenda. The two operations raised a total of €3.9 billion on the American and Eu-
ropean markets, attracting great interest from the international financial community. Oversubscribed by an average of
3.6 times supply and a cost discount of Lp 10 20% compared with conventional financing instruments, the operation
led to Enel winning the "ESG Issuer of theYear” award from International Financing Review.

Strategy and forecasts for 2020-2022

The world of utilities 13 experiencing an era of profound transformation, rmainly driven by the ¢hallenge of decarbonizing
the energy sector. The progressive shift of generation from fossil fuels to renewable sources, tagether with the accele-
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ration in the electrification of hinal consumigtion, will be the main trends in the energy transition. Energy infrastructures
and digital platferms will be key factors in enabling this transition and achieving the United Nations' Sustainable Deve-
lopment Goals. The sustainable strategy and the integrated business maodel developed in recent years have allowed
the Group 1o constantly create value and will allow us to benefit from the opportunities emerging from this transition,
while limiting the related risks.

Thanks to a development model based on the crganic buld-out of renewahble generation assets that gives us great
flexibility in the uge of capital, the Group is capable of responding swiftly to any unexpected scenario changes that
could ke triggered by the pandernic that has been spreading around the world in these last few months.

In Novernber 2019, Enel presented the 2020-2022 Strategic Plan, which, while confirming the strategic direction alre-
ady set explicitly integrates the SDG ohjectives into our financial strategy.

The growth path outlined in the Plan shows a steady acceleration in performance, with a target for the Group's ordinary
EBITDA of €20.1 billion in 2022, compared with €178 billion in 2012 (+12%}.

In the next three years, the Group expects gross organic capex of around €28.7 billicn (an ingrease of 11% compared
with the previous plan), of which more than 80% is attributable to the four SBGs on which the strategy is based: SDG
7 - Affordable and Clean Energy: S0G 9 - Industry, Innavation and Infrastructure; SDG 11 - Sustainable Cities and Com-
munities; and S0G 13 - Climate Action.

Of 1otal organic investment, more than €12.5 billion will be dedicated to the construction and maintenance of re-
newable genaration plants, with renewable capacity to reach 80 GW by 2022, At the same time, the Group will canti-
nue to progressively eliminate coal-fired generation, with a 74% decrease in such output as early as 2022,

Thig strategy is consistent with Enel's commitment to the fight against climate change, which was further strengthe-
ned in September 2013 with the setting of a new target: reducing direct CO, emissions per kiWh by 70% by 2030,
compared with 2017 levels. This target has been certified by the Science Based Targets initigtive, the world's most
authoritative initiatrve to support the definition of science-based targets that encourage companies to support the
transition towards a zero-emission econamy, in ling with the objactives of the Paris Agreement. [n parallel, Enel has set
anather new target, alsa certified by the Science Based Targsts initiative, namely to reduce indirect emissions associa-
ted with the consurnption of gas by Enel end users by 16% by 2030,

With regard to grids, investrnents of around €11.8 billion are planned, with the aim of further improving their resilience,
gualty and efficiency, thanks in part 1o the use of the new generation of smart metears, which in 2022 will number al-
mast 29 millians, and the adoptian of a platform business maodel that will make operations in all the countries in which
we operate more effective.

Finally, the Group will invest a total of €2.2 billion in the retail segment and in Enel X 1o strengthen the central role
of the customer, gaining an advantagecus position in view of the growing electrification of energy consumption. The
development of global platforms and ecosystems will allow us to make new services avallable to customers, enabling
further creation of value for the Group. By 2022, there will be around 35 million custormers in the free market, with 10.1
GWW of active demand managernent capacity and 736 MW of installed electricity storage,

The soundness of our business model and the flexibility noted above in the use of cash flows in organic investment
anable us to confirm the dividend policy based on a pay-out of 70% of the Group’s net ordinary income and 1o extend
the minimum dividend per share for the entire 2020-2022 periad, with Enel expecting to use its profits in 2020-2022 to
pay the greater between ) a dividend per share based on a pay-out of 70%; and bl a minimum dividend per share of
€0.35, €0.37 and £0.40 respectively.

At a moment of great instabilty in the global scenario, we face the future wath confidence, drawing strength from what
we have built and the value of our peaple.

Patrizia Grieco Francesco Starace
[ T e e LI oS TI IR IR FPRI Y Y T
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Business model

The Enel Group is cormmitted to developing its business madel
in line with the objectives of the Pans Agreement (COF21), Le.
to limit the increase in global average temperature to less than
2 °C above pre-industrial levels and to do everything possible
to limit the increase to 15 °C. In 2019, Enel officially renewed
this commitment, responding to the reguest for action by the
United Mations by signing a commitment to take action to lirmit
the increase in global temperatures to 1.5 *C and to achisve zaro
emissions by 2050,

Enel X: this

Business Line is emabling

the energy transition by acting as

an accelerator for electrification and
decarbonization of customers, helping
them to use energy more efficiently,
leveraging the assets of the Enel Grouwp
through the delivery of innovative services.

Taking advantage of the synergies between the different bu-
singss areas, acting through the lever of innovation, and con-
ducting its operations on the basis of Open Power principles, the
Enel Group seeks 1o develop solutions 1o reduce envirenmental

16

In order to be able to effectively face all the risks and seize all
the opportunities that the rapidly changing energy sector pre-
sents, Enels business model has defined roles for all of the
Group’s major arganizational units. Each Country operates in its
geographical area in a matrix relationship with the broader Glo-
bial Business Lines, managing activities such as relations with
local communities, regulatory authonties, retail markets, local
communication and so on. The mission of each business can be
surmmarized as follows.

Global Infrastructure & Networks: in developing
and operating infrastructure that enables the
energy transition, the Group ensures the reliabi-
lity in the supply of energy and the quality of
service to communities through resilient and
flexible networks, leveraging efficiency,
technolegy and digital innovation, and ensu-
ring appropriate returns on investment and

cash generation.

impacts, meeat the needs of customers and the local communi-
ties in which it operates and ensure high standards of safety for
employees and suppliers.

™
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Enel around the world

The Enel Group has a presence in 48 ¢countries on the various continentg, with more than 850 subsidiaries.
The following map shows the distribution of the Enel Groug across the globe.
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At December 31, 2019, the fully subscribed and paid-up sha-
re capital of Enel SpA {("Enel” or the "Company"} totaled
€10,1686,679,348, represented by the same number of ordi-
nary shares with a par value of €1.00 each. Share capital is

At December 31, 2019, based on the shareholders register
and the notices submitted to CONSOB and received by the
Company pursuant toc Article 120 of Legislative Decres 58
of February 24, 1998, as well as other availlable information,

Since 1989, Enel has been listed on the Mercato Telematico
Azionaric organized and operated by Borsa ltaliana SpA. Enel’s
shareholders include leading international investment funds,
insurance companies, pension funds and ethical funds.

The number of Environmental, Social and Governance (ESG)
investars in Enal has been rising steadily: at December 31,
2019, socially responsible investors {SRIs) held around 10.8%

Setail
nwastors

Ministy for the Fooromy
a~d [ nance

20

unchanged compared with that registered at December 31,
2018. Nate that a total of 1,543,152 treasury shares were ac-
auired in 2019,

shareholders with an interest of greater than 3% in the Com-
pany's share capital included the Ministry for the Economy
and Finance {with a 232.580%: stake} and Capital Research and
tanagement Company {with a 5.029% stake).

of the share capital {compared with 10.5% at December 31,
2018), wvhile investors who have signed the Principles for
Responsible Investment represent 43% of the share capital
fcompared with 39.1% at December 31, 2018).

[=stitutional
IVESTOrS

™
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BOARD OF STATUTORY AUDITORS

Chairman Auditors
Barbara Tadolini Romina Guglielmetti
Claudio Sottoriva

Alternate auditors

Maurizio De Filippo

Francesca Di Donata
Piera Vitali

AUDIT FIRM

EY Spi

Enel shareholders
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The corporate governance systam of Enel SpA ("Enel” or the
“Company i complies with the principles set forth in the Cor
porate Governance Code for listed companies (the " Corporate
Governance Code”}, as amended in July 2013, adopted by the
Company. and is also inspired by international best practice.

The corparate governance system adopted by Enel and its
Group is esgentially aimed at creating value for the sharehol-

ders over the long term, taking nto account the sacial impor
tance of the Group’s business operations and the conseqguent
need, in conducting such operations, to adequately ¢onsider
all the interests involved.

In compliance with [tahan lagislation govarning listed compa-
nies, the Group's organization comprises the following bodies.

SHAREHOLDERS'
MEETING

Audit Firmr
EY SpA

BSA

BOARD BOARD
OF DIRECTORS OF STATUTORY
AUDITORS
CONTROL NOMINATION CORPORATE RELATED PARTIES
AND RISK COMMITTEE AND COMPENSATION GOVERNANCE COMMITTEE
COMMITTEE AND SUSTAINABILITY
COMMITTEE

22
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meetings held

by the Board

in 249, in 8 of
which it addressed
issues connected
with climate

and their impact
on strategigs,
aperations and
sustainability

It 15 charged with deciding, among other things, in either ordinary or extraordinary session:

the appointmeant and remaval of the members of the Board of Directors and the Board of Statutory
Auditors and their compensation and undertaking any stockholder actions;

the approval of the financial statements and the allocation of profit;

the purchase and sale of treasury shares;

remuneration policy and its implementation;

share awnership plans;

amendments to the bylaws;

mergers and demergers;

the issue of convertible bonds.

It is charged with managing the Company and is therefore vasted by the bylaws with the broadest
powears for the ordinary and extraordinary management of the Company, and specifically has the
power 1o carry out all the actions it deems advisable to implement and achieve the corporate pur-
pose.

With regard to the issue of sustainability'™, including climate change, it is responsible for examining
and approving the carporate strategy, including the Group's annual budget and Business Plan, which
incorporate the main abjectives and actions that the Company plans to undertake to lead the energy
transition and tackle climate change, promaoting a sustainable business model that creates long-term
value.

It also performs a policy-setting role and provides an assessment of the adequacy of the internal con-
trol and risk management system (the ICRMS), determining the nature and level of risk compatible
with the strategic objectives of the Company and the Group. The ICRMS consists of the set of rules,
procedures and organizational structures designed to enable the identification, measurement, ma-
nagement and monitaring of the main risks to which the Company and its subsidiaries are exposed.
These risks include those that could arise in a medium- to long-term perspective, including the nsks
associated with climate change.

In compliance with the provisions of the ltalian Civil Code, the Board of Directors has delegated part of its management duties

to the CEQ and, in accordance with the recommendations of the Corporate Governance Code and apphcable legislation, has

appointed the following committees from amaong its members 1o provide recommendations and advice.

meetings held by
the Committes

in 2019, in b of
which it addressed
issues connected
with climate

and their impact
on strategies,
operations and
sustainablity

It assists the Board of Directors in assessment and decision-making activities conceming, among other
things, sustainability, including any relevant climate issues connected with the operations of the Group
and its interaction with all stakeholders.
A majority of its memibers are independent directors and in 2019 it was composed of a Chairman and
two Independent dirsctors.
With regard to sustainability issues, it examines:
the guidelines of the Sustainability Plan, including the climate objectives set out in the plan;
the general structure of the Sustainability Report, which includes the Non-Financial Staterment,
and the approach to disclosures on climate change adopted in those documents, issuing a prior
opimion 1o the Board of Directors, which is responsible for approving these documents.

1) Bustainability comprises 'ssues coennected with ' nate crange, atmcspheric eissions, managing water resources, biodiversity, 11e circular econoy, health
and safety, drearsity, managemeant and developmeant of emaloyess, ralat ans wath comrmunihies ang customers, e supply chain, ethical conduct and human

rights

The Enel carporate governance system 23
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meetings held by
the Committes

in 2018, in 6 of
which it addressed
issues connected
with climate

and their mpact
On strategias,
operations and
sustainability

meetings held by
the Committe in
2019

meeting held by the
Committe in 2019

meetings held by
the Board in 2019

24

It supports the Board of Directors in performing its duties regarding internal control and risk mana-
gemnent, as well as evaluating the pericdic financial reports.

It is composed of non-executive directors, the majority of whom ({including its Chairman) are inde-
pendent. In 2019 it was made up of four independent directors.

It also examines the content of the consolidated financial statements and the Sustainability Report,
which includes the Non-Financial Statement relevant for the purposes of the ICRMS and contains
corporate disclosures on climate issues, issUIng a prior opinion on these aspects to the Board of
Directors, called to approve those docurments.

It supports the Board of Directers in decisions concerning the size and composition of the Board
itself, as well as the remuneration of executive directors and key management parsonnel.

It is composed of non-executive directors, the majority of wham (lincluding its Chairman) are inde-
pendent, In 2019, it was made up of four independent directors.

In 2019, it confirmed the establishment of performance targets connected with sustainability issues
for the short- and long-term variable remuneration of top management.,

It performs the functions provided for in the relevant CONSOB regulations and in the specific Enel
procedure for transactions with related parties. issuing in particular a reasoned opinion on the tran-
sactions governed by the procedure,

It 15 composed of independent, non-executive dirgctors, In 2018, it was made up of four independent
directors.

It is charged with oversesing:

compliance with the law and the bylaws, as well as compliance with the principles of sound administration
IN carrying out corporate activities;

the financial reporting process and the appropriatenass of the organizational structure, the internal control
systern and the administrative-accounting systern of the Company;

the statutory audit of the annual accounts and the consclidated accounts, as well as the independence of
the Audit Firm;

the approach adopted in implementing the corporate governance rules envisaged by the Corporate Go-
vernance Code.

The Chairman 12 vested by the bylaws wath the powers 1o represent the Company and 1o sign on its behalf.
Presides over Shareholders” Meetings.

Convenes the meetings of the Board of Directorg, establishes the agenda and presides over its pro-
ceadings, ensuring that sufficient information on the issues being addressed in the agenda is provi-
ded in a tmely manner to all members of the Board of Directors and the Board of Statutory Auditors,
Ascertains that the Board's resolutions are carried out.

Pursuant to a Board resolution of May 5, 2017 the Chairman has been vested with a number of ad-
ditional non-executive powers.

In the exercise of the function of stimulating and coordinating the activities of the Board of Direc-
tors, the Chairman plays a proactive role in the process of approving and monitoring of corporate
and sustainability strategies, which are sharply focused on the decarbonization and electrification of
energy consumption.

In addition, during 2019 the Chairman also chaired the Corporate Governance and Sustainability Committee,
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Like the Chairman of the Board of Directors, the CEQ is vested by the bylaws wth the powars 1o re-
present the Company and to sign on its behalf, and in addition is vested by 8 Board resolution of May
B, 2017 with all powers for managing the Company, with the exception of those that are otherwise
assigned by law or the bylaws or that the aforesaid resclution reserves for the Board of Directors.

In the exercise of these powers, the CEC has defined a sustainable business model, delineating a
strategy to lead the enargy transition towards a low-carbon madel.

The CEO reparts to the Board of Directors and the Board of Statutory Auditors on the activities perfor
med in the exercise of the powers granted 1o hirm, including business activities consistent with Enel’s
commitment to address climate changs.

The CEO has also been designated as the directar responsible for the ICRMS.

He represents Enel in various initiatives that deal with sustainability, holding positions of leadership in
warld-rengwned institutions such as the United Nations Global Compact and the Global Investors for
Sustainable Development {GISD) Alliance launched by the United Nations in 2012,

This is performed by a specialized firm entered in the appropriate register of auditors, which is
appointed by the Shareholders’ Meeting on the basis of a reasoned proposal from the Board of
Statutory Auditcrs,

In 2013, the Cormpany also organized a special induction prograrm 10 provide the directors with an under-
standing of the sectors in which the Group operates, including issues related to climate change and the
related impact on industrial strategy and corporate operations.,

At the end of 2019 and during the first two months of 2020, the Board of Diractors carned out, with
the assistance of a speciglized independent advisor, an assessment of the size, cormposition and
functioning of the Board and its committees (the "board review ™), in ling with the most advanced
corporate governance practices accepted at the international level and incorporated within the Cor
porate Governance Code. This board review alsc analyzed specific aspects concerning the asses-
sment of sustainability issues by the Board of Directars. The board review was carried out using
a “peer review” approach, i.e. evaluating not only the operation of the body as a whaole, but also
the style and substance of the contribution made by each of its members. The results of the board
review confirmed an extremely positive overall picture of the operation of Enel's Board of Directors
and Board committees, mdicating that these bodies operate effectively and transparently, in strict
compliance with national and international best practice in the field of corporate governance, as
contfirmed by the advisor.
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For mare detailed information on the corporate governance  the Company's website (http/Awaww.enel.com, in the *Gover
system, please see the Report on Corporate Governance and  nance” section).
Ownership Structure of Enel, which has been published on
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The Enel Group structure is organized into a matrix that comprises:

The Global Business Lines are responsible for managing and developing assets, optimizing their
performance and the return on capital employed in the various geographical areas in which the Group
operates. The Business Lines are also tasked with improving the efficiency of the processes they
manage and sharing best practices at the glohal level. The Group, which also draws on the work of an
Investment Committee'?, henetits from a centralized industrial vision of projects in the various Business
Lines, Each project is assessed not only on the basis of its financial return but also in relation te the
best technologies availlable at the Group level, which reflect the new strategic line adopted, explicitly
integrating the SDGs wathin our financial strategy and promoting a low-carbon business model.
Furthermors, each Business Line contributes 1o guiding Enel’s leadership in the energy transition and
in the fight against climate change, managing the associated risks and opportunities in its ares of
competence. In 2019, Glebal Power Generation was created with the merger of Enel Green Power and
Global Thermal Generation to canfirm the Enel Group’s leading role in the energy transition, pursuing
an integrated process of decarbonization and the sustainable development of renewable capacity. In
additicn, the Grid Blue Sky project was launched. Its objective is to innovate and digitalize infrastructures
and networks in order to make them an enabling factor for the achieverment of the Climate Action
objectives, thanks to the progressive transfarmation of Enel into a platform-based group.

Regions and Countries are responsible for managing relationships withiinstitutional bodies and regulatory
authorities, as well as selling electricity and gas, in each of the countries in which the Group is prasent,
while also providing staff and other service support to the Business Lines. They are also charged with
promoting decarbonization and guiding the energy transition towards a low-carbon business model
within their areas of responsibility. In 2013, the Graup’s geographical organization in the Armencas was
revised with the creation of the North Amenca Region, which includes Mexico, and the integration of
Costa Rica, Guaternala and Panarma into the Latin America region.

The tollowing functions provide support to Enel's business aperations;

The Global Service Functions are responsible for managing information and cormmunication technology
activities and procurement at the Group level. They are also responsible for adopting sustainability criteria,
including climate change issues, in managing the supply chain and developing digital solutions to support
the develeprment of enabling technologies for the energy transition and the fight against climate change.

The Halding Company Functions are responsible for managing governance processses at the
Group level. The Administration, Finance and Control function is also responsible for consolidating
sgenario analysis and managing the strategic and financial planning process aimed at promating the
decarbonization of the energy mix and the eslectrification of energy demand, key actions in the fight
against climate change,

12y The Group Invsstmen: Committes s made up of the heads of Adramnist-atior, Finance and Cantral, 1anavatnlicy, Legal and Corparate A%fars, Global Procure-
ment, the nesds of the Regions ond tha Business Lines.
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Enel Group Chairman
P Grieco

Enel Group CEQ
F. Starace

HLD

HOLDING FUNCTIONS

Administration, Finance and Control
A_ De Paoli

People and Organization
F. Di Carlo

Communications

Lagal and Corporate Affairs

R. Deambrogio G. Fazio

Innovability Audit

E. Ciaorra S. Fiori

Global Procuremeant Global Digital Solutions

S. Bernabei C. Bozzoli

GLOBAL BUSINESS LINE
Global Global Global Power Enel X

Infrastructure Trading Generation
and Networks

COUNTRY AND REGION L. Gallo C. Machetti A. Cammisecra F Venturini

ltaly C.Tamburi

lberia  J. D. Bogas Galvez

Europe and Euro-Mediterranean Affairs 8. Mori
Africa, Asia and Oceania A. Cammisecra
North America  E. Viale

Latin America M. Bezzeccheri

Enel organizational model
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Enel’s remuneration policy for 2019, which was adopted by
the Board of Directors acting on a proposal of the Nomination
and Compensation Committee and received considerable ap-
proval from the shareholders on the occasion of the Sharehol-
ders’ Meeting of May 16, 2019, was formulated on the basis
of national and international best practice, the guidance pro-
vided by the favorable vote of the Shareholders” Meeting of
May 24, 2018 on the remuneration poicy for 2018 as well as
the results of the engagement activity on corporate governan-
ce issues pursued by the Company between December 2018
and February 2019 with the leading proxy advisors and Enel's
institutional investors. In line with the recornmendations of
the Corporate Governance Code for listed companies, Enel's
remuneration policy for 2019 i1s designed to attract, motivate
and retain personnel possassing the professional skills most
suitable to successtully managing the Cormpany. incentivizing
achievement of our strategic objectives and ensuring sustai-
nable growth. It 15 also structured so as to align the interests
of managemeant with the prionty objective of creating sustai-
nable value for shareholders in the medium/long term and
promating the Enel mission and aur corporate values.
The 2019 remuneration policy adopted for the Chief Executive
Officer and General Manager and key management personnel
envisages:
a fixed component;
a short-term variable component {IMBQO) that will be paid
out on the basis of achievernent of specific performance
objectives. Namely:
for the CEQ, shart-term objectives have been set for
the following components;
consclidated net ordinary incoms;
funds from cperations/consolidated net financial
debt;
Group opex;
warkplace safety,
for key management personnel, objective annual go-
als connected with their business area have been set,

28

differenuated by the functions and responsihilities as-

signed to them;
a long-term vanable component linked to participation in
specific long-term incentive plans. In particular, for 2019
long-tarm variable remuneration is linked to participation
in the Long-Term Incentive Plan 2018 (72012 LTI Flan”),
which establishes three-year performance targets for the
following,

Enel's average TSE {Total Shareholder Return} compa-

red with the average TSR for the Euro STOXX Ultilities

- EMU index for the 2018-2021 period;

ROACE {Return on Average Capital Employed), cumula-

tive for 2018-2021;

CO, emissions of Enel Group generation plants in 2021,

The 2019 LTI Plan establishas that any bonus acorued is re-
presentad by an equity compaonent, which can be supplermean-
ted - depending on the level of achievement of the various
targets — by a cash compenent. More specifically, the Plan
envisages that 100% of the basic bonus of the Chief Executi-
ve Otficer and General Manager and 50% of the basic bonus
of key management personnel will be paid in Enel shares pre-
vigusly acquired by the Company.

The disbursement of a significant portion of long-term va-
riable remuneration (70% of the total) is deferred to the se-
cond year following the three-year performance period cove-
red by the 2013 LTI Plan,

The estabhshment of a target in the 2012 LTI Plan for CO,
emissions {grams per kWh equivalent produced by the Group
in 2021] and a target in the shart-term varnable remuneration
gystem of the Chief Executive Officer and General Manzager
linked to workplace safety is designed to promote the imple-
mentation of a sustanable business model.

A detailed description of the remuneration policy for 2019 and of
remuneration paid in 2018 is provided in Enel’s 2019 Rermunera-
tion Report available on the Company's website {www.enel.com),
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On May 16, 219, the Ordinary Shareholders’ Meeting of
Enel SpA {"Enel” or the "Company”} approved the Long-
Term Incentive Plan for 2019 {72018 LTI Plan® cr "Plan”} for
the management of Enel and/far its subsidiaries pursuant to
Article 2359 of the Italian Civil Code, granting the Board of
Directors all the necessary powers to implement the Plan,
The heneficiaries of the Plan - whose characteristics are descri-
bed in detail in the information document prepared pursuant to
Article 84-bis of the CONSOB Regulation issued with Resolu-
tion no. 11971 of May 14, 1993, which is availatile to the public
in the section of Enel's website {www.enel.com} dedicated to
the Shareholders' Meeting of May 168, 2019 — are the Chief Exa-
cutive Officer/General Manager of Enel and the managers of
the Enel Group who occupy key positions directly responsibile
for corporate performance or considered of strateqic interest, It
provides for the award to the beneficiaries of an incentive consi-
sting of a stock component and a cash component.

Thig incentive — detaermined, at the time of the award, on a
base value caleulated in relation 1o the fixed rermuneration of
the individual beneficiary - may vary depending on the degree
of achieverment of each of the three-year paerfonmance targaets
by the Plan, ranging from zero up 1o a maximum of 280% or
180% of the base value in the case, respectively, of the Chief
Executive Officer/Genearal Manager or the other beneficiaries.
The 2019 LTI Plan also provides that, of the total incentive
effectively vested, the bonus will be fully paid in shares in
the amount of {i) up to 100% of the base value for the Chief
Executive Officer/General Manager and {il) up to 50% of the
base value for the other bensficiaries.

The actual award of the bonus under the 2013 LTI Plan is

Incentive system

Year 4 Year &

ety Aol avsrare Lyalared payisas

subject to the achievernent of specitic performance targets
during the 2019-2021 periad {the so-called performance pe-
nod}. If these targets are achieved - and depending on the la-
vel of achieverment — 30% ot the stock and cash components
of the incentive will be paid to the beneficiaries in 2022 and
the remaining 70% 1n 2023.

In accordance with the resclution of the Board of Directors
of September 18, 2013 — which in implermentation of the au-
thorization granted by the Shareholders” Meeting of May 16,
2019 and in compliance with the related terms, approved the
start of a share buyback program to support the 2019 LTI
Plan in the maximum amount of £€10.5 million and a maxi-
mum number of 2.5 million shares - between September 23,
2019 and December 2, 2019, the Company purchased a total
of 1,649,152 treasury shares {equal 10 about 0.015% of sha-
re capital] at a weighted average price of €6.7779 per share
with a total value of €10.499,998.93. In granting the shares
under the Plan, 1,538,547 shares were awarded, although
actual disbursement to the beneficiaries remains subordinate
to the level of achievement of the performance targets.

The cost of the Plan is determined with reference to the fair value
of the equity instrumenits assigned during the year and is reco-
gnized over the duration of the vesting period in equity reserves.

Considering the market price of the Enel share on the grant
date {i.e., November 12, 20419}, equal to £6.983, the fair value
of the equity instruments on that date, taking account of the
nurmber ot shares granted, is equal 10 €10,743.674.

The far wvalue of the financial iIngtruments pertaining to the
vear, determined on the basis of the market price of the stock
at the end of the period, 15 equal to €350,987.
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A robust system of ethics underlies all activities of the Enel
Group. This system is embodied in a dynamic set of rules
constantly anented towards incorporating national and inter
national best practices that evervone who works for and with
Enel must respect and apply in their dally activities, The sy-
stermn s based on specific comphance instruments: the Code

In 2002, Enel adopted a Code of Ethics, which expresses the
Campany’s ethical responsibilities and commitments in con-
ducting business, governing and standardizing corporate con-
duct on the basis of standards aimed to ensure the maxirmum
transparency and fairness waith all stakeholders.

The Code of Ethics 1s valid n ltaly and abroad, taking due
account of the cultural, social and economic diversity of the
varicus countries in which the Group operates. Enel also re-
guires that all associates and other investees and its main
suppliers and partners adopt conduct that is in hne with the

Mo

Total reported violations of the Code of Ethics

Confirmed violations of the Code of Ethics

- o whlch wialations welving canticts of intarastbnibeany

of Ethics, the Compliance Model under Legislative Decree
231/2001, the Enel Global Compliance Program. the Zero-To-
lerance-of-Corruption Plan, the Human Rights Policy and any
other national compliance models adopted by Group compa-
nies in accordance with local laws and regulations.

general principles set outin the Codse.

Any violations or suspected violations of Enel Compliance
Programs can be reported, including in anonyrmous form,
through a single Group-level platiorm ithe “Ethics Point™). In
2019, the Code was updated to reflect a number of internatio-
nal prowisions concerning human rights and align the duties of
the units responsible for updating the document with current
organizational armangernents

2018 Change
166 144 22 15.3%
36 i 5 16.1%
& n 2 -20.0%

(1 Thie analysis ot reports received in 2018 was complomed in 2018 For that reascn, the norrber of verit ed violitions for 2008 was restatod from 30 to 31, The
additional vizlation s attiibutable to an issde with corplizncs wth avertime regulstions by 3 sugpler

Legislative Decree 231 of June 8, 2001 introduced into ltalian
lavy a systern of adimistrative fand de facto crimmal} hability for
companies for certain types of offenses commited by their
directors, managers or employees on behalf of or to the be-
nefit of the company. Enel was the first organization in ltaly to

30

adopt, back in 2002, this sort of compliance model that met
the requirements of Legislative Decree 231/2001 {also known
as “Model 2317}, It has been constantly updated to reflect de-
velopments in the applicable regulatory framewcerk and cur
rent organizational arrangements,

™
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The Enel Global Compliance Program for the Group's foreign
companies was approved by Enel in September 2016, It is a
governance mechanism aimed at strengthening the Group’s
ethical and professional commitment to preventing the com-
mission of crimes abread that could result in criminal lability
for the company and do harm to our reputation. ldentification
of the types of cnme coverad by the Enel Global Compliance

In compliance with the tenth principle of the Global Compact,
according to which “businesses should work against corrup-
tion in all its forms, including extortion and bribery’’ Enel 13
committed 10 combating corruption. For this reason, in 2006

we adopted the “Zero-Tolerance-of-Corruption {ZTC] Plan’

confirming the Group's commitrment, as described in both the
Code of Ethics and the Maodel 231, to ensure propristy and

In order 1o give effect to the United Nations Guiding Principles
on Business and Human Rights, in 2013 the Enel SpA Board
of Directors approved the Human Rights Policy, which was
subsequently approved by all the subsidiaries of the Group.
This policy sets out the commitments and responsibilities
in respect of human rights on the part of the employees of

Enel SpA and its subsidiaries, whether they be directors or

Values and pillars of corporate ethics

Fragram - which encempasses standards of conduct and are-
as to be monitored for preventive purposes — is based on illicit
conduct that is generally considered such in most countries,
such as corruption, ¢nimes against the government, false ac-
counting, money laundering, violations of regulations gover
ning safety in the workplace, environmental crimes, stc.

transparency in conducting company business and operations
and to safeguard our image and positioning, the work of aur
employees, the expectations of shareholders and all of the
Groug's stakeholders. Following receipt of the 150 37001 an-
ti-corruption certification by Enel SpA in 2017 the 27001 certi-
fication plan has gradually been extended to the main ltalian
and nternational subsidiaries of the Group. .

employees in any manner of those companies. Similarly, with
this formal commitment, Enel explicitly becomes a promoter
of the observance of such rights on the part of contractors,
suppliers and business partners as part of its business rala-
ticnships. Implementation of the activities provided for in the
action plans, which were prepared following due diligence an
the management system in 2017 continued in 2018
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Warld sconamic growvth in 20139 slowed markedly, confirming
the weakness that had emerged in the 2nd Half of 2018. The
trade tensions between the United States and China, the tu-
rmultugus geo-political environment and the persistent uncer
tainty linked to the Brexit negotiations curbed consumptiocn
and investment, These factors weare compoundead by the slow
pace of growth in China, which has stabilized at around 6%,
its lowest level in the last 30 vears.

The United States conunued its long expansion, displaying
resilient domestic demand and a job market with unemploy-
rment at historic lows (3.6%), as well as continuing real wage
growth of 3%. However, the restrictive monetary policy im-
plermnanted by the Fed has adversely affacted some sectors
of the ecaonomy, such as real estate, which has experienced
a sharp drop. In addition, manufacturing was hit hard by the
US-China trade war,

Growth was modest in the euro area, averaging 0.2% on a
guarterly basis.

The weakness is mainly attributable to the decling in exports
and the crisis in the auto sector, which has been particular
Iy significant for Germany. Domestic demand in France and
Spainh has been resilient, while economic activity has stagnat-
ed in Germany and ltaly.

In Latin America, economic conditions were weak and varied,
affected by strong polincal instability. The detericration in the
global context, the slowdown in the Chinese economy and
the decline in cormmodity prices had a major impact on the
entire area.

Argentina 15 in recession and the uncertainty generated by
the new ecanomic policies adopied by the Fernandez govern-
rment created concern about debit stability and the prospects
for recovery. GOFP contracted by 2.1% in 2019 and 1s expected
ta fall again in 2020,

The Chilean economy was shaken by the social uprisings last
October, which lad to a sharp contraction in the real econ-
omy towards the end of the year, penalizing the curréency
and slowing economic activity, Both the central bank and the

34

government intervened actively with a very accommadative
manetary and fiscal policy, which should allow the economy
10 normalize over the course of 2020.

In Brazil, economic activity was weak in the first part of 2019
due to the difficulties registered in industry and services,
while private consumption remained fairly resilient. Indicators
for the real economy have reversed course, however, show-
ing a strong recovery in the last two quarters. The approval
of pension reform has restored the confidence of firms and
consumers and paved the way for the start of a new cycle of
reforms in 2020,

In Colombia, economic activity outperformed the entire area,
driven by pnvate consumption and investment, daspite the
escalation of social unrest towards the end of the yvear.

In Peru, expansionary financial conditions sustained domestic
demand; howsever, the shock in the primary sector in thea first
part of the year impacted the economic recovery.

The authreak of the COVID-19 epidemic in China and the sub-
seqguent spread of new infections in other parts of the weorld
since the start of the year have radically altered the scenario
for 2020. At this peint, a strong global shock is expected hoth
on the supply side {i.e. interruptions of the supply chain and
production activities] and on the demand side {lower discre-
tionary consumption and investment due to the restrictions).
Among the mature economies, the eurg area is the maost at
risk, given the weight of manufacturing, chscretionary con-
sumption and exports in its econermy and the strong links with
Ching n the supply chain. By virtue of the restrictive mea-
sures adopted in many countries in the euro area, the praba-
bility that it will entar a recession in the 3rd Quarter of 2020
is now becoming high. Italy is already in recession from the
15t Cuarter of 2020 and any further restrictions imposed by
the Government threaten to ercde the econormic outlook for
the carrent year even further. Following the imposition of new
restrictions, Spain will also be sharply impacted, not only in
the services sector le.g. tourism) and discretionary consump-
tion but above all in manufacturing and other industry. Owing
to the weakness of their healthcare systems and the limited
scope to introduce expansionary fiscal measures 1o support

™
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demand {as well as their large debt exposure denominated in
foreign currengies), the emerging ecenomies are now highly
vulnerable.

At this juncture, the response of the central banks was rapid
and coordinated. The Fed aggressively cut interest rates {in
two extraordinary sessions), bringing them to their neutral
value {from 1.50-1.75% to 0-0.25%). The Bank of England
lowered its official interest rate to 0.10% from 0.75%. The
response of the ECE was focused entirely on the problem
of iquidity: it therefare did not cut rates but did intreduce a
massive monetary stimulus, First, it expanded its quantitative
aasing program by €120 killian until the end of 2020, greater
than expected, while at the same time more favorable con-
ditions were granted tor banks’ long-term refinanging opera-
tions. A €780 billion Fandemic Emergency Furchase Program

Italy

Spain
Partugal
Greene
Argentina
Ramania
Ruszia

Erazil

Chile
Caolaombia
Mexico
Peru

Canada
Urited States
Sauth Africa

was also created, easing the constraints of the previous quan-
titative easing program and thus allowing the ECE to purchase
maore [talian public debt securities.

Governments around the world are also intreducing major
fiscal stimulus measures 10 counter the economic conse-
quences of restrictions imposed to combat the coronavirus
pandemic. The support of the European Commission and the
possibility of derogating frorm the constraints of the Stabilty
Pact will allow the Italian government and those of other Eu-
ropean countries 10 implement the necessary measures to
promote economic recovery in the 2nd Half of the year,

In the caming months, a clearer picture of the ecanomic con-
sequences of the epidernic and the impact on the finangial
markets will certainly emerge.

Scurce; Mational statistical institutes and Ernel based cn data from ISTAT INE, EUROSTAT IMFE OECD and Global Insight,

Reference scenario

208
03 0.7
20 24
2.2 28
19 1.9
-2 2.4
4.2 45
1.3 22
1.1 1.3
1.0 4.0
33 25
-0.1 21
22 4.0
1.6 20
2.3 2.8
0.2 0.8
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e Change

Eurc/US dallar 111 1.181 5.25%
Eura/British pound 0,88 .85 S112%
EureSwiss tranc 1.11 115 -3.48%
US dallarfJapanese yen 109 MHA5 S1.31 %
U3 dollar/Canadian dallar 133 1.30 231 %
US dollarfAostrahan dollar 144 134 746%
US dallar/Russian ruble 62,90 8715 -6.20%
US dollarfArgentine pese 48.17 28.08 71.73%
U3 dallar/Brazilian real 3.94 385 7O5%
LIS dollarfChilean peso 702.85 £41.81 D 51%
US daollarfColomhbian peso 2280 2,956 10 5%,
US dollar/Peruvian nuove sal 2.34 3.29 1.52%
US dallar/idexizan peso 19.25 18.23 0.10%
S dollar/indian mupee 0,47 G840 2.85%
US dollar/South African rand 14.45 13.24 9.14%
%

2018 Changc
Italy 06 1.1 0.5
Spain 07 17 -1
Russia 4.5 29 16
Rarmaria 38 4.6 0.8
Inciia 3.7 3.8 02
South Afnica 4.1 46 .5
Argentina 538 3E8 148
Brazil a7 3.7 -
Chile 23 23
Colombia 35 3.2 03
Wexico 35 32 0.3
Fary 2.1 1.3 08
USA, 1.3 24 0.6
Canada 20 2.2 02

Interbank Offered Rates {IBORs) represent benchmarks for  assessment of the impacts on the financial instruments subject
rmast financial instrurnents marketed worldwide. to revision as well 85 on the organizational structures involved.
Over the years there have been several cases of manipulation  Note that management is aware of the associated risks and
of these rates by banks, and for this reason regulators around  for this reason these activities have been planned so as to
the world have begun a reform of the IBORs to restore the  complete the transition by the deadline set for 2021,
reliability and soundness of these benchmarks.

In vigw of the considerable uncertainty surrounding the timing of
the refarm in the transrtion phase, the Enel Group has launchad an
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Wolatility returned to the oil market last year. Observing devel-
opments in the price of Brent, we find alternating upnward and
downward price movements during 2019, with a peak above
%71 a barrel in April. before falling below $G0 a barrel in late
sUMMEr.

Despite the numerous events exerting downward pressure
on the global ol supply (the sanctions impossd by the Trump
administration on lrarian exports, the deterioration n the
crisis in Venezuela and the attacks on infrastructure in Saudi
Arabial, prices were lower than at the beginning of the year,
indicating a structural weakness in global demand.

The average API2 price of coal in 2019 tell by 34% compared
with 2018. This trend is attributable to two main factors: 1) the
drop in global dermand and 2) supply cuts that were nsufficient
to rebalance the fundamentals. The rapid drop in coal demand

Brent Fibksl
API2 g1

TTF EirWNh
co, en

After a 2018 characterized by constant growth, 2019 was in-
stead affhicted by considerable volatility, which first saw the
price of CO, allowances fall below €20/ton in February and
then nse to €30/on in July. The combination of mild tem-
peratures, uncertainty over Brexit negotiations and concerns
about possible risks associated with glohal macroeconcmic
growth strongly impacted markst developments.

Reference scenario

in Europe (with a decline of about 20% in imports compared
with a year earlier) was due both to a number of closures of
capacity and a replacement effect between coal and gas due
1o the greater cost competitiveness of combined-cycle plants.
On the supply side, Indonesia maintained its position as the
main exporter {a yearon-year increase of 40 millien metnc
tons), followed by Russia and Australia, while exports fram
Colombia and the United States decreased due to the decline
in demand from Europe.

During the past year, the weakening of Asian demand and
new liquefaction capacity entering the market led to a surplus
of LNG, which helped divert gas flows to Europe, first driving
gas stocks to record levels and then causing a sharp drep in
gas prices at all major Eurcpean hubs. The average TTF gas
price, for example, was €13.6/MWh, down 40% compared
with a year earlier.

208 Change
258 72 ST %
g1 a2 327 %
14 23 S381%
25 18 56.3%

The sharp decrease in gas prices combined with the rise in
the pnce of CO, has helped drnive changes in the generation
mix in some European countries, encouraging gas-fired gen-
eration even in countries like Spain, where coal has historically
represanted the marginal generation technoclogy.

37

ki

Ferfor v

X



Electricity demand

GWWh

g Change
Italy 319,597 321,410 0.7%
Spain 248,976 253,495 -1.8%
Romania 51,699 £2,014 (8%
Russia 301,808 505,916 3.5%
Argenting 133,323 137262 -2.8%
Brazil 594,368 583,025 1.9%
Chile 77064 8,175 1.2%
Colombia 1.1 89,176 2.9%
Paru 53,483 50,836 5.2%

[ Gross of grid Insses,
2) ELopelUrals.
Sourgce. Ereal based o1 TS0 figures.

In 2019, electricity demand trended downwards: in l[taly, de-  creased sharply 3% in Argentina due to recession in the
rmand cantracted by 0.7% compared with 2018, while Spain  country, while all other countries in which Enel has a presence
registered an even larger decling of 1.8%, reflecting weather  posted increases in electricity demand; Brazil +1.9%, Chile
developments, +1.2% and Colombia +2 9%,

Among the Latin American countries, slectricity demand de-

Electricity prices

Average Change in Avsrage Change in

. average . average

baseload price baseload price beakload price peakload price

[ l" . iy L. v [ 1 v Ny

2019 [EMNR] 30199016 2012 1€MW 2019-2018)

Italy 52.3 -14.6% 58.4 -14.2%
Span 475 A7 1% 51.2 -168.8%
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Eurocents/kWh

Final market {residential} '"

Italy

France

Rarmara

Spain

Final market {industrial}
Iraly

France

Romania

Spain

11 Annua pnee net of saxes - annual consumpnon of betuwesn 2 500 kBWh and 5,000 ki,

0.230
0.1765
0.1358
0.2403

01066
0.0704
0.0088
00843

121 Annus price net of g=es - annual consumption o beteiesn 70,000 MWh and 152,000 kW,

Source: Eurostat.

Natural gas markets

IMillions of

hHaly
Spain

72,947
34,218

2018
71,514
30,082

2018

0.2087
0.1754
0.1333
0.2383

0.0755
0.0688
0.0794
0.0280

1,433
4,153

Changs

Change

11.3%
0.6%

1.9%:
0.8%

41.2%
2.8%
24.1%
72%

2.0%
13.8%

Lagt year saw demand for natural gas rigse in ltaly {+2.0%), while demand jurmped sharply in Spain (+13.8%), mainly driven by

electricity generation.

Iillicns of mé

Distrbution grids
Industry

Thermal generation
Crther ™

Total

1 Inchudes ather scansumpnan and Insses.

31,650
14,002
25,775

1,520
72,847

Source: Ensl based on data from the M sy for Economic Developrment and Snarm Rese Gas.

Obserwing the gas demand by sectar, we see that the in-
crease in ltaly in 2013 is due exclusively to the thermal gen-
eration sector, which registered an increase ot over ten per

Reference scenario

ma
32,355
14,266
23,3481
1,532
71514

705
-264
2,414
-12
1,433

Change

combined-cycle generation especially competitive.

2.2%
-1.9%
10.3%
-0.8%
2.0%

cent thanks to the steep decline in the VTP price, which made
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In the following pages, Enel sets out its strategy founded on
decarbonization, innovation and digitalization, with a sharp
focus on the fight against climate change. Ve describe an
integrated business model directed at sustainable develop-
ment. In order to promote transparency in our climate-change
disclosures, we intend to give our stakeholders all the tools
and information they need to appreciate how the Group is
tackling climate change with diligence and determination.
Enel has therefore publicly committed irself to adoptng the
recormnmendations of the Task Force on Climate-related Fi-
nancial Disclosures (TCFDY™ of the Financial Stability Board,
which in June 2017 published spacific recommendations for
the voluntary reparting af the financial impact of climate risks.
The Group is also taking on board the "Guidelines on report-
ing climate-related information” published by the European
Commissionin June 2019, which, together with the TCFD rec-
ommendations and the GRI standard?, constituted the main
benchmark framework for the Group’s reporting on climate
change issues in 20719,

The Enel Group s committed to developing a business model
that s consistent with the abjectives of the Paris Agreement
{COPZ21F* to contain the average increase in global tempera-
ture below 2 °C compared with pre-industrial levels and to
continue to limit this nse 1o 1.5 °C. In 2019 Enel officially reaf-
firmed this commitment, responding to the call for action by
the United Nations and being the only [tahan company to sign
the commitment to imit the increase in global temperatures
to 1.5 °C and 1o achieve zero emissions by 2050.

The Group's ambition for leadership in the ensrgy transition
and the fight against climate change was further strength-

ened in 2019: the target for the reduction of direct emissions
from generation by 2020, which was set in 2015 at 350 of
kWwh_ of CO, with a 25% reduction compered with 2007, was
achieved one year earlier. In fact. 2019 closed with a reduc-
tion of 37% compared with 2007 to 296 g/kWh_ of CO  This
objective has been certified by the Science Based Targets ini-
tiative {SBTIH as consistent with the 205" scenano of the
Internaticnal Energy Agency, which defines an energy system
developmeant path and an emission trajectory consistent wath
at least a 50% chance of limiting the average global tempera-
ture rige t0 2 °C. As a result, the reduction target for 2020 hag
been updated in the new 2020-2022 Strategic Plan to 254 gf
kWh  of CO.

In September 2019, Enel further enhanced its commitment
by setting a new target for 2030, with which it undertook to
reduce direct CJ, emissions per kvWh by 70% by 2030 {Scope
1} compared with 2017 This target, for direct emissions from
elsctricity generation, is nearly three times as ambitious as
the previous objective for 2020 and is fully aligned with the
Paris Agreement (COP211. In addition, the objective has been
certified by the Science Based Targets intiative. which is cur
rently the most ambitious certification criterion available for
the utility sector and is consistent with the Well Below 2C
pathway of the SBTi and the IEA B2DS scenaric. This accel-
eration is also a response to the appeal of the Intergovern-
mental Panel on Climate Change {IPCC) as part of its effort to
strengthen the global response to the climate change threat.
Included in the special report, the appeal warns of the impacts
of global warming of 1.5 “C above pre-industrial levels and the
related global greenhouse gas emission pathways.

1% Tha TCFD 15 the task force established by the Finanoal Szatulity Boad in Decermnbear 2018 1o develop vallatary guidelnes and recommendations for companies
in oroder 1o provide intermation e all stakeholders on tboe isks and opportumtics gssocisted with clirmate change

2y The Global Reperting Initiative 1a an independent internaticnal arganization that develops global reperting standards for sustainatsility.

13 The agreement reached in December 200581 Lhe 2150 meeling of The Conlerence of Lhe Parlies (COP2 1) ingorparales @ commitrnenl (o hiral Lhe ingregse slobal
temperatura to below 2 °C and — | possible - below 1.6 "C compared wath pre-industrial levels.

(v Anmbalve 1o provide companies wilh largens lor reducing greerhouse gas emissons (GHG) consistar| with what he current level of sownulic knowledge

deerns necessary for limiting the rse in glebal teniperature well belows of 2 °C.

8y The 205 scenans descnbies an erargy svstarm consistent with an emuss cns trajectory which, ittt an BOY protiabality, would make f gossible 1o it the

increase in the average gohal temperature to no rrore than 2 °C

40

™

Consolidated Annual Report 2019 o



17 e

>

Scope 1

g S0 e

In parallel wath direct emissions, the Group has set a new
rarget, also certified by the Science Based Targets initiative, 10
also reduce indirect emissions associated with the consump-

Scope 3 gas retail

i D0

LI T L I L B O Rt PRI CR TR LT A PR

The Group develops short-, medium- and leng-term scenari-
os for the energy industry and far macroeconomic and finan-
cial conditions in arder to support its strategic and indusirial
planning and the evaluation of investments and extracrdinary
corporate transactions, The role of climate change in these
scenarios is increasingly important in terms of:

acute phenomena (heat waves, flooding, hurncanes etc.)

and their potential impact on industrial assets;

chronic phenomena related to structural changes in the cli-

mate, such as the rising trend in temperatures, rising sea

levels etc., which bring about changeas in the output of gen-

eration plants and in electricity consurmnption profiles in the

residential and commercial sectors;

transition of the various industrial and business sectors to-

Reference scenario

2496

FULL decarbonication
lay 2050

125

tion of gas by the Group's end users {(indirect emissions from
the use of products sold), which represent a significant source
of indirect Scope 3 emissions, by 16% by 2030,

FRREN T LI NN PN L

wards a green eccnomy characterized by ever lower emis-
sion levels.

The issues connected with future trends in climate varigbles
{in terms of acute and chronic phenomenal define the so-
called “physical scenario”? while the 1ssues associated with
the industrial and economic transition towards solutions 1o
reduce atmospheric concentrations of CO, are the charac-
teristic elements of the “transition scenario’ The adoption of
these scenarios and their integration into cerporate processes
takes account of the guidelines of the TCFD and enakles the
assessment of the risks and opportunities connected with cli-
mate change.
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Among the climate projections developed by the Intergavern-
mental Fanel on Climate Change (IPCCF on a global scale,
the Group has selected two representing a specific level of
emissions {the so-called "Representative Concentration Path-
way ")
Representative Concentration Pathway 2.6 (RCP 2.6}
compatible with global warming of less than +2 °C above
pre-industrial levels by 27100, or an average of about +1 °C
in 2081-2100;
Representative Concentration Pathway 8.5 (RCP 8.5}
compatble with a scenaric where no particular measures
are taken 10 combat climate change, 2 so-called "business
as usual scenaric! In this scenarie, a mean global termpera-
ture increase of about 4.3 °C above pre-industrial levels is
forecast for 2081-2100.

In the RPC 8.5 climate projections, the Mediterranean and
Central/South Amenca will expenence a significant increase
in average tempearatures and a substantial decline in precip-
itation, with the eftects becoming maore pronaunced in the
second half of the century and the impact in¢redsing up to
2100, In the RCP 2.6 scenario, the effects will be similar but
less intense, with the trend slowing in the second half of the
century, thereby producing a substantial differential between
the two scenarias in 21040.

The scenarios are global in nature. Accordingly, in arder to de-
terminga their etfacts in the areas of relevance for the Group,
a collaborative initiative has been started with the Earth Sai-
ences department of the International Center for Theoretical
Physics {ICTP) of Trieste. As part of this collaboration, the
ICTP provides projections for the major climate variables with
a gnd resolution of B0 kv’ and a ferecast honzon running
from 2030 1o 2050. The main variahles are average tempeara-
tures, rainfall and snowfall and solar radiation. The first phase
of the study conducted in 2019 involved Italy and Spain, with
the consequent definition of a preliminary physical scenano.

Italy

Acute phenomena: in the ZQ30-20%Q period, heat waves are
expected to increase appreciably both in terms of freguen-
cy and geographical distribution, especially in the southern
regions of the country. In these scenarios, the intensity of
extreme rain and snowfall events increases sharply, but their
frequency declines cornpared with historic trends,

Chronic phenomena: the avarage annual temperature is expact-
gd to increase over the 2030-20580 period in both the RCP 2.6
and 8.5 scenarios. In the RCP 8.5 scenario, the temperature is
expected to rise by an average of 0.4 °C compared with the BCP
2.8 scenanio in the 2030-2050 period, with the differential then
widening signhicantly in the secand half of the century. Chron-
ic changes in termperature can be analyzed to cbtain infarmation
on the potential effects on cooling and heating demand in local
energy systerns. In terms of heating days (HDs), i.e. days with a
temperature below 15 “C, and coolng days 1C0s), or days with
a temperature above 24 *C, the 2030-2050 period will see HDs
decrease by 14% and CDs increase by 60% in the RCP 2.6 sce-
narig, while the RCP 8.5 scendrio will see a larger decling in HD3
-17%} and a larger increase in COs {+80%).

RCP 2.6

RCP 85

Heating days (HDY
Coaling days 12D

51 The IPCE, foandec in 1968 Ly the UMEP (United Matiors Envircninient Frogramt and the WO tdarld Meteorclogical Qrganization!, is the nain internaticnal
Loy for t1e assessmant of chimate change. The IPCO provides scance-based chmate analysis in arder to suppart govarnmerts in develkoping po aes 0 combat

chmate ciange.
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Spain

Acute phenomena: over the 2030-2050 period, heat waves
are expectad o Increase appreciably in fregquency, with their
geagraphical spread expected to expand, especially in the
southern area of the country. Extreme rainfall will increase
in intensity but its frequency will decline. At the same time,
extreme snowtalls will largely remain located in the current
geographical areas but their frequency and intensity could de-
cline sharply.

Chronic phenomena: the average annual temperature 15 ex-
pected to increase over the 2030-2000 period in both the RCP
2.8 and 8.5 scenarios. In the RCP 8.5 scenario, the tempera-
ture is expected to nse by an average of 0.4 °C compared with
the RCP 2.6 scerario in the 2030-2060 period, with the dif-
ferential then widening significantly in the second half of the
century. In terms of heating days (HDs) and cooling days (CDs)
the 2030-2050 penod will see HDs decrease by 6% and CDs
increase by 29% in the RCP 2.8 scenario, while the RCP 8.5
scenario will see a larger decline in HDs {-10%) and a larger
increase in COs (+43%!].

RCP 2.6

RCP 85

Heating days (HD)
Cooling days {CD)

Reaference scenario

The transition scenario depicts the evolution of industrial and
business sectors in an economic, social and regulatory con-
text consistent with different trends in greenhouse gas (GHG)
emissions and, therefore, is correlated with the RCP 2.6 and
8.5 climate scenarios. The Group has therefore equipped it
self with quantitative tools that incorporate assumptions re-
garding the ¢ontext to produce corresponding projections for
energy demand. slectricity demand. elactricity production,
the penatration of renewables and electric vehicles, otc. in
short, all the variables that charactenze a national energy sys-
tem relevant to the Group's activities.

In defining the transition scenarios, we distinguish between:
assumptions concerning the globkal macroeconomic and
energy cantext in terms of commodity prices, interest
rates, gross domestic product etc., using international
benchmarks produced by entities such as the Internation-
al Energy Agency {IEA), Bloomberg New Energy Finance
{(BNEF!, International Institute for Applied Systems Analy-
sis {[IASA), etc. With regard to [IASA, for example, consid-
eration was given to the fundamentals driving the “Shared
Sociceconomic Pathways™ (SSPs), in which general ener-
gy scenarias related to physical ¢limatic scenarios are de-
veloped, The information deriving from the *55FPs” is used
to suppart long-term forecasts on cammaodity prices;
assumptions concerming local policies and requlatory mea-
sures associated with the fight against climate change,
such as the reduction of carbon dioxide emissions, the ef-
ficiency of the energy system, the decarbonization of the
electricity sector, the reduction of oil consumption ete. For
[taly and Spain, reference is made to those countries’ inte-
grated MNational Energy and Climate Plans {NECPs), which
are also approved at the European level, while outside Eu-
rope, reference s made 10 the respective national energy
programs of the countrigs involved.

In order to define the transition scenario for the electricity
sector, the Group considers the elements described above
{physical scenarios, agsumptions about the macro and ener-
gy context, requlatory developments) as prerequisites for the
assessment of future projections of electricity demand, elec-
tricity generation, renewables etc.
In this context, the effect of ternperature on electricity de-
mand in the long term {2030-20501 has been estimated. ltalian
electricity demand is provisionally forecast to increase on av-
arage by up to 5%, due to the combined effect of the chronic
increase in temperature and the transition of the system to-
wards greater electrification of energy consumption.
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Physical scenario Transition scenario

\
\ A
Temperature Macro \
\
Precipitaion Commodiiies A\ I J;_T,I
'\__.
/-"' Energy
Wind — Regulatory Systen
D) / Model
: f )
Irradiation Technological i % /
evolJtion T
/
,/
Moreover, in the RCP 8.5 physical scenario the probability of gé%%tzggo;*“ergv demand
exfremely hot years increases, leading to a future increase
of up to 10% in electricity demand, together with the rigks  taly
associated with more frequent extremea weather events. In RCP 2.6
the case of Spain, however, over the same time hornzan the '
, . . . RCP B.
chronic effects waould involve an average increase in demand cPes
of around 2% and, in the possible peak year of the RCP 8.5
scenario, it could reach 4%, The smaller increase in electricity ) Up 1o +10%
demand in Spain compared with Italy mainly reflects the nar Spain
raower scape for the future electrification of consumption, as it RCP 2.8
18 currently already largely electrified as a consequence of the RCP &5
presence of nuclear poweer in the country. These effects only
reflect the long-term impact of temperature on electricity de-
mand and the inertal evolution of the national energy system. Up o +d%
They do not consider the repercussions of climate change on A peak year Average

economies underscored in the IPCC's special report on global
warming, which could also have indirect effects on economies
and, therefore, on electncity demand.
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The determination of the Group's strategy is based on many

factors, beginning with an evaluation of the external environ-

ment. In particular, the following analyses are performed:
an analysis of macroeconomic, energy and climate scenar
05, assessments and projections at the global and local
lavels to identify the main macroaconcmic, energy and ch-
mate drivers in the short, medium and leng term;
competitive landscape analysis: a comparison of the eco-
nomic, financial, industrial, ESG (Envirenmental, Sccial &
Govemance) performance of companies in the utilites sec-
ter and other industries (for example, automotive, tech, oil
& gas) in order to monitor, shape and support the Group’s
competitive advantage and leadership position;
industrial vision: an averview of the macro-trends affecting
the company's business, with an assessment of the po-
tential impacts on the Group's business hased on a broad
internal and external collaborative effart to identify actions
te prevent, adapt to and manage disruption and changes in
our business,

The analysis of what is happening and what ¢ould happen in
the external environment underpins the phase of designing
our strategic optiens and conseguent positioning, which 1s
structured into the following main activities:
long-term positicning: evaluation of strategic options over
a time horizon that extends beyend that used In industr-
al planning, with (i} the definition and the quantitative and
quahtative development of alternative macroeconomic, en-
ergy and climate scenarios against which overall strategy
can be assessed, and i analysis based on stress testing
far various factors, including the evelution of the industrial
sector, technology, competitive structure and policies;

Group strategy

strategic dialogue: a rolling process where key strategic
issues are discussed separately from the typical strategic
planning process, which in turn is ennched by the con-
tinuous feedback of the strategic dialogue. It is part of a
strategic design phase where communication between
exgcutives in the different businesses produces valuable
nsight for the development of new strategic options, un-
derscering the need for cultural or crganizational change
and synergies betweaen businassas;

assessment of ESG factors and rasults of materiality analy-
sis: Enel conducts materiality analysis using a well accept-
ed methodology, taking account of the main standards in
this area (Global Reporting Initiative - GRI and the Sustain-
ability Accounung Standards Board - SASB) with the aim of
identifying the most important issues for both the Compa-
ny and for stakeholders {material issues) and to verity their
“alignment” or "misalignment” with external expectations
and internal importance.

The strategy of the Enel Group has proven its ability to create
sustainable long-term value, integrating the themes of sus-
tainahility and close attention to climate change issues while
simultaneously ensuring a steady increase in profitability.
The Group is among the leaders guiding the energy transi-
ticn through the decarbonization of electricity generaticn and
the electrification of energy consumption, which represent
opportunities both to increase value creation and to contrib-
ute positively to more rapid achievement of the Sustainable
Development Goals set by the United National (SDGs! in the
2030 Agenda.
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The new 2020-2022 Strategic Plan confirms this approach, ex-
plicitly integrating the SDGs into our financial strategy.

By promating a sustainable business model and behavior, the
Enel Group has the ambition to contribute to the achievement
of all the 5DGs, leveraging SDG 17 {Strengthen the means of
implementation and revitalize the global partnership for sus-
tainable development} to foster global partnerships to tackle
the many challenges faced by the world today.

More specifically, the investmant plan is aimed directly at four
rmain SDGs that will agcount for more than 90% of the Group's
total investment in 2020-2022, equal to a total of €287 hillion:

Affordable and Clean Energy {SDG 7);

INNOVATION

46

Ihdustry, Innavation and Infrastructure {S0OG 9);
Sustainable Cities and Cormmunities {(5DG 11},
Climate Action (SDG 13}

The purpose-driven strategic pillars of the new Plan represent
the rmain industry trends and enabling factors connected with
the energy transition and the achievemant of the S50DGs,

The trends in decarbanizaticn and electrification, which are
naturally connected with the generation and sale of electnci-
ty, will be enabled by the developrnent of increasingly digital
grids and the evolution towards a platform-based business
model and cperaticnal approach.

13 i
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In tarms of decarbonization, in a configuration of the scenar
i consistent with limiting global warming within the levels
established with the Paris Agreement, installed renewable
capacity should increase from 35% in 2018 to 6%% in 2040
thanks to the progressive decline in production costs and to
the ncreased public awarenass of climate issues. This evolu-

31%

ton of the systerm towards more vanable sources will require
greater flexibility t0 manage the balance between generation
and consumpticn. Accordingly, demand response and storage
technologies are also expected to grow significantly, also in
this case boosted by a steep decline in costs, which are ex
pected to halve over the next 20 years.

/VL

Flexibility (GW)

2040

[y

Storage {GW)

+4.280%

1,095

2040

[#r Scatairable Develooment Scanario 1EA {internstional Energy Agencyl, Wird Energy Quilook 208,

Group strategy
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In arder 1o respend more effectively to the challenges posed
by the rapid growth of renewable energy, enabling the Group
ta effactively supplement and accelerate the evolution of
thermal generation, a common structure and management
team have been created for all power generation.

The major decarbonization objectives of the plan will there-

fore he achieved thanks t0 an acceleration of renewables
development as well as the progressive decommissioning of
coal-fired plants. The ohjective is to achieve an entirely mar
ginal level of coal generation by 2030, with a 74% decrease in
production as soon as 2022

v

Coal-fired generation TWh

-74%
376

- 1 6 .9
2079 2022

25.7%

Coal ntcie generation %

y

Coal capacity GW

-68%
11.7

- =
2019 2022

The target for increasing renawable capacity i1s expected to

rise by 14,1 GW in 2020-2022 and will be achieved through a

number of strategic ines of development:
5.4 GW will be developed in countries such as Italy, Spain
and Chile, where new investments in renewable energy
will support the decarbonization of our generation fleet;
5.1 GW will mainly be developed in Brazil and the United
States, where an increasing number of large custamers
are moving from the regulated market to purchase elec-
tricity from renewable sources primarily through long-
term power purchase agreements {PPA;

48

3.6 GW will be developed 10 support our presence in re-
cently openad market or in entirely new markets, both di-
recitly and through joint ventures.
Thanks to these initiatives, 60% of the Group’s total installed
capacity in 2022 will be renawable.
In arder to support the decarbonization process, the plan also
envisages a significant contribution from the new flexibility
services provided by Enel X. Demand respanse capacity will
expand from 6.3 GW in 2019 to aver 10.1 GW in 2022, while
storage services will increase from the current 110 MW to
about 440 MW in 2022,
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Electrification which means the substitution of electricity for
other commuodities in energy consumption will play a central
role in the Enel Group strategy.

In line wath the IEA¥ sustainable development scenario, the
share of electncity in final global energy consumption should
reach 43% in 2040 {from 24 % in 2318}. This scenaria assumes
a signiticant increase in the average annual investment tor end
use, ywhich in 2030-2040 should be almost 5 times that in 2018.
The cpportunities deriving from this trend will invalve a broad
spectrum of activities, ranging from distnbuted generation to
energy efficiency upgrading for buildings and electric vehicle
infrastructure, thus supporting the growth of companies that
mave first.

Enel's plan seeks to achieve a stable market share in the free
markets of Eurgpean countrnes, supported by a 85% increase
in the number of customers and 21% growth in velumes sold
on the free market in 2022, mainly followang the elimination
of regulated rates in ltaly, which is currently scheduled 10 oc-
cur at the start of 2022. In South American countries such as
Brazil, Enel is already benefiting from the gradual opening of
the market with long-term contracts with existing customers.,
Further impetus to the electrification process will come fraom
glectric mobility, with the installation of about 736,000 re-
charging points by 2022, and more generally from the new
services offered by Enel X,

18] Sustainable Development Seenario IEA international Energy Ageroyd, Word Energy Qutlook 2019,

Group strategy
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energy system in view of the impacts of climate change.

Enel’s goal is to make grids more resilient and flexible and im-
In order to adequately support value creation from these two 1 oug service quality. The average system interruption frequen-
macro trends, the plan identifies distribution grids as ong of Gy rate is expected 1o decrease by 9% in three years, with a
the main enablers. The evolution of the role of distributors will &0 raneaus efficiency drive that will decrease opex per cus-
be a key factor in supporting the greater complexity involved 6 by 17% in the same period. The plan provides for the
wath distributed renewable generation and electne mobility, i [ ber of Smart 2.0 meters to more than double, from 13.1
rnanaging the digitalization process driven by innovative ser | iion 1o 28.8 million.

vices offered to customers and in ensuring the resilience of the

T

Digitalization Service quality Efficiency
sivar meles 2.0 Irird S P nd OpexiCus orear (€
-17%
=2% 9%, O\O
288
35.6
2.9
2022 2022 2022
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In parallel, the Group will invest around €2 .5 billion gver the three-
year period in platforms, mainly linked to the evolution of grids,
the market and Enel X. The Group's strategqy is based on the op-
portunity to reap the benefits of the platformization of its busi-
ness gperations or nevv busingss models.

For grids, a glebal platform means standardizing operations and
maintenance, customer management processes and the alloca-
tion of resources and systams. enabling global optimizaton and
convergence towards a plug & play model that can be exported
when new grnds are acquired.

On the retail end, Enel will build it operating madel areund prod-
ucts and serviges, rather than local markets. The global platform
will enable the standardization of back-end and front-end pro-
cesses and systems and the development of global products.
Enel X is a business model that was conceived as a platform by
design, where innovative products and services are developed
and delivered globally to our customers. This represents an op-
portunity for rapid scalability.

Group strategy
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The new Strategic Plan, which is tecused on sustainable busi-
nesses, incorporates a substantial improvement in our rigk
profile, consistant with the “sustainability = value” strategic
parachgm.

Tharnks to the measures launched to progressively reduce
coal-fired generation, the decarbonization strategy is expect-
ed to reduce EBITDA at risk by about €0.5 billion over the
2020-2022 honzon of the plan. At the same time, the plan
has revised the contribution of Argentina, which is afflicted by

Distribution

P

Global

®@Q 0

Activities

persistent economic instability, by arcund €0.9 billion. Qwing
in part to the new growth scenarios for energy velumes in the
Scouth Amencan countries, these developments are associat-
ed with the benefit of volumes already contracted or related
to regulated rmarkets. In absolute terms, over the 2020-2022
period some B0% of the cumulative €58 billion of EBITDA
will be generated by regulated or already contracted activ-
ities, and tharefare anly 20% is exposed to merchant rnisk.
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With regard to the expected growth in renewable capacity
{equal 10 141 GW), while the gap to the target is just 5.3
GVV, we can count on the existing pipeline of about 20 GW
for the 2020-2022 period. Furthermoere, about 80% of cumu-
lative generation is already secured, with prices in ling with
plan assumptions, while the retall custorner base will natu-
rally hedge the remaining 40%. In addition, the progressive
increase in renewable generation will produce a correspond-
ing reduction in the level of risk associated with electricity

Enel X

generation. The risk associated with possible developments
in the prices of commadities connected with thermal gen-
eration is in fact greater than that associated with variance
of renewable sources, while Enel can also count on natural
gecgraphic hedging.

To pursue cur strategic objectives, organic investrent will
increase by 11% compared with the previous plan, raising
EBITDA by 13% to €201 billion in 2022,

\N/
7N\

®

.
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T T
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Digital
Layer
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\ Suppliers Cities Asseats \
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Thanks 10 the strategies it is deploying, the Group will be
able to achieve ordinary low carbon EBITDA of €18.3 billion
in 2022, which will bring the contribution of low-carbon prod-
ucts, serwvices and technologies to 91% of the total. Over the
course of the plan, in line with the EBITDA targets, more than
90% of capital expenditure will be allocated tor low-carbon
products, services and technclogies.

The strategy set out in the 2020-2022 plan is therefore based
on the belief that the accurate and timsely assessment of the
main trends performed by the Enel Group is crucial for en-
suring sustainability and growth into the future. One exam-
ple of this is the Enel Group’s recent placement of the first
bond linked to achievemant af the S0Gs. This bond, which
was placed at a lower cost comparad with an ordinary issue,

S

4l
Organic EBITDA
capex (€bn} [€bn)

+11%
O///,O +12%
28.7 O/O
20.1

202022 2027
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confirms the potential inherent in the Group's sustainability
strategy, in this case lowerning the cost of debt.

Together with improved cperating performance, the ongaing
effort in managing finance operations and the simplification
of Enel's structure will generate a 27% increase in net in-
come. And debt will increase by just 3% despite the expan-
sion of investment.

The pragressive de-nsking of our activities and the significant
visibility of profits give us the confidence ta confirm not only
our three-year gquaranteed minimum dividend per share policy,
but also to establish a new minimum guaranteed dividend per
share of €0.40 10 2022, confirming the soundness of Enel’s sus-
tainable strategy, which will produce an average growth rate for
profits and dividends of over 8.0% in 2019-2022.
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The Group has also created the following indicator of develop-
ments in the energy transition,

Many of these indicators contnbute to the achievement of
SDG 13.

The Group iz fully convinced that climate change can still be
limited. The energy transition is well advanced, and to date all
stakeholders are involved in the shared challenge of decar
bonizing the sector. With the steady progress in the transition
from fossil fuels to renewable energy, the electrification of
the econamy and energy consumption will continue to acesl-
erate, This will generate sustained growth in demand in the
rmedium and long term, ensurng that society has cleaner and
maore accessible enargy.

The Group continues 10 promote the economic and sogial
growth of the local communities in which it operates, con-
firming and strengthening its specific commitments for the

10.1 Gw CMETIRENG TEAROnSe

CARA ('i?}" MAnETen

736 kk Hlecrzoasilit

¢aring acints

i nglcdinrg nucle .
27 Povaur % Gan,

Group strategy

following 50Gs: 2.5 million beneficiaries of quality education
in Z2015-2030 (SDG 4); 10 million beneficiaries of clean and
accessible energy in 2015-2030 {SDG 721); 8 million benef-
ciaries of decent work and lasting, inclusive and sustainable
economic grawth in 20152030 15DG 8}

People centricity is one of the pillars of Enel's sustainability
strategy. VWe pay great attention to our people, setting spe-
cific objectives designed to strengthen their roles and skills
and provide the tools for managing the energy transition, with
clear and precise goals interms of performance assessments
and business climate, We work to promote upskilling and re-
skillng programs aimed at supporting the energy transition as
well as the development of digital skills, pursuing the goal of
invohving 100% of personnel in training devoted 10 this theme.
The Group also aims to promote diversity by having 50% fe-
rmale participation in selection processeas by 2022,

Distribulion
grid users

75 min
28.8 min

Smart meters 2.0
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The managemeant of decarbonization and people as well as
communities is consistent with the "just transition” commit-
ment promoted by the United Nations and signed by Enel's
CEQ in July 2019.

Clear cbjectives have also been set far increasing attention
to workplace health and safety, 1o promoting a sustainable
supply chain, to forging an increasingly integrated governance
structure and to managing environmental impact through the

The progess of defining the Group’s strategies is accompa-
nied by an accurate analysis of the risks and cpportunities
connected with those strategies.

ldentifying those risks and opportonities within the Enel
Group's strategic and industnal planning process 15 designed
ta span the horizon of the Plan in an integrated manner.
Although the strategy underlying the Plan, a5 described
above, envisages a phase of careful analysis and venfication
of the strategic risk factors and variables, it retains scenario
assumptions regarding future events that will not necessarily
gocur, as they depend on varables that cannot be controlled
by management, Upside and downside developments may
oceur as time unfolds.

Before being able 10 approve the Strategic Flan, a quantita-
tive analysis of the risks and oppartunities associated with the
Group's strategic positioning is presented annually to the Con-
trol and Risk Committee appointed by the Board of Directors.
In particular, risk factors such as exchange rates, inflation, pric-
es and volumes, regulatory developments, industrial growth,
customer portfolio and efficiency, weather and climate events
and risks connected with the competition are identified.
Based on the nature of the risk and opportunity drivers, thea
analytical approach that best represents their volatility 15 se-
lected, In practice, we perform probabilistic analysis for all
those variables whose market time series provide a robust
foundation to estimate levels of correlation and representative
volatility for future risk, and a deterministic analysis®™ based
on what-ifs and expert judgrments of the possible evolution
of the business with respect to the main risk factors for the
execution of the Business Plan,

The validity of the results is also monitored with ex-post anal-
vses by nisk cluster. In 2019, most of the actual upside and
downside events fell well within the limits estimated by the

19 Stochastic analysis conducted wath the Monte Cotlo rethoa,
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reduction of atmaosphene emissions and congumptian and the
promaotion of biodiversity.,

Finally, technological transformation cannot be divorced from
senous concerns about cyber security, where the Group con-
firms itz objectives for disseminating cutting-edge solutions
supported by associated verification measures (ethical hack-
ing, vulnerability assessment, etc.), and fostering an effective
IT security culture.

rizk models of the Strategic Plan presented at the end of 2018.
Focusing on the stochastic risk analysis for the Strategic Flan,
exchange rates and the volatility of energy and commaodity pric-
es represent almost all the volatility of the drivers. In particular,
in addition to the daollar the most impacting currencies are the
Argentine peso, the Colombian peso and the Brazilian real.
Nevertheless, the Group's very structure ensures that the vol-
atlity of the South Ameancan currencies has only a negligible
impact an nat income, as demonstrated in the presentaticn at
the Capital Markets Day. Raly and Spain represent more than
half of the Group’s risk in terms of the impact of the volatility
of energy prices and commedity price fluctuations on margins,
Examining the other nsk factors, we can see that geographi-
cal diversification significantly reduces the exposure to the nsk
assaciated with renewable resources — a highly positive factor
considering the Group's positioning and the steady expansion of
renewable generation —while macroeconcmic risks such as infla-
tian and electricity demand are less significant than the others.
In general, the Group can rely on a number of implicit correla-
tions between risk factors to create diversification effects that
significantly mitigate total exposures. These include our gec-
graphical diversification, or davelopments in exchange rates
and inflation rates, or those in commadity prices and their im-
Ract on genaration ¢osts and revenue.
With regard to the risk factors estimated deterministically,
note;

the monitaring of all possible regulatory issues, including

those connected with climate legislation, is crucial far as-

sessing any upside or downside impact on the Group;

the estimates based on stress testing of the drivers of in-

dustrial growth {mamly renewables and grids!;

the estimates of the impact of not achieving the customer

portfolio (retal markets and Enel X).

™
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Cue to the nature of its business, the Group is exposed to a
variety of risks, notably financial risks, industrial and enviran-
mental risks, strategic risk connected with the evolution of
markets and risks connected with sustanability and climate
changs.

In crder to effectively deal with such risks. Enel has adopt-
ed an internal contral and risk ranagement system (ICRMS).
This system s the set of rules, procedures, and organizational
structures aimed at identifying, measuring, monitoring and
rmanaging the main risks applicable to the Group.

The Board of Directars performs a policy-setting role and is
committed 1o developing guidelines to ensure that decisions

The markets and businesses in which the Group operates are
axposed to steadily growing competition and evolution, from
koth a technological and regulatory point of view, wath the tim-
ing of these developments varying from country 10 country.

As a result of these processes, Enel is exposed to growing
competitive pressure and, as electricity is this century’s en-

The Group aperates in regulated markets and changes in the
cperating rules of the various systems, as well as the pre-
scriptions and chligations characterizing them, impact the op-
erations and performance of the holding company.

In crder to manage the risks associated with regulatory fac-

The Group has a major international presence, with some
50% of s revenue being generated abroad in a variety of
currencies. In addiuon to changes in global macroeconomic
and financial conditions, cash flows and corporate assets are
also exposed to idiosyneratic risk factors, such as exchange
rate volatility and changes in the economic, political, social
and financial conditions in the various countries in which Enel
operates. Global risks associated with pandemics or other

Risk management

at all levels of the Group are made in an informed manner
consistent with the associated risks {including those connect-
ed with climate changel. To this end, the Board draws on the
expertise of the Control and Risk Committes, which issues
prior opinions on a vanety of matters, including the guidelines
of the ICRMS.

The Group alse has specitic internal committees composed of
senion managermnent persennel that are respoensible for govern-
ing and overseeing risk management, monitoring and control,

The following discusses the main types of risks and opportu-
nities facing the Group.

ergy vector, cempetition driven by contigucus sectors is also
rising, althocugh this offers utilities the opportunity to move
INto new businesses.

The Group constantly menitors developments in the competi-
tive environment and the market in order to tailor its strategic
development to this evolution.

tors, Enel has intensified its relationships with local gover
nance and regulatory bodies, adopting a transparent, collab-
orative and proactive approach in addressing and eliminating
sources of instability in the regulatory framework,

crises that may impact the continuity of the supply of ma-
terials or commodities, migratary flowws or ecanomic actiwity
are also considered given that the impacts depend so closely
on economic, social and even energy conditions in individual
countries,

For a detalled analysis of this class of risk, please see the
section “Reference scenario”
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As part of its operations, Enel is exposed 1o a variety of finan-
cial risks that, if not appropriately mitigated, can directly impact
our performance. These include commodity risk, exchange rate
risk, interest rate risk, credit risk and liquidity risk.

The financial risk governance arrangements adopted by Enel
establish specific internal committees, composad of top man-
agement and chaired by the Chief Executive Officers of the
companies involved (including Enel SpA), which are responsi-
ble for policy setung and supervision of risk management, as
well as the definition and application of specific policies at the
Group and individual Region, Country and Global Business Line
levels that establish the roles and responsibilities for nsk man-

agement, monitoring and control processes, ensuring compli-
ance with the principle of organizational separation of units re-
sponsible for operations and those in charge of monitonng and
managing risk.

The financial risk governance system also defines a system of
operating limits at the Group and individual Region, Country
and Global Business Line levels for each risk, which are moni-
tored periodically by risk management units, For the Group, the
systam of limits constitutes a decisian-making tool to achieve
115 objectives.

For further information on the management of financial risks,
please see note 44 of the consclidated financial staterments.

Enel operates in enargy markets and for this reasan is exposed to changes in the prices of fuel and
electricity, which can have a significant impact on its results if not managed etfectively.

T mitigate this exposure, the Group has developed a strategy of stabilizing margins by contracting for
supplies of fuel and the delivery of electricity to end users or wholesalers in advance.

Enel has also implemented a formal procedure that provides for the measurement of the residual
commaodity risk, the specification of a ceiling for maximum acceptable risk and the implementation
of a hedging strategy using derivatives on regulated markets and overthe-counter {OTC) markets. The
commaodity risk management process allows us to limit the impact on margins of unexpected changes
in market prices and. at the same time, provides an adeguate degres of flexibility to enable use to seize

short-term opportunities.

In order to mitigate the risk of interruption of fuel supplies, the Group has develcped a strategy of
diversification of supply sources, using suppliers located in different geographical areas.

In view of the geographical diversification of access to international markets for the issuance of debt
instruments and transactions in commodities, Group companigs are exposed to the risk that changes
in exchange rates betweaen the currency of account and other currencies could generate unexpected
changes in the parfarmance and financial position aggregates in their regpective financial statements.
Given the current structure of Enel, the exposure to exchange rate risk is mainly linked to the US dollar

and i1g attnbutable 1o:

cash flows in respect of the purchase or sale of fugl or electricity;
cash flows in respect of investments, dividends from foreign subsidiaries or the purchase or sale of

equity Investrments;

cash flows connected with commercial relationships:

financial assets and liabilities.

The Group's consclidated financial staternents are also exposed to the exchange rate risk deriving from
the conwersion into euros of the items relating to investments in compames whose currency of account

15 not the euro (translation rnisk),

The exchange rate risk management policy is based on systematically hedging the exposures to which
the Group companies are exposed, with the exception of translation risk.

Appropriate operational processes ensure the definition and implementation of appropriate hedging
strategies, which typically employ financial derivatives abtained on OTC markets.

Controlling risk using dedicated processes and indicators makes it possible to limit potential adverse
financial iImpacts while optimizing management of the cash flows of the porfolios,
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Risk management

The Group is exposed to the risk that changes in the level of interest rates could produce unexpected
changes in net financial expense or the value of financial assets and liabilities measured at fair value,
The exposure to interest rate risk denves mamly from the variability of the terms of financing, in the
case of new debt, and trom the variability of the cash flows in respect ot interest on floating-rate debt.
The policy for managing intarest rate risk seeks to contain financial expense and its volatility by
optimizing the Group’s portfolio of financial liabilities and by abtaining financial derivatives on OTC
markets.

Managing risk through the use of specific processes and indicators enables us to mit any adverse
financial impact and, at the same time, to optimize the debt structure with an appropriate degree of
tlexibility,

Commercial, commoedity and financial transactions expose the Group to credit risk, i.e. the possibility
of a detenoration in the creditworthiness of our counterparties that could have an adverse impact on
the expected value of the creditor position and, for trade receivables cnly, increase average collecticn
times.
The exposure 1o cradit risk is attributable to the following tvpes of operations;

the sale and distribution of electncity and gas in free and regulated markets and the supply of goods

and services {trade receivables},

trading activities that involve the physical exchange of assets or transactions in financial instruments

ithe commodity portfoliol;

trading in derivatives, bank deposits and, more generally, financial ingtruments (the financial portfolio).
The policy for managing credit risk associated with commercial activities and commaodity transactions
providas for a preliminary assessment of the creditworthiness of counterparties and the adoption of
mitigation instruments, such a5 cbitaining guarantees.
Managing nsk through the use of specific nsk indicators, and limits wheare possible, ensures that
the economic and financial impacts associgted with a possible deterioration in creditworthiness are
contained within sustainable levels. At the same time, the necessary flexibility to optimize portfolic
management is preserved.
In addition, the Group undertakes transactions to assign receivables without recourse, which results in
the complete derecognition of the corresponding assets invalved in the assignment.
Finally, with regard to financial and commadity transactions, risk mitigation is pursued through the
diversification of the portfolio {preferring counterparties with a high credit standing) and the adopticn
af specific standardized contractual frameworks that contain risk mitigation clauses {(e.g. netting
arrangermentst and possibly the exchange of cash collateral.

Liguidity risk 13 the risk that the Group, while solvent, would not be able to discharge its obligations in
a timely manner or would only be able to do so on unfavorable terms owing to situations of tension
or systernic crises {credit crunches, sovereign debt crises, etc.) or changes in the perception of Group
riskiness by the market.

Among the factors that define the risk perceived by the market, the credit rating assigned to Enel by
rating agencies plays a decisive role, since it influences its ability to access sources of financing and
the related finanoial terms of that financing. A detericration in the credit rating could therefore restrict
access to the capital market and/or increase of the cost of funding, with conseqguent negative effects on
the performance and financial situation of the Group.

In 2019, Fitch revised its rating for Enel upwards, from "BBB+" to "A-7 Moody's also improved its
outlook for Enel’s rating from stable to positive during the year, Accordingly, at the end of the year, Enel's
rating was: (il "BBB+" with a stable outlook for Standard & Poor’s: 1y "A-" with a stable outlook for Fitch:
and (i} "Baa2 " with a positive outlogk for Mooady's.

Enel's liguidity risk management policies are designed to maintain a level of liguidity sufficient to mest
its obligations over a specitied time harizon without having recourse to additional sources of financing
as well as to maintain a prudential iguidity buffer sufficient to meet unexpected obligations. In addition,
in order to ensure that the Group can discharge its medium and long-term commitments, Enel pursues
a borrowing strategy that provides tor a diversitied structure of tinancing sources to which it can tumn
and a halanced maturity profile,
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The profound transformations of the energy sector, which has
experienced sweeping technelogical developments, require
companies in the industry to recruit people with new experi-
ence and professional skills, as well as imposing the neead for
major cultural and arganizational changes. Organizations must
move 10 adopt new, agile and flexible business models. Poli-
sies to enhance diversity and to manage and promote talent
have become key factors for companies that are managing
the transition and have a wadespread geographical presence.
Enel places the people who wark for it at the center of its
Business model; the management of human capital s a pri-
ority for which specific objectives have been established. The
main goals include: the development of the digital capabilites
and skills made necessary by the Fourth Industrial Revolution,

60

as well as the gromaetion ot reskilling and upskilling programs
for employees in order to support the energy transition; the
effective invalvement of employees in the pursuit of the cor
porate purpose, which ensures the achieverment of better
results while offering greater satisfaction to our people; the
development of systems for evaluating the working environ-
ment and performance; the dissemination of diversity and in-
clusion polices to all countries in which the Group operates,
as well as instilling an inclusive arganizational culture based
on the principles of non-discrimination and equal opportunity,
a key driver in ensuring that everyone can make an effective
contribution. In addition, Enel is developing specific initiatives
to foster the diffusion of agile working methods in business
PrOCESSEs.
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Risk management

The speed of technological developments that constantly generate new challengeas, the evar increasing
frequency and intensity of cyber attacks and the attraction of crtical infrastructures and strategic
industrial sectors as targets underscore the potential nsk that, in extreme cases, the narmal operations
of companies could gnnd to a halt. Cyber attacks have evolved dramatically in recent years: their
nurnber has grown expoenentially, as has their complexity and impact, making it increasingly difficult to
promptly identify the source of threats. In the case of the Enel Group, this exposure reflects the many
environments in which it operates (data, industry and peoplel, a circumstance that accormpanies the
intrinsic complexity and interconnection of the resources that over the years have been increasingly
integrated into the Group's daily operating processes.

The Group has adopted a holistic governance approach 1o cyber security that is applied 10 all the sectors
of IT {Information Technolegyl, OT {Operational Technology) and laT {Internet of Things), The framework
is based on the commitrnent of top management, on global strategic management, oh the involvement
of all business areas as well as on the units involved in the design and management of our systems, It
seaks to use cutting edge technologies, 1o design ad hoc businass processes, to strengthan people’s
IT awareness and to implement regulatory requirements for IT security.

In addition, the Group has developed an IT risk management methodology founded on "risk-based”
and "cyber security by design” approaches, thus integrating the analysis of business risks into all
strategic decisions. Enel has also created its own Cyber Emergency Readiness Team (CERTHinorder to
proactively respond to any 1T security incidents.

Finally, in 2019, the Group also took out an ingurance policy for cyber security risks in order to mitigate
IT threats,

The Group is carrying out a complete digital transformation of how it manages the entire energy value
chain, developing new business models and digitizing its business processes. A consequence of this
digital transformation is that the Group is Increasingly exposed to risks related to the functioning of the
IT systems implementad throughout the Company, which could lead to service interruptions or data
losses.

These risks are managed using a series of internal measures developed by the Global Digital Solutions
(GDS} unit, which is responsible for guiding the Group's digital transformaticn. It has set up an internal
control systern that introduces control points along the entire T value chain, enabling us to prevent the
emergence of risks engendered by such issues as the creation of services that do not meet business
needs, the failure to implement adequate security measures and service interruptions. The internal
control system of the Global Digital Solutions unit oversees both the activities performed in-house and
those outsourced to external assaciates and service providers. Furthermaore, Enel is promoting the
dissemination of a digital culture and digital skills within the Group in order to successfully guide the
digital transformation and minimize the associated risks.
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The collection and processing of personal data represents one
of the biggest challenges in the era of digitalization and glabal-
ization of markets. The Group has taken up this challenge by
accelerating the digital transformation process while rapidly
expanding the number of customears and geographical scope
of operations at the global level. This naturally increases our ex-
posure to the risks connected with the protection of personal
data, an issue that must also take account of the substantial
growth in privacy legislation: implementing these regulations in-

Last year saw the continuation of the growth in the sensitivity
of the entire cormmunity to risks connected with development
models that generate environmental impacts and exploit scarce
natural resources {including many raw matarials and watear).

In response to these needs, governments have imposed in-
sreasingly restrictive environrmental regulations, placing ever
more stringant constraints on the development of new indus-
trial initiatives and, in the most wnpactful industries, incentiv-
izing ar requiring the slimination of technologies no langer
considerad sustainable.

In this context, companies in every sector, and above all in-
dustry leaders, are ever more aware that environmental risks
are increasngly ecanomic risks. As a result, they are called
upon ta ingrease their commitment and accountakility for
developing and adopting innovative and sustainable technical
solutions and develcpment models.

Ensl has made the effective prevention and minimization of
gnvironmental impacts and risks a foundational element of
each project across its entire [ife cycle.

The adoption of 15Q 14001-certified envircnmental manage-
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appropriately can cause financial losses and reputational harm.,
In order to manage and mitigate this risk, Enel has adopted
a structure designed to fully protect the personal dats of all
the individuals with whom we interact. This effort is sustained
by our Data Protection Officers, who are responsible for sup-
porting the business areas in the adoption of a “privacy by
design” approach, in which the protection of personal data
i3 & key element of the design of any initiative or business
process.

ment systems across the entire Group ensures the imple-
mentation of structured policies and procedures to identify
and manage the environmental risks and opportunities asso-
ciated with all corporate activities.

Also contributing are the multitude of actions to achieve
the challenging environmiental improvement objectives set
by Enel such as, for example, those regarding atmospheric
emissions, waste production and water consumption, espe-
clally in areas with high water stress.

The risk of water scarcity is directly mitigated by Enel's devel-
opment strateqgy, which is based on the growth of generation
from renewable sources that are essentially not dependent
on the availability of water for their operation. Special atten-
tion is also devoted to assets in areas with a high level of
water stress, in order to develop technological solutions to
reduce consumption,

Finally, ongaing collaboration with local river basin manage-
ment authorities enables us 10 adopt the most effective
shared strategies for the sustainable management of hydro-
electric generation assets,
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Climate change and the snergy transition will impact Group
activities in a varigty of ways.

In order to identify the main types of nsk and opportunity and
their impact on the business associated with them in a struc-
tured manner consistent with the TCFD, we have adopted a
framework that explicitly represents the main relationships
between scenario variables and types of risk and opportunity,
specifying the strategic and operational approaches to man-
aging thern, comprising mitigation and adaptation measures.
There are two main macro-categories of risks/opportunities:
those connected with developments in physical vanables and
those linked to the evolution of the transition scenarios.
Physical risks are divided in tum betweasan acute [i.e. extrame
events) and chronic, with the former linked ta extremely in-
tense metearological conditions and the latter to more gradual
But structural changes in climate conditions.

Extreme events expose the Group to the risk of prolonged
unavailahility of assets and infrastructure, the cost of restoring
service, customer disruptions and so on. Chronic changes in
climate conditions expose the Group to other risks or oppor
tunities: for example, structural changes in temperature could
cause changes in electricity demand and have an impact on

Risk management

output, while alterations in rainfall or wind conditions could
impact the Group's business by increasing or decreasing po-
tential electricity generation.

The energy transition towards a more sustainable moedel char
acterized hy a gradual reduction of CO, emissions has risks
and oppartunities connected both with changes in the regula-
tory and legal context and trends in technology development,
glectrification and the conseguent market developments.
Consistent with the climate and transition scenanos usad by
Enel to determine risks and gpportunities, the main transi-
tion-related phenomena are beginning to emerge in relation
to customer behavior, industrial strategiss being adopted in all
economic sectors and regulatary policies. Between 2020 and
2030, the transition trends will become visible in response to
the evolution of the context: the Enel Group has decided to
facilitate the transition, and is therefore ready to seize all the
opportunities that may arise from an acceleration in that tran-
sition. As discussed previously, our strategic choices, which
are glready strongly oriented towards the energy transition, 10
which we have dedicated more than 20% of investments, en-
able us to incorporate risk mitigation and oppartunity maximi-
zation "by design” adopting a positicning that takes account
of the medium and long-term phenomena we have identified.
The strategic choices are accompanied by the operating best
practices adopted by the Group.
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Framework on the main risks and opportunities

IMPACT
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ircrease or decraase N rpact our DUSINBsS. vanatile 15 mihigated at the glzhal lsval. In
owtput. order to ensure that operations dkways take
account of wweaathar and ol mata pharomena,
hi Gioup adopts 8 range of practices sush
as, “or example, weatle- foreczsting, real-time
manitor ng ol pans and long-lemn chimale
ECEMANcs.
Tranztion Start g with Policy Risk/opportunity: Policies concerning the Tre GroLpis mimimizing its exposurs to risks
medium term & Begulation policiss on 0, arargy transinen and “hroug the progressive decarbonization
(2022 2030 prices and emissions, resilicnee can impace the ot its generation Heet The Group's srategic
enargy transition wolume of and returmns on actionz, woich are focdzed an investment
inGertives, orostor investmients in reneabales, sotweonks and customers,
scope for nvestment erab e us 1o mitigate potertial threats and
in renesssbles and Exfr ol 198 opporiumbes commecied w b the
resilience regulaticn. erergy transiticn. The Group is also actively

sortnbuting o the format or ol pubhes ool ¢ es
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IMPACT

Considering two dlterrative
transiion scerarics, tha
Groap assesses [ha mnpgt
of trends in the proportion
af rerewable sources e Lhe
energy mix, electrification
and the: penetraton of Evs
t> ast'mate thair potential
Impacts.

Trends in the electnf cation of
transportaticn ang rosider tisl
congurasticn will potertially

The Group is rogximizing opRanrunit cs
by adogting a stratagy founded an the
ey ansibon and he rapid @xcansion
of renewable generation and t1e
alectrification of enargy cansumption

The Group s maxirizing ooportunities
thanks to its strong pos tioning in new
businesses and services.

Trarsitiar Starting with Markat Risk/opportunity:
medidm terms changes nthe prices
(2022-2030 uf pomrnsditios ard
enargy. esalution of
enargy mix, changas
ir retail consumption,
changas naompeiive
envirormert
Transition Starting with Products & Qpportunity: increase
rcdidrn e S vioys 1 rharaging ol groate
(2022-2030 scope for investment
a5 a cansanueancs af
the transimon in te'ms
of greater penet-ation
Starting with Techrclogy

of nensy electrical

rmedium rerm
1 T tachneloges for

120222030

and electric
transportation

The framewark illustrated abcve also highhghts the relation-
ships that link the physical and transition scenarios with the
potential impact on the Group's business. These etfects can be
assessed from the perspective of three time herizons: the short
term (1-3 years}, in which sensitivity analyses based on the Stra-
tegic Plan presented to investors in 2013 can be performed; the
mediurn term {until 2030], in which it 13 possible to assess the
eftects of the energy transition; and the long term {2030-2050;,

Risk management

rasidantial consamsion

Pz @ irmpact on cur
DUSINESs.

Conzidanirg two altsrmative
transihion Sananss, the
Group assesses the
sotanhal opportunes o

The Group is maximizing ooportanities
Ihanks 1o itz steong pasitigning in global
netwarks.

stale up cument SLginesses
I respenEs 1o trends

iry the clestrifization of
transpartetion.

in which chranic structural changes in the climate should begin
to emerge. The main sources of risk and opportunity identified,
the best practices for the operational management of weather
and climate phenomena, and the gualitative and guantitative
impact assessments performed to date are discussed below.
As declared by the TCFD, the process of disclosing information
on the risks and opportunities connectad with climate change
will be gradual and incrermental from yvear to year.
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Chrgrig physical

Chrcris physical

Farket incregse ar decrease n Shrt term

IMPACT

Elgrincity dermand is also alfeclend by empsrae,
whose fluctustions can have an impact on odr
husingss  Although strugtural changss saould ot
emerge n the sho/medium-term, n order to assess
the sensitraty of Group performanee to potennal

Risk/opportunity:

electricity demand. o .
ternperatura variations, wa have perfarmed an analysis

of sens traty 10 changss of +£-1% in electneity demand
for the Group as @ whole

Ranawables geeraton is also afected by the
availabihty  of resources, whose fluctuations car
ML dn impact onoour susiness Although strocture!

Risk/opportunity: changes shou d ret emerge in the shortymediume-
hlarks| increase aor decreasem Short 12rm lermn, noorder rooassess the sersilivity of Group
renewables generation. performance 1o potential temperature  vanations,

we have perfarmed an analysis of sarsitivty (o
changes of +/-10% in potential electricity output
try Technalooy.

11 Time norizon: short 12020-20223 medaim (up to 2030t long 12030-2050

Chronic physical changes creating risks
and opportunities

The climate scenanos developed wath the ICTF do not provide
definitive indications of structural changes before 2030, but

Taking the IPCC scenarios as our reference point, developments  changes could begin to emerge between 2030 and 2050
in the follewing physical varables and the asseciated opaerational  The main impacts of chronic physical changes would be reflect-

and industrial impacts connectad with potential risks and oppor-  ad in the following variables:

tunities are assessed.
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Electricity demand: variation in the average temperature level with a potential increase or reduction
i electricity demand.

Therral generation: varigtion in the level and average temperatures of the oceans and rivers, with
effects on thermal generation.

Hydroalectric generation: variation in the average level of rainfall and snowfall and temperatures with
a potential increase or reduction in hydro generation,

Seclar generatian: vanation in the average level of solar radiation, temperature and rainfall with a
potantial increase or reduclion in solar generation.

Wind generation; variaticn in the average wind level with a potential increase or reduction in wind
generation. The Group will work to estimate the relationships between changes in physical variables
and the change in the potential cutput of individual plants in the different categores of generation
technology.
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UPSIDE/

DOWNSIDE

+1% Upaide
Glabal Poresr
Gene-atian Group EBITD AN ar
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. EBITO AN vaar
hydroglectnic ¥
output -10%, [Crovnisicle
A + 105 Upside
Global P.nn...r Group p
Gene-ation Palentdl wand EBITD Akeear
output )
l bj -10% Downside
r10% Upside
Group
Potential solar EBITDAMNeaar
output . R
-1 0% Downside

Scenario analysis has shown that chronic structural changes in
the trends of physical variables will begin to occur after 2030,
However, in order to obitain an indicative estimate of the po-
tential impacts, 1t 15 possible 1o test sensitivity of the Busi-
ness Plan to the factors potentially influenced by the physical
scenaria, regardiess of any direct relationship with climate
variables. Of course, such stress testing has an extremsly low
probability of accurrence based on histerical events and geo-
graphical diversification. The vanables examined are; electrici-

Risk management

Upside scenano current policies

Downside scenario current policies

ty demand {+/-1% per vear), whose variations can potentially
impact the generation and retail businesses. It was stress
tested for all countries in which the Group operates. The out-
put potential of renewable plants was also stressed (+/-10%
over a single year). Variations in this varnable can potentially
impact the generation business. It was stressed separately
at the individual technology level arcund the globe. The data
reported show the effect on a single vear for a single genera-
ticn technology and include both the volume and price effects,
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Acute physical changes that represent
sources of risk and opportunity

With regard to acute physical phenomena {extreme events),
the incidence and frequency of extreme physical phenomena
can cause significant and unexpected physical damage 10 as-
sets and generate negative externalities associated with the
interruption of service,

To assess the scale of the risks of extrerne climate events, the
scenario results will be exammmed in terms of the frequency
and intensity of the key phenomena, togsther with technical
infermation on generation assets, taking account of the differ
ing levels of resilience, and identifying metrics to measure po-
tential losses and any externalities caused by the interruption
of business operations.

The intensification of the effects of climate change means it is
essantial to adopt adaptive behaviors: each catastrophic event
represents a lesson leamed for Enel, from which we draw
nspiration to strengthen design techniques and preventive
rneasures to ensure the resilience of the asset porttolio,

From this perspective, the method and the information ex
tracted from the ex post analysis of evants play a crucial role

in determining the processes and practices to be deploved in
mitigating such events in the future,

Generation
With regard to generation, over time the Group has imple-
mented targeted measures at specific sites and established
ad hoc management activities and processes.
Measures implemented for specific sites in recent years in-
clude:
improving cooling water management systems far certain
plants in order to counter the preblems caused by the de-
cling in water levels on rivers, such as the Po in ltaly;
installing fogging systems to improve the flow of inlet air
and offset the reduction in power output causad by the
increase in ambient termperature in CCGTs;
installing drainage pumps, raising embankments, periodic
cleaning of canals and interventions to consolidate land ad-
jacent to plants 1o prevent landslides in order to mitigate
flood risks.

The Group adopts a senies of best prachces to manage the
impact of weather events on powsr generation, such as:

Weather forecasting both to monitor renewable rescurce availability and detect extreme events,
with warning systems to ensure the protection of people and assets,
Insurance policies to cover damage 1o assets and the negative externalities caused, for example, by

lost electricity preduction,

Real-time remote maonitonng of generation plants.
Safe rooms In areas exposed to tornadoes and hurricanes, such as the wind farms in Oklahoma in

the United States.

In addition, in order to ensure rapid response 1o adverse
events, the Group has adopted specific emergency manage-
ment procedures with protocols for real-time communication
and management of all activities to restore operations rapidly
and standard checklists for damage assessment and the safe
return to service for all plants as rapidly as possible.
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Infrastructure and Networks

The Enel Group's Infrastructure and Networks Global Busi-
ness Line has adopted a more complex and innovative ap-
proach 1o respond to such extrerne events denominated "4R”
in addition to the measures already envisaged 1o upgrade and
improve the electricity distribution grid. This new approach
has been structured over the past few years in a body of doc-
umentation that governs the measuras to be taken in prepara-
tion for a grid emergency once the damage has been caused.
More specifically, the 4R strategy comprises:

™
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An initial “risk prevention” phase, which includes all actions to reduce the probability of losing grid
cornponents due to an event andfor to rminimize its effects. This is pursued both through measures to
enhance the robustness of grid infrastructure in extreme weather events and maintenance measures.
Measures 1o reinforce the grid have been implemented not only 10 improve service quality in general,
but also to reduce the risk of prolonged or widespread outages in the event of a malfunction, using
a probabilistic approach. This approach has mainly been used to reduce the risk of ocutages at crincal
nstallations (primary substations) or for particular grid configurations {wheare no glernative power
supply routes are availablel.

In Italy, 10 prevent service interruptions due to the breakage of overhead power lines as a result of
snowfall, the rnisk of such interrupticns has been assessed on the basis of the probability of losing
segments of the grid and then calculating the relative impact in terms of customers wathout powar
and the 10ss in terms of power not delivered. To address these risks, investrments include the targeted
replacement of uninsulated lines with insulated conductors, increasing the number of alternative routes
to restore power and the use of remote control systems to isolate the section of the grid affected by
the fault a3 gquickly as possible,

Agam in ltaly, the measures to increase resilience are contained in the three-yvear investrnent plan of
e-distribuzione and are designed to limit the risk of service interruptions caused by the main critical
factors that may impact e-distribuzione's medium-voltage grid. The measures for the 2017-2021 pericd
involve some 4 milion customers and over 7000 km of mediom-voltage lines.

A subsequent “readiness” phase that includes all measures to improve the timealiness with which
potentially risky events arg identified, ensunng coordination with the Cwvil Protection Department and
lncal officials, as well as to prepare intervention measures once a fault has ocourred. Examples of
measures include systems for forecasting meteorological events and their impact on the grid, the
provisioning of adequate equipment to build temporary plant or emergency grid structures, the
preparation ot operational plans and the organization of exercises. One ot the most important measures
is certainly the definition of agreements for the mobilization of designated extracrdinary rescurces
1o respond 1o an emergency. These include both internal resources and the resources of contracting
cornpanies operating in other areas of a country andfor in other countries,

The third phase is the "response” phase, meaning the operational response capacity for a specific
axtreme avent, which is directly correlated with the ability to mobilize operational resourcas in the field
and with the availability of grid backup and redundancies.

The final phase is the "recovery” phase, which seeks 10 restore an acceptable and safe level of service
in the shartest possible time.

Response and recovery are complementary, The philosophy
that guides interventions in these twao phases is that excep-
tional resourcas must be used to deal with exceptional events,
and that all the available resources prepared in the readiness
phase must therefore be mobilized. The assessment of the
damage caused to the grid is the first activity 1o be performed,
Enel promptly activates a task force of specialized technicians
and deploys special equipment Thelicopters and genearators)
to restore service, and mobilizes personnel from other areas/
countries, Great attention is paid in these phases to commu-
nication with all the players involved and the determination

Risk management

of the most effective strategy to manage the reparr of power
lines and the restoration of service to customers,

In this regard, the Enel Group in Italy is a penmanent guest
of the Operations Committee of the MNational Civil Protection
Departrment and has signed protocols with both the National
Civil Protection Department and Regional Civil Protection De-
partmeants in order to facilitate communication N emergency
situgtions, joint training and any other initiative that makes
cellaboration with the civil protection system more effective
and rapid.
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With regard to the risks and opportunities associated wath
transition variables, we use the different reference scenarios

in combination with the vanous elements that make up the
risk identification process (e.q. compeatitive context, long-term
vision of the industry, materiality analysis, etc.] to identify the
drivers of potenual risks and opportunities. Prionty is given to
the most material phenomena. The main ricks and opportu-
nities identified within this framework are described below.

Policy & Regulation
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The enactment of laws and regulations that introduce more stringent emission limits by government
action {non-market driven} and market-based mechanisms, such as a carbon tax in non-ETS (Emissicns
Trading System! sectars or an expansion of the ETS in other sectors.

Opportunities: command & control regulations and market-based mechanisms strengthening CO,
price signals to foster investment in carben-free technologies.

Risks: lack of a courdingted approach among the various actors and pelicy-makers involved and
limited effectiveness of the policy instruments deploved, with an impact on the speed of the trend
towards electrification and decarbonization in the various sectors, compared with a decisive group
strategy focused on the enargy transition.

Development incentives and opportunities with a view to the energy transition, consequently guiding
the energy system towards the use of low-emission energy resources as the mainstream approach
in the energy mixes of countries, greater electnfication of energy consumption, energy efficiency,
flexibility of the electrical system and upgrading of infrastructure, with a positive impact on the return
on investment and new business opportunities.

Opportunities: additional volumes and greater margins due to additional investment in the
electricity industry, in line wath the electnfication strategy, decarbonization and the upgrading of
enabling infragtructure.

Risks: obstacles to achieving energy transition targets due to regulatory systems that do no
effectively support the energy transition {delays in permitting, no upgrading of the electricity grid,
etc.).

Ta improve standards or introduce ad hoc mechanisms to incentivize investmeants in resilisnce in the
context of the evolution of climate change.

Opportunitigs: benefits from investments that reduce service quality and continuity risks for the
COMMuUnity.

Risks: in the case of especially severe extreme events with a greaterthan-expected impact, there
is a risk that recavery could be slower than planned, with an associated reputational risk ).

Incentives for the energy transition through appropriate palicy measures and financial instrurnants,
which should be capable of supporting an investrment framewark and a long-term, credible and stable
positioning of policy-makers. Introduction of rules andfor public and private financial instruments
{e.g. funds, mechanisms, taxonomies, benchmarks) aimed at integrating sustainability into financial
markets and public inance instruments,

Opportunities; the creation of new markets and sustainable finance products consistent with
the investment framework, activating greater public resources for decarbomzation and access 1o
financial resources in line with energy transition objectives and the related impact on costs and on
finance charges; introduction of subsidized support tools {funds and calls) for the transition.

Risks: actions and instruments are not sufficient 1o provide incentives consistent with an overall
positioning tailored to the energy transition, uncertainty or slowdown in the introduction of new
instruments and rules due ta the deterioration in the public finances or differences in application in
the geographic areas in which the Group operates,
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Market

Technology

Market dynamics, such as those connected with the variability of commodity prices, the increase
in electricity consumption due to the energy transition and the penetration of renewables, have an
impact on business drivers, with ettects on margins and on production and sales volumes.

Opportunities: positive effects asgociated with the growth in electricity demand and the greater
rocm for renewables and all sources of flexibility,

Risks: less room in the market for residual thermal generation iechnolegies in the short ternm.
However, as the penetration of renewables in the electricity mix increases, the system could
require greater flexibilty, including regulated gas-fired generation.

Gradual penetration of new technologies such as storage and demand response,; digital lever to
transform operating models and “platform” business models.

Opportunities: investments in developing technology solutions,

Products and Services

With the gradual electrification of end uses, the penetration of products with lower costs and a
smaller impact in terms of residential emissions will expand {for example, the use of heat pumps for
haating and coolingt.

{(pportunities: increase in electricily consumption.
Risks: additional competition in this market segment,

Use of more efficient and effective modes of transportation from the peint of view of climate change.
with a special focus on the development of electric mobility and charging infrastructure; electrfication
of large-scale industrial energy users,

Opportunities: positive effects of the increase in electricity demand and greater rargins connected
with the penetration of electric transportation.

The Group has already taken strategic actions to mitigate po-
tential risks and exploit the opportunities offered by the energy
transiton. Thanks to our industnal and financal strategy incor
porating ESG factors, an integrated approach shaped by sus-
tainability and mnovation makes it possibile 10 create long-term
shared-value,

A strategy focused on complete decarbonization and the ener
gy transition makes the Group resilient to the risks associated
with the introduction of more ambitious policies for emission
reductions and maximizes opportunities for the development of
renewable generation, infrastructure and enabling technclogies.
Unlike chronic climate impacts. developments in the transition
scenario could have impacts in the short and medium term {by
2030] as well.

Risk management

As with climate wvariables, we can test the current Business
Plan {2020-2022) for its sensitivity to the factors potentially in-
flugnced by the transition scenano., with particular regard to the
price of CO, {ETS). Examining the main transition variables, the
price of CO, appears to be an especially reliable driver of reg-
ulatory measures that could accelerate the transition process,

To assess the impact of possible changes in this driver, the ef-
fects of a potential change of +/-10% in the CO, price for Italy
and Spain are determined. This price change would modify the
equilibrium price of both wholesale markets, with repercus-
sions on the margins of Global Power Generation for both ther
mal and renewable plants.
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To gquantity the rnisks and opportunities engendered by the energy transition in the medium tarm, two scenarios have been

considered for ltaly and Spain:

Transiticn

Transilion

Transition

Policy &
Regulatior

Rar<et

Produsts &
Services

Based on the current energy transition policies of ltaly and Spain (PNIEC) which are
presumably consistent with an intermediate climate scenario between RCP 8.5 and RCP
2.6. The "current policies” scenaric considered for the two countries, while among the
less ambitious scenarios of RCP 2.6, represents a plausible outlook in that it derives from
policies that have already been approved and which will probably not be digregarded. At a
global level, howevaer, if the world's leading countries do not adopt effective decarbonization
policies, instead pursuing paolicies that produce no change or actually worsen conditions,
the "current policies” approach could still lead to a climate scenario in line with SPC 8.5,

Based on potential rapid transition policies aimed at achieving CO, reduction targets that
are presumably consistent with the RCP 2.8 scenario. This scenario also incorporates an
increase in energy efficiency and a drive to electrify end-user energy consumption,

Risk- impac: on rmargin duse

) Shortfrmedrm
o measures affecting CO. '

. term
e
Opportunity: ncsassn
marging zuc toirmact of
“ransition on slectnfication of
BTy (,Yj['l!jLIl"I][JtIUI"I. hAcdiure teren

Risk: increase in competition
and possible decreaze e rarkel
share.

Opportunity: increase

iIr marging and greater

sespe tor investment due

-0 impact of franstion in kedim term
sorms of poenctration ot now

-echno cgies and electnc

WANSErLa .

[Ty Tirne horizon: short 12020-2022); medium (up to 20304 long (2030-20501,
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IMPACT

Considering the potentia imgact of regulatory me-
ASUrEs 1onnenivize snetgy transimion, the Group
fszesses the exposure to chanoes of +4- 10% in the
price of CO, us g sansimviry anakys 5.

Considering 2o altemative tansition sceranos, tho
Group assessas 11e imzact of frends in efficienay,
tae adoption of clectne devises and the pencetiation
of E¥s to estnrate its potential effect on e ectricity
clarsan

Considering two 2termative transitior scenarios,
the Group has assessed Lhe impact of lrands in
the slectrification of ransportation and residential
consurphion 10 ASsess the potential effects.
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Considering these transition scenarics and models of the en-
ergy system, we determined their impact on the variables that
most greatly affect our business, such as electricity demand,
the system energy mix and the increase in electncity consumip-
tion due to the electrification of final consumption. The transition
effects over the medium term can produce nevw gpportunities,
thanks to the growth of renewables, and potential risks linked
t0 the loss of profitability for thermal plants. Based on assump-
tions about future regulatory developrents and market trends,
we can forecast developments in output in the Group's elec-
tricity markets (for now, Italy and Spain cnlyl and unit margins,
These considarations offer a basis for determining the Group's
possible strategic positioning in terms of resource allocation (far
example, maintaining or iNgreasing our market share in renaw-

ables or accelerating the phase-out of obsolete 1echnologies).
By 2030, the dynamics of the energy transition may produce
significant opportunities in the retail electricity market. The pro-
gressive electnfication of final consumption, especially in trans-
portation and the residential sector, will lead to a significant in-
crease in electricity consumption.

Considering the transition scenarios developed by the Greup for
[taly and Spain, the increase in electncity consumption in the do-
meastic sagment could produce an increase of more than €300
millign in EBITDA by 2030 compared with 2022, Considering a
more gptimistic tfransition scenario, 1.£, one with & higher eleg-
trification rate for transportation and heating/cocling, the effects
could be even greatfer, leaving unchanged the assumptions for
marging and market share set out in the Plan.

UPSIDE/

DOWNSIDE

Global Power +10% Usirie
deneration ltaly and |bena LRITDAMAaar
K jj 10% Doz de
Retail
EBITDA 2030 vs )
Ialy aridd Thena 2032 Upside ‘
Encl % )
Gross margin .
Ital d | b i qid
>< aly and |bena S 2027.9030 Upside A

Risk management

Unsida scenario currant policies

Downaide scenario current policies
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4. PERFORMANCE
& METRICS
REPORT
ON OPERATIONS




Deftinition of performance indicators

In order to present the results of the Group and analyze their
financial structure, Enel has prepared separate reclassihed
schedules that differ from the schedules envisaged under
the IFRS-EU adopted by the Group and presented in the con-
solidated financial statements. These reclassified schedules
contain different performance indicators from those obtained
directly from the consclidated financial statements, which
management believes are useful in monitoring the perfor
rmance of the Group and representative of the financial perfor
mance of our business.,

With regard to those indicators, on December 3. 2015, CON-
SOB issued Communication no. 82543715, which gives farce
ta the Guidelines issued on October 5, 215, by the Eurcpean
Securities and Markets Authonty {(ESMA) concerning the pre-
sentation of alternative performance measures in regulated
infermation disclosed ar prospectusas pubhshed as from July
3. 2016. These Guidelines, which update the previous CESR
Recommendation (CESR/05-178H), are intended to proemote
the usefulness and transparency of alternative performance
incicators ncluded in regulated information or prospectuses
within the scope of application of Directive 2003/71/EC in or
der to irnprove their comparatility, reliability and comprehen-
sibility,

Accardingly, in line with the regulations cited above, the crite-
ria used to construct these indicators are the following.

Gross gperating margin; an operating performance indicator,
calculated as "Operating income” plus "Depreciation, amorti-
zation and impairment losses "

Ordinary gross operating margier it 1% caloulated by adjust-
ing the “Gross operating margin” for all items generated by
non-recurring transactions, such as acguisitions or disposals
of businesses {faor example, capital gaing and losses), with the
exception of those transactions carried out in the renewable
segment, related to the new “Build, Sell and Operate” busi-
ness model launched in the dth Quarter of 2016, where the in-
corne from the dispaosal lar repurchase) of projects represents
an ordinary activity for the Group.

Ordinary operating incame: 1t 15 calculated by adjusting the

“Operating income” far the effects of the non-recurring trans-
actions referred to with regard tc the gross operating margin,
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as well as significant impairment losses on assets following
impairment testing or classification under “Assets held for
sale”

Group ordinary net income it is defined as " Group net in-
coma” generated by Enel's core business and 15 equal to
“Group net income” excluding the impact on it {and there-
fore net of any tax effects and nen-controlling interests) of the
items discussed under "Ordinary operating income’

Low carbon ordinary EBITDA: it is the ordinary gross operat-
ing margin of the se1 of products, services and technologies
included in the following Business Lines: Enel Green Power,
Infrastructure and Networks, Enel X and End-user Markets
{excluding gast.

Gross global value added from continung operations: this
is defined as value created for stakeholders and is equal to
“Revenue! ncluding “Net mcomedlexpense} from commaodity
managemsent” net of external costs defined as the algebraic
sum of "cost of fuels’ “cost of electricity purchases” "costs
of materials’ “capitalized costs of internal projects, "other
costs” and "costs for services, rentals and leases’ with the
latter net of “costs for fixed water diversion fees” and “casts
for public land usage fees”

MNet nan-current assets: calculated as the difference between
“Mon-current assets” and "MNon-current liabilines” with the
exception of:
"Deferred tax assets™;
= "Securitizs” and "Other financial receivables” included in
“Other non-current financial assets”;
“Leng-term borrawings”;
“Employee benefits”,
"Provisions for risks and charges {non-current portion}™;
- "Deferred tax habilities”

Met current assets: calculated as the difference between

“Current assets” and "Current liabilities™ with the exception

of:

= “Cuorrent portion of long-term financial receivables? " Fac-
toring receivables” “Secunties” “Cash collateral” and
“Other financial recevables™ included in "Other current

™
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financial assets”;
"Cash and cash eguivalents™;

= "Short-term borrowings ™ and the "Current portion of long-
term borrowings”;

= “Provisions for risks and charges (current partion}”;
"Other financial payables™ included in "Other current lia-
bilities”

Met assets held for sale: calculated as the algebraic sum of
“Assets held for salg” and "Liabilities held for sale”

Nat capital amploved: calculated as the sum of "Net non-cur-
rent assets” and “Net current assets’ “Provisions for risks
and charges” “Deferred tax liabilities” and "Deferred tax as-
sets’) as well as "Net assets held for sale”

Met financial debt: atinancial structure indicator, determined by:

- "Long-term borrowings” and "Short-term borrowings and
the current portion of long-term borrowings' taking ac-
count of " Short-term financial payables” included in "Other
current hahilities™:

= net ot "Cash and cash equivalents™;

» net of the "Current portion of long-term financial receiw-
ables’ "Factonng receivables "Cash collateral™ and "Oth-
er financial receivables” included in "Other current financial
assets”;

= net of “Securities” and “Other financial receivables™ in-
cluded in "Other non-current financial assets”

Mare genearally, the net financial debt of the Enel Group is

calculated in accordance with paragraph 127 of Recommen-

dation CE3R/Q%-054h implernenting Regulation (EC) no.

8092004 and in line with the CONSOR instructions of July

28, 2006, net of financial receivables and long-term securities.

Main changes in the scope of consolidation

In the two periods under review, the scope of consalidation

changed as a result of a number of transactions. For more

Definition of performance indicators

information, please see note 6 on the consclidated financial
statements.
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Performance of the Group

Operations

229.1 TWh 2.2 min km

Net electricity generation MNet efficient installed Electricity distribution
of which capacrty and transmission grid
fora

44.7 min 79,565

End users with Retall customers of which Charging points
active smart meters of which +62.5% compared with 2018
13.1 mIn of second generation
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The following presents the cperating, environmental and financial performance of the Group

Met electricty generation (Tl 2290 2503 1212)
of which
7 - renawahles (MYVR) 9.4 8.9 na
Tetal net efficient capacity (G B84.3 B5.6 1.3
7 Met efficient installed renewalzls capacity [GW) 42,1 9.2 25
7 Met efficient installed renewable capacity (%] 50% 46% 4%
7 Met efficiant additional installed renewahble capacity {24} 358 268 0.50 E
Elaclricity lransparted an Enel's distribubion gnd (Tyh) 504.0 4844 19.6 ?
9 End uses with active smart meters [na | 44,668,533 43770085 598,453 _
Electricity distributicn and transmission grid demi 2230029 7,226,087 3,832 E
End users inn.) 73,258,840 72,045 664 M3 f
&
Electricity sold by Enel (TWWht 3017 2354 6,3 f
Gas sold 1o end users thillions of M) 10.5 1.2 in7i o
Retail customers ino.} 69,9714 992 EARN A {1.202,751]
- of which freg market 22 7805590 21478721 1,390,869
Il Demand response capacily (M) 6,257 f.215 g2
1 Charging points ino.l 780,565 A8,987 30,598
11 Storage (MWW 110 70 40

11 The figare for 2018 reflents a more ancurate measurament of quantmes transported.
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Net electricity generation (%]

Net electricity generation in 2013 totaled 2291 TWh, a decrease on 2018 that reflected an 18.7% decline in thermal
generation compared with the previous yvear, mainly due to & reduction in coalfired generation -41.6% compared with
2013y, Contributing 1o this development, which was connected with the decarbonization of the gengration mix cited
ahove, were operations in ltaly and Spain, as well as the sale of the Reftinskaya power plant in Russia.

EXN Toto 229.1TWh

Solar | Muclear plants Coal-fired plants
11.5%

Hydroelectric Wind Geothermal Combined-cycle plants | Fuel-oil and
and other turbo-gas plants

o . I . BE.GBY

Solar | Nuclear plants ‘ Coal-fired plants
9.6%

Geothermal Comiyned-cycle | Fuel-all and
and ether plants wrbo-gas plants

Hydroelectric ‘Wind

- 605"

Total net efficient capacity (%)

Al the end of Drecember 2019, the Group’s total net efficient installed capacity was 84.3 GW, down 1.3 GW from 2018,
mainhy due to the sale of the Reftinskaya coal-fired power plant in Russia. This reduction was partialby offset by the entry
into operation of new renewable plants, manly wind and solar in Spain, Mexico and the United States,

EXN o2 34.3 GW

Muoclear plants Coal-fired plants
3.90:1

Solar

Hydroslectric Wind Geothermal | Cormbined-cycle  |Fuel-oil and
and other plants turkbo-gas plants
 E T RPN 1 I F
EXY Totsl 85.6 GW
Salar | Muclear plants Coal-fired plants
3.9%

Hydroelectric ‘Wind Geothermal | Combined-cyele | Fuelcil and

and other plants wrbo-gas plants

- 542 Ijr;
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Main climate change and environmental
sustainability indicators

296 g/kWh_ 54.85%

from total ganeration (% of total
-19.8% compared t0 2018

€16,211 min €9,131 min

products,
services and technologies
+10.7% compared to 2018

ot
o
£
g
o
e
%
5
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Direct greenhouse gas emissions - Seope 1 imilliondt 1 700 05.2 125.2} -26.5%

Indirect greenhouse gas emissions - Stopea 2 (millon ) purchase of

=lectricity from the grid {location based ™ 125 140 02 10.7%
Indirect greenhouse gas emissions - Scope 3 lmillonr_ )= 565,92 55.56 12 84} -1,4%
of which ermissions conneacted with gas sales (mitliand, 235 25,4 (1.5 -5.8%
Specific emissions of CQ, from 1atal genaration igkWh_ |+ 296 364 7301 -18.8%
Specitic emissions of SO, ighkWwh 1" 0.53 0.75 {02t 21.3% "
Specilic ermssions of NO_ gkt ) 0.60 0.72 101} 1874 :
Specific emissions of particulates f.g;'kWh:q} . 31z 07 1011 =259 A%, ;
Total direct fuel consumption (Mios) 300 370 6.9} -18.6%
Reterence price of C(},_ €} 24.8 15.9 8.9 LR.0% :
Average efficiency of tharmal plants (9™ 4240 40.1 1.9 4.7% ':—t
Zorg-omission generation (% of total] 54,35 459.14 5.71 11.6% T
EBITDA for low-carkon products, services and technologes imillicns of €) 16,211 14,645 1,566.0 10, 7% %
Capex for low-carbon products, services and technologies millions of € 913 FANC 1,3558.0 175% '_
Rate o” capex far low-carhon products, services and technologies to total (%] 32 % N % - 1.1% ”
Wiatar withdrawal inwaterstrassed areas (%) 141 1.6 2.5 21.6%
Specific water requirernent for total generation Hr’k‘u‘\.l'l‘._,lj 0.33 0.38 i1 -13.2%

(1) The Seope values “or 2018 have seen modi® ed by adding the new caleulstion categornies atroduced in 2019,

2] Scope 2 emissions for electricity purchased fror the gnd have been recalculated 1o take account of an expansion of the calzulatien basis.

121 Specitiz ermissions are caleulated considenng tate emissions frone thermal generation as o ratio of tatal reaewasble, noclea: and shermal generation fine ading
the contr bution of heati.

The calaulator does nol consider Nahan Q&G plar s be g decommissicned ar of margmal inpact, Inaddibion, the | gures do nat ake acooun| ol comsurmgssn
and gensration for cogeneraticn relatng to Russian thermal generation plants. Average efficiency is calcalazed on the basis of the plant fleet and is weigntad
by peraration

14}
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The Group's ambition for leadership in the fight against ¢li-
rate change was further strengthened in 2019: the target for
the reduction of direct emissions from generation by 2020,
which was set in 2015 at 360 gfkahcu of CO, veith a 26% re-
duction compared with 2007 was achieved one year early. In
fact, 2019 closed with a reduction of 20% compared with the
base year, to 296 g/k¥h_ of CO,. In addition, in 2019 direct
emissions of CO, equivalent (Scope 1} amounted to around
70 million tons equivalent, a decrease of 27% an 2018. The
reduction is attributable 10 a decling in thermal generation
and the concomitant increase in generation from renewables,
which raised the proportion of slectricity generated with ze-
ra-emissions sourced o 54.9% of total consolidated outputin
2013 {a significant increase on the 49.1% registered in 2018).

Specific atmospheric emissions of SO, and MO, also declined
by about 21% and 17% respectively compared with 2018, as
canfirmed by emissions of particulates, which declined fur
ther due 1o a reduction in generation from coal during 2019,

Responsible water resource
management

Water is an essential part of electricity generation, and Enel
therefore believes that the gvailability of this resource 13 4
critical part of future energy scenaros. The Group has always
managed the water we use efficiently through ongoing moni-
taring of all power plants located in areas threatened by water
scarcity. Enel employs the following levels of analysis:

82

- the mapping of generation sites in areas at risk of water
scarcity, 1.e.where the average availability of per capita wa-
ter resources is below the benchmark level set by the FAQ
{the mapping 15 performed using the Global Water Toal of
the World Business Coungil tor Sustainable Development);

= the identification of "critical” generation sites, L.e, those in
water scarcity areas drawing on fresh water;

= more efficient management of water resources n arder to
maximize the use of waste water and sea water.

About 8% of the Enel Group's total electricity output uses
fresh water in waterstressed areas. In 2019 the total water
reguirement was 773 millicn cubic meters, same 20% less
than in 2018, reflecung a decrease in thermal generation
compared with the previous yvear. The specific requirement
for 2019 was 0.33 kWh_, 13% less than in 2018,

Preserving biodiversity

Preserving biodiversity is one of the strategic objectives of
Ernel's environmental policy. The Group promotes specific
projects in the varicus areas in which we operate in order to
help protect local species, their natural habitats, and the lo-
cal ecosystems in general. These projects cover a vast range
of areas, including; inventory and monitonng; programs to
protect specific species; methodological research and other
studies; repopulation and reforestation; and the canstruction
of infrastructure supports to promote the presence and activ-
ities of various species {e.g. artificial nests along power dis-
tribution lines for birds or fish ladders at hydroelectric plants).

™
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Group performance

€17,704 min €6,878 min €2,174 min

Gross operating margin Operating income Group net income
+8.3% compared to 2018 €9,900 million in 2018 -54.6% compared to 2018

€17,905 min €11,096 min €4,767 min

Ordinary gross Ordinary operating income Group ordinary net income

operating margin ; -
+‘|0800 Compared to 2018 01 V‘Ih|Ch +1?400 C(}mpared 10 2018

L} ] . 3
s
b=
o

Millions ot euro &
ﬂ_:l-

Revenue 80,327 75,574 4,752 63% &

Costs £1,390 58,756 2134 3.6%

Met incomefiexpense! from commodity risk management 733 532 11,2651

Gross operating margin 12704 16,351 1,363 8.3%

Depraciation, amartizaban and mmpairmanl losses 10,826 6,451 4,378 E78%

Operating incorne 6,978 9,900 (3,022} -30.5%

Financial income 3,953 4,367 14081 9.4%

Financial expense 5,357 5,409 121 0.2%

Total net financial income/{expense) 2,444) (2,048) {396} -19.3%

Sharelof mcome{[losses} from equity investments accounted (122) 349 1471} )

for using the aquity mathod

Income before taxes 4,312 8,201 {3.889) -474% =

Income taxes 336 1,851 {1,015 54.8% :

Net incoma from continuing operations 3.476 6,350 {2,874} -45.3% ?

Het incoma from discontinued operations - - - - 3

Net income [Group and non-controlling interests) 3,476 §,350 (2,874} -45.3% _=L

Mal incarne allribulable Lo shareholders of Parent Campany 2174 4,789 12,615 -54 GY% T

Net income attributable te non-centrelling interests 1,302 1,561 1259 -16.6% ,—§
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Revenue

Millions of euro

Sale ot electricity

Transport of electnicity

Fees from network operators

Transfers from institutional market operators

Sale of gas

Transport of gas

Sals of fuels

Faes far connaection to elactricity and gas netwarks
Reverue fram construction contracts

Sale of commedities under contracts with physical delivary (IFRS S
Other revenue

Total

The increase in revenue is largely attributable 16 the itern " Sale
of commodities under contracts with physical delivery”™ as a
result of reclassifications wath no impact on margins. The re-
classfications wera connected with the application of the IFRIC
Agenda Decision of March 2019 to non-financial transactions
with physical delivery measured at fair value in accordance with
IFRS 9.

The additional increase in revenue is attributable to the posi-
tive performance of Infrastructure and Netwarks, in particular
in Latin America, mainly due 10 the contribution of Enel Dis-
tribuigdo Sao Pauloin Brazil and the settlemient of outstanding
regulatory tems in Argentina, and to Thermal Generation and
Trading in ltaly, reflecting in particular an increase in trading
activities. These effects were only partially offset by lower
revenue from on End-user Markets in Spain and [taly and by
adverse exchange rate developments.,

Other revenue recognized in 2019 included:

= the gain on the sale of Mercure Srl, a special purpose ve-
hicle 1o which Enel Froduzione had previcusly transferred
the Valle del Mercure biomass plant (€108 millicn};

» the negauwve goodwill (€181 million} deriving fram the
definitive allpcation ot the purchase price of (i @ number
of companies sold by Enel Green Power North Ameri-
ca Renewable Energy Partners LLC (€106 million) and {ii}
Tradewind, which went from being an associate to a whol-
ly-owned subsidiary (negative goodwyill of €75 million);

- the gain of €42 million on the sale of Gratiot and Outlaw,
two renewables projects developed by Tradewind;

= @n increase N revenue in Argentina following the agree-

84

m 2018 Change

40,045 39,278 767 2.0%
10,470 10,101 369 37%
366 1,012 11481 -1.4%
1,625 1,71 {861 S.0%
3.294 4.401 11,107 -25.2%
617 578 41 7%
914 918 {51 -1.5%
785 714 71 9.5%
44 735 14 1.59%
16,294 11,833 4,461 377 %
4,668 4,295 373 87%
80.327 75,575 4,752 6.3%

ment between Edesur and local authonties settling recip-
rocal disputes originating in the penod from 2006 to 2016
{€223 million}:

= the reimbursement envisaged tor the exercise of the right
of withdrawal by a4 major industrial custormer concerming the
supply of electricity by Enel Generacion Chile (€160 million},
of which €30 million regarding thermal generation and the
remaming €80 million concerming renewables generation;

« the adjustrment of the price tor the acquisition ot eMotorw-
erks in 2017 following application of a number of contractu-
al clauses (€98 million};

- the fee of €50 rmillion fram the agreement reached by e-dis-
tribuzione with F2i and 2i Rete Gas for the early all-inclu-
sive settlement of the second indemnity connected with
the disposal in 2009 of the interest held by e-distribuzione
in Enel Rete Gas.

In 2018, that itern had mainly compriged:

» the gain and the re-measurement at fair value totaling €130
million connectad with the sale of eight companies invelved
in Project Kino in Mexico at the end of September 2018;

= the indemnity ot €128 million received In connaction with
the agreement of e-distribuzione for the sale of Enel Rete
Gas in 2009;

- the gain of €65 million on the sale af EF Sclare ltalia;

« the gain of €18 million on the sale of a number of rengw-

ables companies in Uruguay.
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Costs

Killicns of euro

Electricity purchases

L onsumption of fugl for electricity generatian
Fuel for trading and gas for sale Lo end users
IMatenals

Perzannel

Services, leases and rentals '

Other aperating expenses

Capitalized costs

Total

2019 20M8 Change

20,442 19,802 647 3.3%
4,228 4,920 16921 -14.1%,
9.284 12,783 13,4991 -Z7 4%
2,10 1.911 199 10 4%,
4,634 4,581 53 1.2%

16,264 16,254 10 0.1%
T278 1,769 5,507

i2,355) {2,264 21} -4.0%

61,890 59,756 2,134 3.6%

17 OFwhich cosls lar fixed waler dreersion T2es ol €171 million v 20012 €167 million < 20180 and cosls lor pabls land usage fees ol €26 rulliar in 2009 1€24 e lon

in 208},

The increase in costs is mainly attributable to the application
of the IFRIC Agenda Decision of March 2019 to non-financial
transactions with physical delivery measured at fair value in
accordance with IFRS 8, which involved reclassifications of

(Gross operating margin

income staterment iterms with no impact on margins.
Please see the notes to the consoldated financial staternents
for more details on costs for the year.

The following table reports developrnents in the gross operating margin by business arga:

Millicrns of auro

Thermal Gereration and Trading
Enal Green Power

Infrastructure and Netwarks
Enctuser Markoets

Enal X

Lervices

Other, ehminalicns and adjuslmenls

Tatal

The rise in the gross operating margin despite adverse ex

change rate developments (espacially in Latin America) mainly

reflects:
Infrastructure and Networks operations in Latin America
{€496 million), mainly due ta the change in the scope of
censolidation with the acguisition of Enel Distribuicdo Sao
Paula, income from the agreement betwsen Edesur and
the Argentine government settling reciprocal disputes from
the period trom 2006 to 2016 and in Italy (€227 millian},
mainly due to a decrease in campliance costs connected
with the purchase of energy efficiency certificates. In ad-

Perfarmance af the Group

1,395 1.117 273 24.94%
4,604 4.608 4 1%
8,278 7539 739 9.8%
3,287 3,073 208 f.8%
158 124 34 274%
126 85 a A8.2%
1144t 201 57 28.4%
17.704 16,351 1.353 8.3%

dition, in 2019 e-distribuzione recognized additional indem-
nitigs of €60 millicn connected with the disposal 1o F2i of
Enel Rete Gas; in 2018 those indemnities had amounted to
€128 million;

= Thermal Generation and Trading in Spain (€165 million] and

Latin America (€173 million), due respectively to (i) the sus-
pension of taxes on thermal and nuclear generation as well
as an increase in the margin of nuclear plants, which made
up the shartfall caused by the significant decrease in hydro
cutput due to poor water conditions in 2019 and (i) the im-
provement in margins posted by the Fortaleza plant in Bra-
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zil, mainly reflecting a decling in provisioning ¢ests and the
effect of the renegotiation of a supply contract between
Enel Generacion Chile and its customer Anglo American
following payrment of an indemnity of €80 million. In ad-
dition, writedowns totaling €308 million were recognized
on inventories of spare parts and fuels held by coalfired
plants in ltaly and Spain for which impairment losses were
recognized. This was partially oftset in Italy by the gain on
the disposal of Mercure Srl by Enel Produzione, which net
of transaction costs amounted to €34 million;

End-user Markets in Latin America (€85 million}, mainly dus
ta the impact of the acquisition of Enel Distribuicao Sac Pau-
lo, and in Italy (€81 million), due to greater operating efficien-
cy linked especially to lower electricity provigioning ¢osts,

Ordinary gross operating margin

Milligns of &uro

which morg than offset the decling in quantities sold,

- Enel X, thanks 1o the adjustment of the price for the acqui-
sition of eMctorWerks in 2017 as noted for revenue (€38
million).

The Enel Green Power Business Line posted a gross operat-
ing margin in line with the previous year, as the income re-
corded in North Amenca for the negative goodwill following
the purchase of a number of companies of Enel Green Power
North America Renewable Energy Partners (EGPNA REP) and
Tradewind, the capital gains from the sales of Gratiot and Out-
law and the higher average prices applied to electricity sales
In Italy were essentially offset by the gains recorded in 2018
on the sale of a number of Mexican companias {Project Kino)
and the sale of EF Solare Italia.

Other,
Thermal Enel eliminations
Generation Green Infrastructure  End-user and
and Trading Power and Networks  Markets Enel X Sevvices  adjustments Total
Gross operating margin 1,395 4,604 8,275 3.257 158 126 {144) 17704
Indemirity from disposal of interest in )
- - i - - - -
Enel Rete Gas ) 1601
Adiustment 1o fair value of purchase
- an - - 30
price of a number of Greek companizs
Wiritedown of fuel and spare garts
imventonas of g number of coal-fired 308 308
plants in Italy and in Spain '™
Wiitadown of Rettinskaya coal-tired 7 7
plant in Russia
Dizposal of interest in Mercure Srl 194 194
Ordinary gross operating margin 1,616 4,634 8,228 3.287 158 126 [144) 17905

(1) Tha wertedoeer of fugl and matenalafspare parts mvertoneas is not congidzred crdinary bacause it was connectad with therrpamrant reccgnized for a number

86
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Millicns of euro 2Mmse
Other,
Thermal Enrel eliminations
Ganeraticn Green  Infrastructure End-user and
and Trading Poweer  and Networks Markets Enel X Zervices adjustments Total
Gross operating margin 1.117 4,608 7539 3,079 124 85 {201) 16,351
Inderminity from disposal of interest in ) .
N N _ _ 283
Enel Rete Gas el nzel
Ganon sale of EF Solare [tala - [Lala)] 65
QOrdinary gross operating margin L7 4,543 741 3.079 124 85 {201} 16,158
Operating income
Iillions of euro
m 2018 ChBr]gC
Therrial Gereration and Trading 13.434) 1113 13,376}
Enzl Green Power 3276 3,805 1229} -5.5%
Infrastricture and Networks 5277 4,787 450 10.29%
End-user Markets 2,163 1,958 205 10.5%
Enel X 98 19 Mm7h
Services 75 {38] 37} -7 49,
Orther, elirminations and adjustrments (171} 12131 42 19.7%
Total 6,878 9,900 {3,022) -30.5%

The decrease in operating income reflected an increase in
depreciation, ameortization and impairment losses of €4,375
million, despite the improvement in the gross operating mar
gin. The increase in depreciation, amortization and 1mpair
ment losses reflected the writedowns in 2013 of a number of
coalfired plants in ltaly, Spain, Chile and Russia, which led to
the recognition of impairment losses totaling €4,010 million.

Ware specifically, n the 1st Half of 2018 two plants in Chile
were written down by €356 millicn, reflecting in part the ef-
fect of the agreement with the Chilean government an their
early closure, while in RBussia writedowns reflected the sale
of the Reftinskaya ceal-fired plant, which at June 30, 2019 had
been classified as held for sale and its value adjusted (€127
million) 1o take account of the sale price. In the 3rd Quar
ter of 2019, the adverse developments in conditions in Spain
associated with the deterioration in commodity prices and
the aperation of the CO, emission market, compromised the
competitvenass of coal-fired plants. In ltaly, in addition to the
deterioration in market conditions, the implementation of the
new system for remunerating generation capacity availabili-

Performance of the Group

ty (the capacity market) narrowed the future scope for using
plants with higher levels of CO, emissions, providing for the
exclusion of coal-fired plants from the electricity market. For
these reasons, the carrying amaount of a number of coal-fired
plants in ltaly and Spain, including dismantling charges, was
wiritten down by @ 1otal o €3,527 million.

The change in operating income also includes the depreci-
ation charges on rights of use over leased asssts, which as
from January 1, 20193 are recognized as leased property, plant
and equipment and depreciated over the term of the associ-
ated leases in application of IFRS 16 (€203 million), and the
writedown of the receivable far the Funac by the Braailian dis-
tribution company Enel Distribuicdo Goids in the amount of
€96 million.

These factors were partly offset by the writeback of €265 mil-

licn recognized in respect of gas-fired plants in Italy following
impairment testing.
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Ordinary operating income

Millonsof uro _________________a__________

Other,
Enel eliminations
Thermal Generation Green  Infrastructure  End-user and
and Trading Power and Networks Markets Enel X  Services adjustments Total
Operating income (3,494] 3,276 5277 2,163 (98] (75] {171} 6,878
Indemnity from disposal of . .

- - 50 - - - - )]
interast i Enal Rete Gas o ot
Cisposal of intarast in Mergure (941 ) ) ) ) ) ) (941
Sl
Writedown of fuel and spare

arts invantories of b
pa IH‘«: ntarigs o _d nuarnoer 3U8 . } } } . . 3U8
of coal-fired plants in Italy and
n Spaint!
Writedown of a number of coal- 1.036 ) ) ) ) 1036
fired plants i taly
‘\.-."\-rltedown of a ngmber of coal- 1 B3 ) ) ) ) ) 1 E91
fired plants m Spain
Be\faluatuon af a number of gas- (2681 ) ) ) ) ) ) 12681
fired plants i taly
W IE] _
’\ ritedown of a number of coal 356 } ) ] } } ) 356
firad plants i Chile
Wi f Reftinskaya coal-

Nritedown of Beftinskaya coal 134 ) ) ) ) ) ) 134

fired plant in Russia

Writedown of a number of

renevyables projects in ltaly and - 70 - - - - - 0
Marth America

Writedown of Funac receivable

- - - - ]
of Enel Distnbuicao Goids 96 96
Wiritedowwn of certain intangible 77 ) ) 77
assets of Enel X North Ameniza
\Writedown af certain assets ot 59 ) 55
Enel Itaha
Adjustrment of purchase
price af a number of Graek - a0 - - - - - 30
carmpanies
Ordinary operating income 472 3376 5,323 2,163 {21 (48] {171) 11,096

[Mr The wrtedown of fuel and mazenals/spare parts inventories is not considersd ordinary because itwas connected w th the impairment recognized for a number
of coal-firad plants i taly and Spa .
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fillicns of eurn

2ha

Other,
Thermal Enel eliminatians
Ganeration and Gresn Infrastrocture End-usear and
Trading Powegr and Networks Markets  Enel X Serviges adjustments Total
Operating incame {118) 3.505 4,787 1.958 19 {38) 213) 9,900
Indernnity frem disposal ot Enel 28] ] i . ) 1281
Fete Gas
Gain an sale ot EF Solare Italla - 165} - - - =13l
Wintedown of Alcadia plant
o T HeUEE B 82 - - - - 82
I=pain]
Reversal of impainment on EGP
Hellas CGLU and imparrment of - 117 - - - ma
wind projects (Cyclades islandsl
Wintedown ot Muove Energie
= 27 27
CGEY
Met writedowen of binmass and o4 ol
salar plants o ltaly
Ordinary operating income (9] 3,417 4,659 1,958 19 (38) {213) 9,793

Group net income

Group net income for 2019 amounted to €2, 17 million, com-
pared wath €4,789 million the previous year. The decrease in
operating income discussaed above was accompanied by

= the effects of the repurchase in March 2019 of control of
13 companies from EGPNA REP which led to a changs in
the scope of consolidation and the recognition of a caprtal
loss by EGPNA REP,

= the recognition in 2018 of i} the reversal of impairment of
the financial recevable arising following the sale of 50%
of Slovak Power Holding for €186 millon and {1l the pos-
itive adjustment of the fair value of that receivabls in the
amount of €134 million;

- the writedown of a financial recervable in Spain in the
amount of €21 million associated with the Litoral coal-fired
plant, which underwent impairment testing;

= the revaluation in 2018 of the assets of the equity invest-
ment measured using the equity method of Slovak Power
Holding in the amount of €362 million and the writedown
in 2018 of the same equity investment in the amount of
€34 million;

Performance of the Group

= the recognition of prepaid taxes in 2008 on prioryesr loss-
es by Enel Distribuicao Geids (€274 million) and Enel Green
Power SpA due to the merger with 35un (€85 mullion};

= nen-controlling interests, which benefitted from an im-
provement in net income as a ratio of pre-tax income in
the two years under review, reflecting in particular the im-
pairment recognized on the wholly-owned subsidiary Enel
Froduzione.

These effects weie partially offset by the reversal of deferred

tax hakilities of Enel Distribuicdn Sao Paulo following the

merger with Enel Brasil Investimentos Sudeste SA {"Enel

Sudeste”] in the amaount of €484 million.

Group net ordinary income in 2019 amounted to €4,767 mil-
licn (€4,060 million in 20184, an increase of €707 millien com-
pared with 2018, The followang table provides a reconciliation
of Group net inceme with Group net ordinary income, indi-
cating the nan-recurring items and their respective impact on
performance, net of the associated tax effects and non-con-

trolling interests.
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Willions of euro

Group nat income

Indemnity trem disposal ot interest in Enel Rete Gas
Disposal of interest in Mercure Srl

Writedown of cartain assets held by Slovak Fower Halding

Wairitedown of fusl and spare parts inventaries of a number of coal-fired
plamts in Italy and in Spain

waritedown of a number of coal-fired plants i [1aly

Writedown of a number of coal-fired plants in Zpain

Rewvalugtion of a number of gas-fired plants ltaly

“Writedown of a number of coal-fired plants in Chile

Writedown of Reftinskaya coal-fired plant in Russia

Witedown of Funac recevable of Enel Distrbuicde Gomas
Writedown of certain intangible assets of Ensl ¥ North America
YWritedown of certain assets of Enel ltalis and Enel Green Power

Writedown of assets of a number of wind and hydro projects in Morth
America

Adjustrment of purchase price of a number of Greek companies
Wriledown of Aleadia plant (Spaimt

Reversal of impairment cn EGP Hellas CGU and impairment of wind
projects (Cyclades islands)

Gain on sale of EF Solare Italia
Writedown of Muowe Energie CGU
Writedown of biamass and solar plants in [taly

Group ordinary net income '™

[y laking accounl of tas eflzos and nor-contralling mle esls.
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2,174
B
97;

38
203

1,400
349
1188}
151
60

3B

77

31

30

4,767
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Analysis of the Group’s financial
position and Tinancial structure

€92,113 min €45,175 min

Nel capital employed Met financial debt
€88.941 millicn +9.9% compared 10 2018
at December, 31 2018
| L

+22% €9,947 min

fTotal gross Total capital expenditure of which
debt €61,547 millicn

Analysis of the Group’s financial position

Millions of euro

ot
o
£
g
o
e
%
5
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=
g
=
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at Dec. 31,219 at Dec. 31, 2018 Change

Net non-current assets!

- praperty, planl and aquipment and inlangible assets 35,010 95, 780 3,230 3.4%
- gjoodwall 14,241 14,273 (324 0,29
- gquity investments accounted for using the equity method 1,682 2005 417} -19.9%
- ather net non-curnrent assetsdilinlities) 5,022] (5, 636 574 11.8%
Total net non-current assets 109,91 106,456 3,455 3.2%

Net current assets:

- trade recewables 13,083 13,687 1504} -3.7%
- irmvenlaries 2.531 2818 12874 S10.2% :
- net recernvables due from institutional market cperators 13,775 13,200 |5TE S18.0% ;
- other net current assets/liabilities) (7282 17583 307 4.0% _
- trade payables 12,950 113,387 427 3.2% _E
Total net current assets (8.403) 12771} 1632) -B.1% :1
Gross capital employed 101,508 98 685 2,823 2.9% %
Provisions:
- employes benafits 13,7711 {2.187) (5B -18.3%
- pravistons tor risks and charges and net defered taxes 5,722] 6,838] 1,116 16.3%
Total provisions {9,493} {10,025} 532 5.3%
Net assets held for sale 98 281 (183) -65.1%
Net capital employed 92,113 88,941 3,172 3.6%
Total shareholders’ equity 46,938 47852 (914} -1.9%
Net financial debt 45,175 41,089 4,086 2.9%
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Property, pfant and equipment and intangible assels in-
creased, essentially reflecting nvestrment in the period
{€9,265 million}, changes in the scope of consclidation
{€1,192 million}, largely due to the acguisition of control of
a number of companies of EGPNA REP that had previous-
ly been accounted for using the equity method, the consal-
idation of Tradewind Energy and the acquisition of YouSave.
Other factors included the adjustment of the carrying amount
{including dismantling charges) of the Bocamina | and Tara-
pacd plants in Chile and a number of plants in Italy and Spain
(€762 million) and the effects of accounting for hyperinfla-
tian, These factors were partly offset by adverse exchange
rate developments (€607 million), mainly in Latin America, by
depreciation, amaortization and impairment losses of €9,6350
millicn for the year, and by the sale of the Reftinskaya GRES
coal-fired plant to JSC Kuzbassenergo,

92

The change in goodwill mainly reflects the writedown of cer
tain assets of a project company in North America, as the
praject will no longer be pursued.

Net assets held for sale mainly regard the value of a number
of hydro companies accounted for using the eguity method
held by EGPNA (now Enel North Americal and the Rionegro
plant in Colombia, while as noted above the Reftinskaya GRES
coal-fired plant was sold during the 4th Quarter of 2019

Net capital employed at December 31, 2019 amounted to
€32,113 million and was funded by shareholders’ aquity at-
tributable 1o the shareholders of the Parent Company and
non-controlling interests in the amaount of €46,338 million and
net financial debt of €45,175 million. At December 31, 2019,
the debt/equrty ratio was (.96 {0.86 at December 31, 2018}

Consolidated Annual Report 2019 O ™



Analysis of the Group’s financial structure

Net financial debt

Net financial debt and changes in the period are detailed in the table below.

Millions of curo

at Dec. 31, 2019 at Dec. 31, 2018 Change

Long-term debt:

- bank borrewarngs B3.407 8,819 1412] 4.7
- honds A3,294 38,633 1,681 12.1%
- other horrowings 2473 1,531 1 tive] G1.59%,
Long-terr dabr B TR 48983 5181 10.6%
Lorg-term financial receivables and soccuntios {3.188) (3.272 g7 2.7%
Net long-term deht 50,939 45,71 5,278 11.5%

Short-term debt

Bank horrowings: il
- short-terrn porticn of long-term bank barrowangs 1,121 1.830 708 -38.T Y E
- gther short-term bank horrowings 579 612 67 12.1% ‘f
Short-term bank borrowings 1,700 2,342 (G421 -27d% E—:
Bends (short-term perticn) 1,908 1.241 565 42 1% E
Other berrowings (shart-term partion) 382 194G 186 94, 9% &
Commercial paper 2,284 2,393 105 4.G%
Cash collaleral on darivatives and ather financing 750 30 449
Other short-term financial payakles ™ 351 438 871 -19.9%
Cther short-tarm dabt 5673 4,669 1,004 215%
Long-tarm financial receivables (short-term portion (1.585] 11,222 B3] 41
Firnancial receivables - cash collateral {2,163 {2.559) 106 15.9%
Other short-term financial receivables [369) {859} 430 570%
Cash and cash equivalents with banks and shart term securities (9,080) 16,693 (2,387 35 79%
Cash and cash oqunalonts and shoct-torm financial reconatilos (13 187) (11,6833 {7504 S13.gu
Net short-term debt (5.814) {4,622} {1.182)  -258% 5
MET FINANCIAL DEBT 45,175 41,089 4,086 9.9% ;
Met financial debt of “Assets held for sale” - 362 {362} - ?
1) Includes currerl Bnancial paydbles ircluded o Chher current iinancial liat lies. -__t
z
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Net financial debt amounted to €45.175 million at Decem-
Ber 31, 2019, an increase of €4,086 million compared with
December 31, 2018, due mainly to the increase in bond is-
sues and other borrowings, only partly offset by changes in
cash holdings and financial receivables.

Gross fingnecia dobt

Millions of eura

Gross long-term Grass shart-term
debt debt
Gross financial debt 57583 3964
ot whigh:
- debi connacted with achievamant
N
5f SDGs 3. 758

Cabt connected with achievernent of
50Gs/Total gross financial detat (%)

More specifically, gross long-term debt {including the short-

term portion) arounted to €57583 million, o1 which €13,758

million in respect of financing connected with achievernent of

SDGs. It breaks down as follows:

- bands in the amount of €45,200 million, of which €7260
millicn in respect of sustainable honds. More specifically,
fronds increased by a total of €5,226 million compared with
December 31, 2018, mainly reflecting the following sus-
tainable issues of Enel Finance International:

€1,000 million in respect of a fixed-rate green bond, is-
sued in January 2019 and maturing in 2025;

$1.500 million teguivalent to €1,336 million} in respect
of a bond issue in September 2019 and maturing in Sep-
tember 2024, linked to the Group’s ability to achieve a
certain percentage of installed renewables capacity by
Decermber 31, 2021 (SDG 7);

- €2,500 million in respect of multi-tranches bond issues
in October 2013 and matunng n 2024, 2027 and 2034,
linked to the Group's ability to achieve a certain percen-
tage of installed renewables capacity (530G 7 and to
reduce direct greenhouse gas emissions (SDG 13}

- bank borrowings of €9,528 million, of which €6,488 in re-
spect of sustainable loans. The aggregate decreased by
€1,121 million compared with the previous vear, mainly re-
flecting repayments during the year.

The following sustainable credit facilities were obtained in

2019, on which no drawings were outstanding at Decem-

her 31, 2019:

94

at Dec. 31, 2019

At December 31, 2019, gross finangial debt amounted to
€61,547 millicn, an increase of £€5,553 million on the previous
year.

at Dec. 31, 2HME

Gross king-term Gross short-term

Gross dabt dleht dett Gross debt
51,547 52,350 3.644 55,594
13,758 8,535 B.53%

22% 15%

a credit facility of €1,000 millicn obtained on October
2, 2019 by Erel SpA linked to the achievement of the
United Nations Sustainable Development Goals;

- a credit line of $220 million (equivalent to €186 million)
and a loan of $340 mullion lequivalent to €303 million} ob-
tained on November 20, 2019 by Enel Finance America
linked 1o the achievement of the United Nations” Sustain-
able Devslopment Goals;

=+ other borrowings of €2,885 millon, which increased by €1,128
million due to the apphcation of the IFRS 16 on leases.

Gross short-term financial debt amounted to €3,964 million,
decreasing by €320 million compared with Decermnber 31, 2018,
[t consists mainly of commercial paper in the amount of €2,284
million and cash collateral on derivatives and other financing to-
taling €750 rmillion.

Cash and cash equivalents and short- and long-term financial
receivahles came to €16,372 million, an increase of €1,467
million compared with the end of 2018, mainly due to the
increase in cash held at banks and short-term securities in
the amount of €2,387 millicn, enly partly offset by dechnas in
cash collateral paid to counterpartias and in other short-term
financial receivables in the amount of €406 million and €489
million, respectively.

™
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Cash flows

Millicris of euro

Cash and cash equivalents at the beginning of the year '
Cash flows from operating actvities

T.ash tiows from investingddisinvesting activities

Cash flews frem finanzing activitics

Effect of exchange rate changes cn cash and cash equivalents

Cash and cash equivalents at the end of the year

11 Of which cash and cash equivalents equal 10 €6,830 mullion at January 1, 2019 (€782 mullion at January 1, 2018),

Change

6,714 7121 (407)
11,251 11.075 176
19,115} 1661} R45
306 01,836} 1,942
7 185} 109
9,030 6,714 2,366

shot-term secuntes equal 1o €83 llion

at Janoary 1, 2019 (€69 ro o at Janoary 1, 20081 and cash and cash cquivalents portaming to assets held for sele in the gmcunt ot €21 millian e Jauesry 1,

2013 €31 mulhon at January 1, 2018).

121 O which zash and cash equivalents egual o £€9,0629 million 31 Decarmber 37, 20019 (€663 million at Decernbar 37, 200183, short-larm securines agual w0 €51
million at December 31, 201% (€63 millicn at Cecennker 31, 20181 and cash and cash equivalents pe-taining to assets held for sale in the ameount of €21 mil-

ln al Dacermber 31, 2018,
Cash flows from operating activities in 2012 were a positive
€11,251 millicn, an increase of €176 million compared with the
previous year, mainly reflecting the improvement in the gross
operating margin, partly offset by the increase in cash reguire-
ments connected with the change in net current assets.

Cash flows from investing/disinvesting activities in 20119
ahsorbed funds in the amount of €2, 115 million, whils in 2018
they had absorbed liquidity totaling €2,661 million. Capital ex
penditure by Business Line is reported in the next section,
Investments in entities (or business units} less cash and cash
equivalents acquired amounted to €682 million and were
mainly accounted for by the acquisition through Enel Green
Power MNorth America (EGPNA, now renamed Enel North
Americal, of 100% of seven renewables plants previcusly
held by Enel Green Power Morth America Renewable Energy
Partners (EGPNA REP), a joint venture held equally by EGPNA
and General Electric Capital's Energy Financial Services.
Dispesals of entities and business units, net of cash and cash
aquivalents sold, generated cash flows of €320 millian, They
mainly regarded the disposal of 100% of three solar plants in
Brazil, the disposal of the business unit comgrising the Mer
cure biormass generation plant and the disposal by EGPNA
{now Engl Marth Americal of 30% of its stake In the EGPMNA

REP joint venture, which holds a number of renewable energy
project development companies ithe Athena operation}.

Cash flows from financing activities generated an increase
in liguidity in the amount of €306 million, while in 2018 they
showed cash absorption of €1,636 million. The flow in 201215
essentially associatad with:

- the increase in net financial debt {the net halance of repay-
ments and new borrawing) in the amount of €373 million;

= the payment of dividends totaling €3,957 million,

- transactions in nan-controlling interests amaunting to €530
million, mainly regarding the increase in the interest in Enel
Américas under a number of share swap contracts with a
financial institution, which increased the stake from 61.8%
to 59.97%, and the non-proportional capital iIncrease in the
subsidiary.

In 2018, cash flows from operating activities in the amount of
£11.251 million more than offset the cash needs for investing
activities totaling €3,115 million.

The Group also made greater recourse to external sources
of financing in order to benefit from favorable market condi-
tions, creating a substantial liquidity buffer for use in future
operations.

Analysis of the Group’s financial position and financial structure 95
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Capital expenditure

Willions of euro

Thermal Generation and Trading
Enel Grean Power

Infrastructure and Metworks
End-user Markats

Encl X

Services

Other, alimimations and adjustments

Total

851
4293
3905
449
270

134

9,947

(1] The f'gure does not include £4 million regarding urits clzzzifed as "he d for zale”
[21 The f gure doss nat include €378 nullion regardirg un ts classified as “held for za 2"

Capital expenditure ncreased by €1,795 million compared
with 2018, mainly reflecting investment in wind and solar

96

Brazil.
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839
2,784 ™
3.830
37
183
108

36
8.152

1.79%

Change

1.4%
54.27%

2.0%
201%
4753
268.4%
28.0%
22.0%

plants in Spain, the United States, Canada, South Africa and
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Enel shares

Enel and the financial markets

argss aperating margin ger share (eura) 1.74 161
Dperating mcorme per share (guro} .68 0.57
Group net earings per share [guro} .21 047
Group net ordingry earmings per share (guro) .47 0.40
Dividend per share (euro)! 328 0z2e
faroup shareholders’ equity per share (euro) 2.5 312
Share price - 12-moenth fugh lours) 721 5539
Share price - 12-menth low (gura) .08 424
Average share price n Decernber (guro) B85 494
Iarket capitalization [(millions of surgi* 70.047 50,254
Mo of shares outstanding at December 37 frillions) ' 0,165 10,167

ot
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=
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i) Dividend proposed by tve Board of Dirscters on March 15, 2028
121 Calzulated an average share price n December,
(3] The change is due to the surchasa of 1,549 152 treasury shargs with & par salue of £1.00 each

Current ™

Enel stock weighting in: at Dec. 31, 2018 at Dec. 31, 2017

- FT3E-MIE incex 16.40% 15.04% 13.86% 11.83%

- FTSE-RIB index 4.46% A421% 378% 3.82%

Rating
Cutleock STABLE STABLE STABLE STABLE

Standard & FPoor's Medium/flong-term BBE+ BEB+ BBE+ BBB+
Shart-terrmn A2 A2 A2 A2 .
Cutlock POSITIVE POSITIVE STABLE STABLE f

Moody's Medium/fong-term Baa? Baa2 Baa? Baa2 ;
Shart-term - - - P2 _
Outlook STABLE STABLE STABLE STABLE _E

Fitch MMediumflong-term A A- BEE+ EBEB+ :1
Shart-term F2 F2 F2 F2 =

11 Figures updaled e Janoary 28, 2020

Global economic conditions were weak in 2019, continuwing  Among other key developments, 2019 was marked by a fur-
the slowdown that began in the 2nd Half of 2018. The trade  ther deceleration in the Chinese economy and the tightening
tensions between the United States and China (with the con-  of financial conditions in the United States {the consequence
seguent introduction of new tariffsh, geopolitical strains, and  of the premature start to the normalization of interest rates
the persistent uncertainty about the outcome of the Brexit by the Federal Reserve towards the end of 2018), which
negotiations all impacted investment decisions. slowed the rapid pace of growth in that country.
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Growth was modest in the eure area, averaging 0.2% on a
guarterly basis beginning in the 2nd Quarter of 2019, mainly
due to weaker external demand and the difficulties in manu-
facturing and the industrial sectar in general.

In Latin America, econormic conditions were weak and vari-
ed, marked by strong political instability {i.e. Argentina, Chile,
Peru and Baolivial,

The easing of geo-political tensions with the “phase-one”
agreement between the United States at the start of 2020
and the dissipatian of the risk of a hard Brexit following the
averwhelming victory of the Conservatives in the British
elections), together with the improvernent of global financial
conditions {the return of mare expansicnary monetary poli-
cies in both the mature and emerging econgmigs), strengthe-
ned optimism at the start of the year concerning the pace
of globhal ecanomic recovery. However, the cuthreak of the
COVID-19 epidernic in China and the subsequent escalation
of new infections in Italy in the early months of the year have
radically changed the situation. To date, significant but tem-
porary and limited economic damage is forecast in the 1st
Halt of the year, mainly for economies with strong econo-
rmic ties with China and those that have taken stringent pre-
cautionary measures to contain the spread of the virus {with
restrictions on the circulation of people and activities), The
coming months will offer a mere cartain picture of the ace-
nomic consequences of the outbreak and the repercussions
on the tinancial markets.

Despite the uncertainty in the economic environment, the
main Eurcpean equity indices posted gains for 2019. Spain's
Ibex35 posted a gain of 11.8%, while France's CAC40 rose
26.4% and Germany's DAX30 increased by 25.5%.
The FTSE ltaly All-Share registered a gain of 27.2%.

The euro-area utilities segment closed the year up 22 2%.
With regard to Enel shares, 2019 ended with the stock price
at €7.072, up 40.2%: on the previous year, nearly doubkle the
parfarmance of the sector index for the surc area.

On January 23, 2019 Enel paid an interim dividend of €0.14 per

share trom 2018 profits and on July 24, 2019, it paid the balance
of the dividend for that year in the amount of €0.14. Total divi-

98

dends distributed in 2019 amounted 10 €0.28 per share, ahout
18% higher than the €0,237 per share distributed in 2018,
With regard 10 2012, on January 22, 2020 an interim dividend
of €0.16 was paid, while the balance of the dividend 1s sche-
duled for payment an July 22, 2020.

The outlook for investors s changing rapidly: the changes
taking place and the challenges the world presents us today
are also impacting the way we invest. Companies are no lan-
ger seen as closed systems, but rather as open systems that
generate wwealth through interaction with the envirornment
and the communities in which they operate, and towards
which they are accountabla, In this contaxt, Enel's pursuit
of a strategy aimed at creating value through decarboniza-
tion and seizing the opportunities offered by electrification
has been understood and appreciated by institutional inve-
stars, whose stake in Enel at December 31, 2018 reached an
all-time high of 80.3% {compared with 57.6% at December
31, 2018, while the share of individual investors has fallen to
16.1% (compared with 18.8% at December 31, 2018). The
interest of the Ministry for the Economy and Finance was
JUnchanged at 23.6%.

The number of Environmental, Social and Governance {(ESG)
investors continued to rise steadily: at December 31, 2019,
social responsible investors (SRIs) held about 10.8% of sha-
re capiral {against 10.5% at December 31, 2018}, while inve-
stors wha have signed the Principles for Responsible Invest-
ment represent 43% of share capital {38.1% at December
31, 2018}

For further information we invite you to visit the Invastor Re-
latians section of our corporate website {http/fwww.enel.
com/investorst and download the Enel Investor app, which
contans financial data, presantations, real-time updates of
the share pnce, information an the composition of corporate
bodies and the rules of shareholders’ meetings, as well as
periodic updates on corporate governance |ssues.

Ve have also created contact centers for private investors twhi-
ch can be reached by phane at +39-0683054000 or by e-mail
at azionisti-retail@enel.com} and for institutional investars {pho-
ne: +38-0682057; e-mail: investor relations@enel com}.
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Performance of Enel share price and the Bloomberg World Electric,
Euro STOXX Utilities and FTSE ltaly All-Share indices from
January 1, 2019 to January 31, 2020
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People centricity

People management, development

and motivation

The Enel Group workforce at December 31, 20019 numbered
68,253 {down 1,019 compared with Decernber 31, 2018}, The
contraction in the Group workforce reflasts the impact of
the balance betwean new hires and terminations during the
period -1,084) and the change in the scope of consolidation

Mo

Thermal Generation and Trading
Enel Green Power
Infrastructure and Metworks
End-user Markets

Enel X

Services

Chher

Total

Crarge - wok™orce

HMa.

Balance at December 31, 2018
Hirings

Terminations

Change in the scape of cansolidation

Balance at December 31, 2019

INCLUSION
CREATES VALUE.

100

{a tatal of +75}, which included the disposal of the Mercure
plant by Enel Produziong in taly, the acquisition in March of
Tradewind in the United States, the disposal of the Reftin-
skaya GRES plant in Russia and the acquisition of PayTipper
Network Srl, FlagPay Srl and PayTipper in [taly.

at Dec. 31, 2019 at Dec. 31, 2018

9,432 10.288
7957 7478
34,822 35740
£,338 6,492
2,808 2733
8,013 5616
g8h 297
68,253 69,272
69,272

3,728

[4.820)

75

68,253

"5'

L
e RS
N\

*

Inclusi
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Breakdown of changes i~ workiarcs

Hiring rate
New hires by gender:
- of which men

- of which waormen

New hires by age group:
- <30

-30-50
- »B0

New hires by geographical area:
- Iraly

- lbenia

- Latin Amenca

- Burope and Euro-Meditzranesan Atfars
- North America

- Atnica, Asia and Oceania

Turnover rate
Terminations by gender:
- of which men

- ol wehich women

Terminations by age group:
- <30

Terminations by geographical area:
- Italy

- Iharia

- Latin America

- Eurepe and Eure-Mediterrancan Affars
- Morth Amernica

- Africa, Asia and Oceania

People centricity
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5.5%
3,726
2702
72.5%
1,024
275%:
3,726
1,865
S0 %
1,498
A5.6%
163
4.4%
3,726
1,042
28.0%
430
11.5%
1498
28.5%
528
1429
435
11,79
193

5.2%

T1%
4,820
3,766

78.1%
1,054
21.9%
4,820
G286
13.0%
1,867
38.79%
2,327
48.83%
4,820
1.607
33.3%
254
5.3%
2103
43.6%
369
T7%
39z
g%
a5
2.0%

208
4.9%
3,414
2410
70.6%
1,004
29.4%
3414
1622
475%
1628
ART%
164
4.8%
3414
796
23.3%
426
12.5%
1.182
34 6%
345
1001 %%
594
174%
7z
2.1%

8.9%
4,746
3,846
TOEY
900
18.7%
4,746
439
10.4%
1,632
31.8%
2,718
56.3%
4,746
1.668
34.6%
425
8.8%
1,862
38.6%
384
8.0%
37
T8%
33
G.7%

0.6
312
292
19
20
-19
312
243
2.6
70
2.1
Al
0.4
312
246

47

09
184
5.1
183
4.1
1150}
5.7

31

0.02
74
B0}
1.7
124
32
74
127
26
335
70
(233
8.1

B
-13
1171
2.5
241
50
(13
0.3

0.4
52
13

Change

31%
1.6%
2%
2%
1%
171 %
1.6%
255%
25.5%
219%
2159%
-14.3%
14.3%

37
S3.7%
-40.3%
-AQ.3%
12.9%
12.9%
-29%
-3.89%
4.58%
48%
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The energy transition is opening new horizons for the Group,
not only for the businegss but above all for the people who work
for us. In this context, Enel has begun specific upskilling and
reskilling programs. The former focus an developing existing
professional skills, adding new skills dictated by technology
and innovative processes. Reskilling, on the other hand, seeks
to create new job profiles, replacing skills that are becoming
oghsaolete or no longer in demand, and to enable people to tackle
new activities. Selection, hiring and internal mobility processes
therefore play a key role, a5 do partnerships with universities.

fworaca train ng hous por emolovee

Average number of training hours

Average number of training hours by leval:

- aenior Managers

- middle nmanagers

- office staff

- blue collar

Average number of training hours by gender:
-men

- YVDITIEnN

In 2012, the process of evaluating guantitative and qualitati-
ve performance involved various levels of the Group's per-
sonnel in a tluid and comprehensive exchange process. In
2018, 100% of eligible personnel™ were involved, of whorm
99% were evaluated. Quantitative appraisals, in turn, werg
conducted for emplayees with variable remuneration plans,
which involved the assignment of specific targets. The cor-
porate-climate survey plays an important role within the
Company as it enables the identification of areas of improve-
ment i three key areas — wellness, engagement and safsty
- and the gathering suggestions on warking life issues and
aspects. The action plans developed following the 2018 sur-
vey are being implemented,

Enel's commitment 1o promcting diversity and inclusion is a
process that started in 2013 with the adoption of our policy
on human rights, followed in 2015 by our global diversity and
inclusion policy, In 2019, the global workplace harassment
policy was published. It addresses the issue of sexual haras-
sment and other forms of harassment, making exphcit the

Enelis going beyend the traditional concept of training, stimu-
lating the individual's akility 1o undertake a lgarning path accor-
ding to his or her specific needs, passions and aptitudes. In
2013, more than 2.6 million hours of training were provided, co-
vering managerial, technical, behavioral and language training,
a5 well as health and safety, skills and digital culture. Enel has
also set itself the goal of involving 100% of our employees in
digital skills training by 2022, to date we have involved 46% of
cur peaple.

388 40.2 (1.4) -3.5%
5541 A03 141 A D%
449 422 27 6.5%
298 355 [2.9) 163
40.8 a1 0.5} S8
29.7 41.2 1.5 S35 %
350 36.2 (1.2 S3.3%

principle of respect for the inegnty and dignity of the india-
dual in the workplace. Enel’s approach is based an the fun-
darmental principles, enunciated in the diversity and inclusion
policy, of non-discrimination, equal cpportunities and human
dignity in all its forms, inclusion and promoting work-life ba-
lance. The appheation of our policies has enabled us to de-
velop global and local projects to promote diversity in terms
of gender, age, nationality and disability, and to advance the
culture of inclusion at all levels of the Group and in every si-
tuation that can ba encountered in the workplace. Thea impact
ot these policies is being monitored on the basis of a detai-
led set of indicators associated with the various actions and
contexts. More specifically, Enel has set the public objective
of ensuring egual gender representation in the nitial stages
of the selection and recriiting process {about 50% by 2021).
In 2019, in line with the established trajectory, women ac-
counted for 42% of participants in selection processes, an
increase on the 39% registered in 2018,

11 Eligi:le emplayses: employaes wha have an open-ended coitract and were emp ayed for at laast thrae manths in 2018, Provisienal figure as the comple-
tion of the Jssessment process has been postzoned until May 2, 2020 owing to the COVID-19 emergency.

102

Consolidated Annual Report 2019 O ™



Divers 1y anc 1nc Usisee

Workiarce hy gender: 68,253
- of which men rid. 53,933
k] 7%
- of which wornen 1. 14,320
Y 21%
Wanrkforce by age group: 68,253
- <30 % 11.6%
- 3050 % 54.6%
) %o 33.8%
Woarkfarce by level: 68,253
- manager [%) 2.0%
- nuigddle manager {%a) 18.6%
- whitce collar (%) 53.1%
- blue collar (%) 28.3%
Disabled personnel or personnel 3.3%
belonging the protected categories (%)
Womean in management positions (no 285

Workplace health and safety

Enel considers employee health, safety and general well-
being to be its the most valuable agset, one 10 be preserved
both at work and at home. We are committed to developing
and promoting a strong culture of safety throughout the warld
in arder to ensure a healthy work environment. Quality and
safety must go hand in hand. All of us are responsible for
our owwn health and safety and that of the people with whom
we interact and, as provided for in the Enel " Stop Work Poli-
cy” they are required to promptly report and halt any situation
of risk or unsafe behavior. The constant commitment of us
gll. the integration of safety both in our processes and inour
training, the reporting and analysis of near misses, rigor in
the selecticn and management of contractors, controls over
quality, the sharing of experience throughout the Group and
benchmarking against the leading international players are all
cornerstones of Enel's culture of safety.

In 2019 the SHE 2.019 project was launched, continuing the
activities of the SHE 365 project. It involves both the Group's
personnel and suppliers in initiatives concerning safety, heal-
th and the environment. During last vear, this concrete and
operational commitment was increasingly focused an the
Group’s business, strengthening the lines of work alang three
rmain lings:

= the Commitment Chain, focusing on preventing severe or

People centricity

2018 Change
69,272 (1.019) -1.5%
54,972 11,039 -1.89%
81 % -2 -1.9%
14,300 20 01%
21% - 0.1%
69,272 {1,019) -1.5%
1.6% .2 -1.59%
270% -2.4 -4.2%
312% 2.8 4%
69,272 .09 -1.5%
18% 01 28%
15.9% 0.7 A%
A1 % 30 B %
32.1% -3.8 -11.5%
3.2% 0.1 3.2%
265 20 7h%

fatal injuries;
Inter BL Integration, to strengthen the synergy of the
actions of the individual Business Lines with the Countries
and Begicns;

- Contractors’ Engagement to improve the safety standards
of companies that work with Enel.

Safety is integrated into tender processes, and we closely
monitor our contractors’ performance both upstream with
our gualification system and ongoing as the contracts pro-
gress through numerous control processes and tools such as
the Supplier Performance Management [(SPW) system. Du-
nng 2018, we prepared the HSE Terms documant, attached
to all contracts. which companies must sign when contracts
are awarded. The docurnent, unique for the Group, defines
the requirements regarding health, satety and significant en-
vironmental aspects that the contracter must comply with
and enfarce with their subcantractors during the execution
of warks. In addition, considerable impulse was given to the
"Satety Supplier Assessment”, specific audits on safety is-
sues 1o be undertaken at the supplier’'s premises and on wor-
ksites. The audits are performed during the qualification pha-
se for each new supplier, in cases where critical 1Issues have
emerged {severe or fatal injuriest or where the supplier has
received a low SPMW rating. In 2018, a total of 746 contractor
assessments were performed.
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Imury frequency rate IFRI - Enel ™

Fatal injuries at Enel

“High cansequence™ injurigs at Eral -

Fatal injuries &t contractors '

“High consequence” injuries at contractors

1

kedf 1,000,000,
2y Sum of;

unie [ 2018 Change

i 0 899 0.843 10.04) A4 T7%
Tl 1 1 -
na. 3 5 [ -A40.0%
1 7 im 143 %
IN's) 16 13 3 23.1%

This inde:x 1= calculated as the ratio between the number of inunes (@l injury events including those wath three ar fewser Missad days of work) and hours wo=

- nunes that at Decembear 31, 7M3 involved more than B reanths of abserce from wark;
- injuries that at December 31, 219 weere still undsr imvestigation and are considered seriods (nitisl prognosis = 30 days;
- nunes classiied as Cife chanaing accidents ™ (LCAYL regardless of the number of missed days of work connsctad wita then,

i3

For 2818, considering o the a72as 10 which the Group operates and the activities managed, including companies accounted for using the equity method 5d

companies operatirg undar the BRO ald, ssll and cperate; nrodel, the nuncber of fatzhinjuries tetaled 3.

In 2019, the imury frequency rate {FR) for Enel employees
declined to 0.80 injunes far every million hours worked (-5%
compared with 2018}, confirming the effectiveness of the sa-
fety strategy and policies implemented in the Group.

In 2013, 1 fatal accident occurred involving an employee of the
Enel Group, and 6 fatal accidents nvolving contractors. The
causes were mainly associated with mechanical incidents.
Also in 2019, 3 "high consequence” accidents occurred in-
volving employees of the Enel Group, and 16 such accidents
involving contractors, mainky of a mechamcal nature,

The Enel Group has established a structured health manage-
ment system, based on prevention measures to develop @
corporate culture that premotes psycho-physical health, o
ganizational wellbeing and a balance between personal and
professional life.With this in mind, the Group conducts global
and Incal awareness campaigns to promote healthy lifestyles,
SPONSONS screening programs aimed at preventing the anset
of diseases and guarantees the provision of medical servi-
ces. More specifically, we have a policy for the prevention of
local dissases and provide support in the event of diseases
or accidents abroad. A smartphone application has also been
introduced with travel information, a guideline on vaccina-
tions, and a new global insurance policy has bheean taken out
for all employees travehng abroad. Furthermore, the Group
constantly manitors epidemiclogical and health developren-
15 In order 10 implement plans for preventive and protective
measures to preserve the health of its employees and those
who work for the Group, both locally and globally. In addi-
tion, the Enel Group has a systematic and ongoing process
for identifving and assessing work-related stress risks, in ac-
cordance with the "Stress at Work Prevention and Wellbeing
at Work Promotion” policy, for the prevention. identification
and ranagement of stress in work situations, also providing
recormmendations aimed at promoting a culture of organiza-
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tional wellbeing.

A number of health and safety communication campaigns
were conducted during the year in areas of specific concern
for the Company, while sorme 692,000 hours of training were
provided to Enel personnel. In 2013, innovation projects on
safety were continued and new initiatives were launched, fo-
cusing on prevention and protection measures, the execution
and analysis of corrective controls, as well as staft training.

Responsible relations
with communities

The energy sector is undergoing a profound transformation
and our aver greater emphasis on social and environmental
factors, together with an inclusive approach, allows us to
create long-term wvalue for Enel and for the communities in
which we operate. This model has been incorporated along
the entire value chain: analyzing the needs of communities
right from the development phases of new activities; taking
account of social and environmental factors in the establish-
ment of sustainable worksites; managing assets and plants
to make themn sustainable development platforms to the be-
nefit of the territories in which they are located, Another da-
velopment was the broadening of this approach in the design,
development and supply of energy services and products,
helping to build cities that are increasingly sustainable and
deploying new technologies. Enel is committed to respecting
the rights of communities and to contributing to their eco-
nomic and social development, interacting every day with a
multitude of stakeholders. In 20193, Enel, with some 1,800
projects and more than 4 million beneficiaries', contributed
to the establishment of ecosystems in the countries in which
it operatas to guarantes access to electricity in rural areas
and address inadequate power supplies {SDG 7}, reaching
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79 million beneficiaries in 2012 {with g target of 10 milion 1.3 million beneficiaries in 2019 {with a target of 2.5 million be-
beneficiaries by 2030), promoted the economic and social de-  neficiaries by 20300, Contributing to this were also more than
velopment in the communities (SDG 8}, reaching 2.1 million 800 partnerships waith local organizations, social enterprises,
beneficiaries in 2019 {with a target of 8.0 million beneficiaries  universities, international asscciations and non-governmeantal

by 2030} and supported quality education {SDG 4), reaching  organizations in the various countries.
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71 Beneficianes arg the people for which a project 3 mplementad. Fneal only consicdars direct berafizanss in the current year. ke number of beneficiangs inclurlas
the activities and projects cartied cut in 2l the areas in which the Group operates ifor companies within the scope of the NFS. the number of beneficiares does
nat include companies accounted for using the eguity method, Grous fowadations and non-proft croanizabions and comrpanies perating wathun the Buaild, Sell
and Operate mechamsml
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The iInnovation ecosystem

For Enel, innovation and digitalization are key pillars of its stra-
tegy to grow in a rapidly changing context while ensuring high
safety standards, business continuity and operational efficien-
cy, and thus enabling new uses of energy and new ways of
managing it, making it accessible to an ever larger number of
people,

Enel gperates through an Open Inngvability model, a consen-
sus-based ecosystem that makes it possible to connect all
areas of the Company with startups, industrial partners, small
and medium-sized enterprises, research centers and univer
sities through a variety of system, such as crowdsourcing
platforms and the Innovation Hub network. Enel has nume-
rous innovation partnership agreements that, in addition 1o
Enel's traditional lines of business such as renewables and
conventional generation, have promoted the development
of new solutions for e-maobility, microgrids, energy efficiency
and the industrial Internet of Things (leT), During 2019, Enel
openad 1 new hub in Beston, expanding our presence in the
leading innovation ecosystems in the world, with 7 Innova-
tion Hubs (Silicon Valley, Boston, Tel Aviv, Madrid, Moscow,
Santiago de Chile and Rio de Janierol and 3 Innovation Hub
& Labs {Catania, Pisa and Milan), Thanks to our presence in
innovation ecosystems and the organization of bootcamps,
scouting initiatives dedicated to specific technologies of in-
terest to the Group, in 2019 Enel forged contacts with some
2,500 start-ups. The onling crowdsourcing platform Cpenin-
novability.com 15 a digital forum where project ideas are the

protagonists of the challenges launched on the site through
calls for applications. Activities to promate and develop the
culture of innovation and entrepreneurship within the Com-
pany also continuad through the Innovation Academies and
the Innovation Ambassadors project.

Furthermore, in 2013 the activities of the innovation commu-
nities continued, involving different areas and skills within
the Company. Energy storage, blockchain, dronses, augmen-
ted and virtual reality, 30 printing, artficial intelligence, wea-
rables, rabotics and green hydrogen are the areas and techno-
logies addressed within these communities. In recent years,
Erel has intensified the use of drones in the monitoring and
maintenance of its assets, inspecting scolar fields, wind far
ms, dams and hydroelectric reservorrs, closed components in
traditional plants and distribution lines with the aim of increa-
sing the efficiency of operational and maintenance processes
and above all reduce workers’ exposure to risks. Furthermore,
starage systems. in addition to guaranteeing ongoing support
for current business activities, pave the way 1o new frontiars
of sustaimable business. Finally, in 2018 a community was
born with the aim of applying green hydrogen produced by
alactrolysis powered by renewable electneity. \We consider it
the only way to sustainably produce hydrogen in the long run,
as it is characterized by zero greenhouse gas emissions and
powered from renewable sources. As of 2019, over €84 mil-
lion have been investad in technological innovation.

Customer management

Qur constant focus on the customer and our commitrment
1o delivering high-quality products and services are important
factars that distinguish Enel in the relationship with its custo-
mers in the vancus countries in which the Group operates.
Reliable, secure and uninterrupted distributicn, together with
guality, efficiency and transparency in electricity sales are the
hallmark of every phase of our relationshig with customers.

Enel’s leadershup position has been gained thanks to the at-
tention we place on the customer in prowiding guality ser
vices: aspects that concern more than just the provision of
electricity and/or natural gas, extending, above all, to intangi-
ble aspects of our service that relate to the perception and sa-
tisfaction of our customers, Through our products for both the
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residential and business markets, the Company confirmed its
focus of the last few years, with dedicated offers with a lower
environmental impact and a concentration on the most vul-
nerable segments of the papulation. In fact, all the countries
in which the Group operates provide forms ot support (often
linked to government initiatives} which assist these segments
of the population in paying their electricity and gas bills, s0 as
to give everyone equal access to electricity.

Enel has also established numercus processes to ensure cu-
stomers receive a high level of service. In ltaly, the commer
cial guality of all our contact channels (customer service calls,
Enel Paints and stares, utility bills, app, e-maill, social media,
account manager, fax) is ensured through systematic moni-
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toring of the sales and management processes in orgder 1o
ensure complance with applicable laws and regulations and
respect for the privacy, freedom and dignity of our customers.,
Enel also confirms its interest in digitalization, electronic -
vaicing and new services. With Enel X, we offer innovative
solutions 1o residential customers {technological solutions
for smart homes, home automaticn, solar and photovoltaic

systemns, boilers, maintenance services, lighting, etcl), go-
yvarnment customers (public lighting, monitering services for
smart cities, surveillance systems, etc.) and large customers
{demand response services, consulting and energy efficiency
solutions). We also promate electric mobility through the de-
velopment of public and private charging infrastructures.

Sustainable supply chain

Enel bases its procurement processes on pre-contractual
and contractual conduct centered around mutual good faith,
transparency and collaboration. In addition to meeting certain
guahty standards, the services of gur vendors must also go
hand in hand with the adoption of best practices in terms of
human rights and waorking conditions, health and safety and
environmental and ethical responsibility. Our procurement
procedures are designed to guarantee service guality in full
respect of the principles of economy, effectiveness, timeli-
ness, faimess and transparency. The procurement process
plays a central rele in value creation in its various forms [sa-
fety, savings, timeliness, guality, sarnings, revenue, flexibility)
as a result of evergreater interaction and integration wath the
outside world and the different parts of the company organi-
zation. In 2019, we signed agreements with a total of more
than 30,000 vendors.

The innovation ecosystem

Vendor management involves three essential stages, which
intagrate social, environmental and governance issues, the
gualification system; the defintion of general terms and con-
ditions of eontract and the Supplier Performance Manage-
ment {SPM) system in the evaluation pracess. Enel's global
vendorqualification systern (with about 8,200 active gualifi-
cations as at Decernber 31, 2018} enahbles us to accurately
assess businesses that intend to participate in tender pro-
cesses and serves as a guarantee for the Company, while
the SPM systermn seeks to monitor vendor services in terms
of the quality, timeliness and sustainakility of contract exe-
cutian. Furthermore, we continued warking on those activ-
ties that enable the ever-greater intagration of environmental,
social and governance 1ssues in the supply chain strategy,
creating shared valug with vendors in a vision of a circular
eConomy.

107

ot
o
£
g
o
e
%
5
b=
=
g
=
o

R I EDTRE TR

Cuemalidelsd liesaia



Value created for stakeholders

Killons of euro

Revenus 80,327 75575
Incame/iExpensel from commedity nsk 17331 532
External costs 56, 122 53,833
Gross global value added from continuing operations 23,572 22,274

Gross value added from discontinued operations
Gross global valug added 23,572 22,274

dislnbuted to:

Shareholders 3,050 2,765
Lendears 2,609 2,493
Ermployvees 4,634 4 082
Govarnriment 2,069 3,168
Entorpriscs 11,210 9,266

Enel’s stakeholders are individuals, groups or institutions  shared by Enel gives a good indication of how the Group has
whose contribution is needed to achieve our mission or who  created wealth for the fallowing stakeholders: shareholders,
have a stake in its pursuit, The economic value created and  lenders, employaes and government.
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Results by business area

The representation of performance by business area presen-
ted here is based on the approach used by management n
maonitoring Group performance far the twao periods under re-
viewe, taking account of the operational model adopted by the
Group as described above.

With regard to disclosures for aperating segments. beginning
with the close of the accounts at September 30, 2019, the
Enel Group has changed its primary and secondary reporting
segments in accordance with the provisions of IFRS 8. Spe-
cifically, bearing in mind that in 2018 management began to
report performance by business area, the Group has therefo-
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Results by business area

Goolaa Busingss Lines

re adopted the following reporting sectors:

- Primary sector: business area;

= Secondary sector: geographical area.
The business area 15 therefore the main discriminant in the
analyzes performed and decisions taken by the managerment
of the Enel Group, and s fully consistent with the internal
reparting prepared for these purposes since the results are
measured and evaluated first and foremost for each business
arga and only thereafter are they broken down by country,
The following chart outlines these organizational arrange-
ments.
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In particular, the new grganization continues to be based on
ratrix of Business Lines (Thermal Generation and Trading, Enel
Green Powver, Infrastructure and Metworks, End-user Markets,
Enel X, Services and Holding/Other) and geographical are-
as (ltaly, Iberia, Europe and Euro-Mediterranean Affairs, Latin
America, North America, Africa, Asia and Oceania, Central/Hol-
ding).

Finally, it should be noted that with effect from September
2018, the Latin America area connected with the Enel Gre-
en Power Busingss Line also includes the countries Panama,

Costa Rica, Guatemala, El Salvador and Micaragus, which had
previoushy been reported in the North and Central America ge-
ographical area inow renamed North America and consisting
of the following countries: United States, Canada and Mexico}.
In order to ensure tull comparability of the tigures commen-
ted here in the light of the new breakdown of the primary and
secondary reporting sectors for IFRS 8 disclosure purposes
and of the reallocation of countries in the Enel Green Power
segrent, the comparative figures for 2018 have been restated
appropriately.

Results by business area for 2019 and 2018

=esulls [or 2019

Themal
Generation and
Trading

Enel Green

Willions of eurg Power

Reweriue and othar incerme

) ; 30,514 7360
frona third parties
Revenue and other income
from transasticns with cther 1,532 373
SEOMEnts
:I'otal revenue and other 32,051 7733
income
Met incomefiexpensel from 6761 ”
cornrmodity nsk management
Gross operating margin 1,395 4,604
Dapreciati tizati d
’ prf:'rla 1N, amartiZanacn, an 4889 1328
impairment losses
Operating income (3,494) 3,276
Capital expenditure 851 4,293 '«

Infrastructure
and Networks

Other,

eliminations

End-user and

Markets Services adjustments
20,0982 19,182 967 1.0 & 80,327
1,697 132,062 163 20 (168,907} -
21,7858 32,544 1,130 1,981 {16,901) 80,327
71 - - - 1733
8278 3.287 158 126 {144} 17704
3,001 1,124 256 201 27 10,8286
5,277 2,163 (98] {75} 171} 6,878
3,905 449 270 134 45 9,947

[Ty Segrnent revenue includes both regor o trom thind partios and rovenoe floees beteacen the scarrents Ananelogous approsch was taken ton othoer seoene and

cose for the zenod.
(27 Does not include €4 mallion regarding units classified as meld tor sale”

1o

™
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Other,
Thermal eliminations
Gereration and Enel Green Infrastructure End-uset and
IMillicn=s at aura Trading Poweer  and Netwarks Markats Erel X Services  adjustments Total
Revenue and other income 26,630 7613 18,250 20,340 849 1878 15 75.575
from third parties
Revenue and ather income
from transactions with other o977 443 1,718 13,431 1857 &0 G, 7886
sSEgMents
Total revenue and other 27,607 8,056 19,968 33,771 1,006 1.938 {16,771) 75,575
income
MNet inc fiexpensa)
Rlincome/iexpense; from 640 11621 - {1 - 65 - 532
commadity sk management
Gross operating margin 1,117 4,608 753% 3,079 124 85 {201} 16,351
Depreciation, amortization, and 1235 1,103 2,752 1121 105 123 12 6.457
impairment losses
Qperating income {118) 3,505 4,787 1,858 19 {38} {213} 9,900
Capital expenditure 839 2784 3,830 34 183 1086 36 8,152

1 Segrmant revenue inclucdzs bolh revenue rem third parlies and evenus Nows belween Lhe sagrments. Ananaleoous approach was laken lor ather ncome and
coats for the peried.

{21 The figuras have been restated fo ensura cemparability wath the results for 2018, which are reparted using business areas as the pimary reporting segrment.

13 Does not include €373 million regarding units classified 23 “Fald for zale”
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In addition to the above, the Group monitors performance  two peniods under review with the goal of providing a view of
by geographical area, classifying results by Begion/Country.  performance not only by Business Line, but also by Regiony
In the table below, gross operating margin is shown for the  Country,
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Grosg operatitg nargn

Willions of euro Thermal Generation and Trading Enel Green Power Infrastructure and Networks
28 Change m 2018 Change 318 Change
Italy {14} 22 {26) 1,240 1,220 20 3,906 3,679 227
Iberia 590 425 165 358 361 {3} 2025 1,965 50
Latin America 642 469 173 2,218 220 17 2,259 1,763 496
Argentina 165 142 23 51 48 5 277 173 a8
Srazit e 7 fao 335 3950 [l 1144 g1 323
Chile 271 129 &7 499 877 22 222 228 6!
Colomibia 14 51 {37 5200 e 6 aa3 4 a5
Per 145 145 . 162 156 6] 223 183 qa
Panama - - - 12 3 i - - -
Qiher countries - - - 33 0 i3t - : -
:ﬂ”;;‘:::::e::::hirs 209 233 (24) 12 115 (3} 107 152 45)
Rorrias i) - iz! 75 62 13 a7 152 5]
Russia 203 233 i24) i i - - - -
Other countrizs z - 2 38 &4 = - - -
Novth America 118} (&) (12] 737 538 199 - - -
Uritan States and Canada {1a) gl i 58 208 260 - - -
Meseoo {21 - iZ) 79 140 ety - - -
Afrigca, Asgia and QOceania - - - 62 LT 4 - - -
Sauth Afnea . - . BE &4 4q - . R
fnifia - - - & g i - - -
Oiher countrios - - - r i) i - - -
Other {14} (26) 12 1123} 115 {238} {19) {20} 1
Total 1,395 1,117 278 4,604 4,608 {4} 8,278 7,539 739
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End-user Markets Enel ¥ Services Other Total

Mg Change 2018 Changem 28 (:nangem 2018 Changem 2018 Change

2,314 2,233 31 133N (18) 188 119 50 . . - 7628 7304 324
715 676 39 38 51 {13} 66 80 {141 - - - 3,792 3558 234
243 158 85 64 56 g  {128) {104} {19) . . - 5308 4543 760
2 [ i8 - - - i} it - . . - 288 324 144
rag 100 49 I - i 4%y (42 (7) - - - 1685 1,275 410
719 i2) % 19 7 (72; (61 i17) - - - 1303 1206 97
60 42 18 3w a7 ! . . - - - - L3t 1,038 a3
3 2 7 - 7 s - i1) . - - 545 497 48
- . . - . . . - - - . 712 13 (1)
; ) ; 33 7a 121
15 12 3 . 3 {3) 5 1 a . . . 418 516 {68)
s g2 3 6 3 3 5 7 4 - - 206 230 124)
i2) - i2i - - - - - - 208 232 126)
i) - 4y - - - - - - 36 54 i16) _
- - - 80 3 77 - - - - - - 799 535 264 g
a8 3 77 - - - - - - 712 395 327 i
. . - - 77 140 (63) g
. - (1 {4 3 - - - - - - 61 54 7 g
(4 4 ; ; : : . ; 58 50 8 E
- - - - - - - - g 9 (1)
i - 1 - - - - - - o) 5
- - - (38 {16} (20} 8 20 (144) (201 57 {3271 (159} (168)
3,287 3,079 208 158 124 34 126 g5 a1 {1a4] (201} 57 17704 16,351 1,353

=
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Thermal Generation and Trading

129.7 TWh 42.2 GW

Met electricity generation
-41.6% from coal-fired plants
compared to 2018

Net efficient generation capacity
-26.1% fram coal-fired plants
compared 10 2018

3.5% €1,395 min

Percentage of coal revenue Gross aperating margin
out of total €117 million in 2018

ot
o
£
g
o
e
%
5
b=
=
g
=
o

Operations

Mal alacin Iy garagt oo

Millions ot kWWh

Coakfired plants 37557 G4 366 26,77 -1 E%
Fuel-oil and lurbo-gas plants 20,837 24,832 {3,94m) -15.9%
Combined-cycle plants 44 580 38,134 6,846 18.0%
Muclear plants 26,275 24,067 2,212 9.2%
Total net generation 129,738 151,399 121,661) -14.3%
- of wihich ltaly 22,804 22757 {5.153! -186% i
- of which thana 51.312 82,020 10, 708 -TA3% =
- of which Latm Armerica 23388 22440 347 4.2% ?
- of which Europe and Euro-Mediterranean Aftairs 32434 39,741 i, 217 STRE2H

The decrease in net generation was essentially due to a sharp  increase of 6,846 million kYWh in combined-cycle generation,
decrease in coal generation in the amount of 26,77 million  mainly in ltaly (3,013 millicn KWh), lberia {2,731 millicn kiWh}
KWh, including Iberia {14,673 million k\Whj, ltaly (7941 millon  and Latin America {1,092 millicn kK\Wh). The increase in nuclear
kKWh} and Russia (5,239 million kWhi as a result of the de-  generation can be attributed 1o the increased use of nuclear

Cuemalidelsd liesaia

cling in their competitiveness. This was partially offset by an energy in Iberia due 1o poor water availability.
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Met ef’ cient genaration capacity

K

Coal-fired plants

Fucl-oil and lurba-gas plants
Combined-cycle plants
Muclaar plants

Total

- ef which ftaly

- of which Ibaria

- of which Latin America

- ef which Europe and Euro-Moditesancan Affairs

The decrease in net efficient generation capacity reflects the
reduced use of coal-fired plants, especially in Russia (3,623
MW following the disposal of the Reftinskaya plant mentic-

ned earlier.

More generally, “thermal” and "coal” revenue, ie., from

KMillions of euro

"Thermal” rewenue

“Coal” revenue

Muclear revenue

Percentage of "thermal” revenue out of total
Percentage of coal revenue out of total

Paercentage of nuclear revenue out of total

Performance

Willigng of aura

Revenus
Gross operating margin
Cparating imcorne

Capital expenditure

116

at Dac. 31, 2019

11,695
12,211
14,981

3318

42,215
12,480
15,957

7523
5,255

at Dec. 31, 2018
15,828

12,250

15,021

3,318

46,417

13613

16,192

7734

8878

Change

4,133} 26.1%
139 -0.3%
130} 0.2%
{4,202} -9.1%
{133 -10%
235) -15%
(217! -2 7%
13,623, -af). 8%

thermal and coal-fired plants respectively, has been declining

steadily as a result of corporate strategic choices inspired by

a sustainable business model pursuing objectives to combat

climate change and achieve decarbonization. as shown in the

fallowing table {including percentage out of totall:

32,081
1,395
13,4943
851

Consolidated Annual Report 2019

10,322
2,327
1,266

12.8%
35%
1.6%

2018

27607
1.117
{113]
g3e

2018
10,884
4,043
1.080
14.4%
53%
1.4%

Change
4,444 18.1%
273 24.9%
13,376!
12 1.1%

£
‘ﬁl '



The following tabiles show a breakdown of perfermance by Region/Country in 2019

Rowveauc

Millions of curo

Italy

lberia

Latin Amenca

- of wehich Argenting

- of wilch Brazil

- of which Chile

- of which Colormbia

- of wiigh Pery

MNorth America

Eurcope and Euro-Mediterrancan Affairs
- of which Bomama

- of which Bussia

- of which other countries
Gthar

Ehrvinations and adjustments

Total

The change in revenue is mainly attributable 1o the item
"Sale of commaodities under contracts with physical delivery’
reflecting reclassifications, with no impact on margins, linked
to the application of the IFRIC Agenda Decision of March 2019

(ress aperating ~Egie

Millicns of euro

Italy

loeria

Latin America

- of wihich Arganting

- of which Brazd

- of which Chile

- of wehick Coiombis

- of wilch Pary

North America

Eurcpe and Eure-Mediterransan Affairs
- of wihich Borania

- of which Bussia

- of which ather couniries
Cther

Total

Results by business area

m 2018 Change

23,658 18,8654 4,734 25.0%
6,261 5,329 1681 1%
1.915 1.726 185 N.0%:
323 227 g 42,3%
288 270 19 Z0%
828 739 88 12.0%
110 126 {16; -12.7%
265 364 1 0.3%

29 3 26
455 1.0b4 (98] 9.3%
42 55 {13 -Z3.6%
a1t Ga4 i6a} -8.84%
3 - K -
B4 g1 1270 -33.3%
{852 (54100 (312 GRE%
32,081 27607 4,444 16.1%

to non-financial transactions with physical delivery measured
at fair valug in accordance with IFRS 8, For more informatian,
please see section 4.3 of the notes to the consclidated finan-
cial statements,

m 2018 Change
1141 22 136)
590 125 165 38.8%
f42 449 173 36.9%
65 142 23 16.2%
s 7 ae
21 124 87 70.2%
74 ot (271 -72.5%
T45 145
{18} 1] iz
200 233 i74) -10.3%
{2 - ()
209 233 f24) -0 3%
2 - by -
1141 28] 12 48.2%
1,295 1,117 278 24.9%
17
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The increase in the gross operating margin in 2012 is mainly
due o
= an increase of €173 million in the margin in Latin America,
mainly attributable to the indemnity in the amount of €80
million received from a major customer for having exerci-
sed the withdraweal option in advance and to the improve-
ment in the margin of the Fortaleza plant (€108 million} due
10 a decrease in provisioning costs;
- an increase of €185 million in |baria, essentially attributable
0 the following tactors:
an increase of €279 millien in the margin an nuclear ge-
neration, mainly due to an crease in volumes gene-
rated and in prices, as well as a reduction in taxes on
nuclear genaration (£43 million;
a reduction of €63 million in taxes and duties on ther
mal generation due, above all, to suspension of taxes on
power generation and on the consumpuon of hydrocar
bans used to generate power in accordance with Royal
Decree no. 152018 of October 5, 2018;
- an increase in writedowns of fuel, consumables and
spare parts inventories at a number of coalfired plants

Ul ng irooms

Killions of eura

[1%:1:%

lberia

Latin America

- of witich Argenting

- of which Brazi

- of w:hich Chile

- o which Cotaridbia

- of witeh Peru

North America

Eurcpe and Eurg-Mediterransan Affairs
- af wehiich Fornania

- of which Russia

- of wihich other countries
(Irher

Elminations and adjustments

Total

The decrease in operating income is due to the increase of
€3,654 million in depreciation, amortization and impairment,
despite the improvement in the gross operating margin. More
specitically, the increase in depreciation, amartization and im-
pairment mainly concerned,

18

that underwent impairment testing, totaling €103 mil-
licn, because their value was deemed non-recoverabls
through opearations;
deterioration of €30 million in the results on commodity
contracts measured at fair value;

» decrease of €36 million in the margin in ltaly, mainly dus to:

- an mcrease in writedowns of fuel, consumables, and
spare parts inventories at a number of coal-fired plants,
totaling €205 million, because their value was deemed
non-recoverable through operations;

- recognition of a gain of €108 million by Enel Produzione
on the disposal of the Mercure power plant, which was
only partially offset by an increase in provisions for en-
vironmental costs in accordance with the contract and
related to the industrial site;

- a decrease of €65 million in costs for environmental
compliance in thermal generation;

a decrease of €24 million in the margin posted for Euro-

pe and Euro-Mediterranean Affairs, recognized mainly in

Russia.

m 28 Change

11,808} 12481 1,560 -
11,650 {27 41,3276 -
a8 266 11580 AN
iod B 7 12.0%

9q 7 95
233 30 263/ -
2 37 £34] -
i0g [ 2 -1.5%
1149 6 113 -
30 170 1140 -52.4%
i - i) -
37 170 (133 5%
115} 126 1 42.3%
{3,494} 118 (3.376) -

- impairment in ltaly, Spain, Chile and Russia for coal-fired
plants totaling €4.010 million, as described in detail in the
“Operating incame” section of “Group perfarmance™;
an increase in depreciation and amortization in application
of IFRS 16 (€34 million).

™
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Capital expand tare

Iillions of euro

Italy 189 172 17 9.89%
loeria 388 345 43 12.5%
Latin Amenca 193 251 o8 -3 %
Eurcpe and Eure-Mediterransan Affairs 74 0 a 12.0%
Other 2 1 1

Total 861 839 12 1.4%

The increase in capital expenditure is mainly attributable to - were partially offset by a decrease of €568 million in capital
[taly (€17 rullion) and lbena (€43 milicn) and concerns, abo-  expenditure in Latin America, particularly m Argentina and
ve all, plant maintenance and safety upgrading. These effects  Chile, regarding coal-fired and combined-cycle plants.

ot
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Enel Green Power

99.4 TWh

Net electricity generation

compared to 2018

€4,604 min

€4 808 million in 2018

Operations

illions of kWh

Hyidr osleatni 62,580
{aentharmal f, 148
Wind 26,668
Solar 3.874
Other sources 21
Total net generation 99,391
- of which haly 24,308
- of whick tharia 10,0590
- of which Latin America 48,448
- schich Eurang ar uro-Meditorrane

Ac;;:r;n 1 Europe and Eura-Medioreancan 2 005
- of wihich North America 12,969
- of which Afnea, Asia and Ocosmia 1.a71

Met electricity generation 2012 increased slightly from 2018
due ta increases i1 wond and geothermal production, which
were partially offset by decreases in hydroelectric and so-
lar power generation. The most significant changes in wind
power came in the United States and in lbena, where pro-
ducticn increased by 4,496 million kWh and 439 million KWh,
respectively. These increases were partially offset by decre-

Results by business area

42.1 GW

Net etficient generation capacity

+54.2%

compared
to 2018 for a tatal of
Y
2018 Change

65,893 {3,313} -5.0%
5HB1 287 4.5%
22.161 4,507 20.3%
4,887 923 -18.8%
108 87 -0 6%
98,940 451 D.5%
25476 {1,165 -1L6%
12172 {2,082) 17T
48,137 317 0.G%
T.885 170 58%
3752 3217 33.0%
1,508 83 42%

ases in wind power ganeration in Mexice {down 759 million
kKWh) due, in part, to the sale of a number of companies in
September 2018.

The increase in geothermal generation came mainly in the
United States (up 285 million kWht,

The decrease in hydro generation was dus mainly to redu-
ced water availability in Italy and lberia, only partially offset

121

ot
o
£
g
o
e
%
5
b=
=
g
=
o

R I EDTRE TR

Cuemalidelsd liesaia



b an ingrease in Latin America (up 458 millign kWhj, where
output vared throughout the regien, OFf particular note were
increases in Brazil {+840 million kWwh}, Colombia {(+857 mil-

Mel &l clen: gensralon Capacy

R

Hydroelectng

Gaothermal

Wind

Solar

Cther sources

Total net power efficiency
- pfwdtich ftaly

- of which !beria

- of wiich Latin America

- of wehieh Eurone and Eurc-Mediterranaan Afiairs
- of which Marth America

- of which Africa, Asia and Qeeania

Net power efficiency capacity for 2019 ncreased fraom 2018,
rmainly in the United States due to the acquisition by Enel
Green Power North America (EPGNA, now named Enel North
Americal of 13 companies that own wind, geothermal and

Performance

Killions of euro

Revenue
Gross operating margim
Opearating mcorme

Captal expenditure

lion kWhi and Peru (+462 million kKWh), and these increases
were offset by decreases in Argentina {350 million kWWh), Chi-
le {-899 million k\Wh), and Panama {-308 million kK\WWh}.

at Dec. 31, 2018 Change
27830 27844 {14} 0.1%
878 304 7 =
10,327 8,190 2157 26 1%
2094 2,322 772 A3.7%
5 43 38 284 %
42,134 39.203 2,931 75%
15,972 14.0H {35 -0.3%
2357 8,525 a8 13.3%
13.676 13.869 {1931 143
1,057 863 154 174%
5,282 3.220 2,082 Gd.0%
778 895 g1 7%

solar plants, as well a5 to an increase in power generation
capacity at the High Lonesome and Roadrunner plants. Wind
and solar power generation capacity alse increased in Iberia.

m 2mg Change
T733 &,066 1323} -4.0%
4,604 4,608 i 0.1%
3,276 2,505 1229 B.5%
4,283 2,781 & 1.509 54.2%

(1 The f gare doss not include €4 million regarding units classifed az "he d for sale”
121 The f gare doss not irclude €375 mullion regardirg un ts classified as "held for sa &

122

™
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The following tatles show a breakdown of perfermance by country in 2019,

Rowveauc

Millions of curo

Italy 1,418 2084 6El -8.0%
Iberia 653 716 i63) -8.8%
Latin America 3,692 3843 151] -39%
- of which Argenting 6 53 5 B.5%
- of wiuch Brazif G894 876 4 2.7%
- of which Chile 1,488 1584 i25) -G.0%
- of which Colambiz 1,007 341 A& 709
- of which Poru 201 334 153} -33.6%
- of which Fanama 188 157 8 1T 9%
- of which athar counirias 64 a3 {301 -30.6%
Morth Arerniza 1,115 BG0 255 29.7%
- of which the United Srates 958 564 392 69 5%
- of which Mexico 155 290 [137¢ -5 3% 2
Eurape and Eura-Medrananean Affairs 271 255 15 6.3% E
- of which Rornania 178 173 2 12% ‘f
- of which Greece <) 3 12 178% ,'E:
- of which Buigaria g a 1) B ..'g
- of which oher couninies 2 - z &
Africa, Azia and Doeania 107 101 6 59%
Cther 105 216 [211] £5.8%
Eliminations and adjustimants 1128) 11 9 -7E%
Total 133 8,056 {323} -4.0%

1) These f gures have baen adjusted far the purpeses of camparison with “hose of December 2019 1o take account of “he fact that Panama, Costa Rica, Gaate-
rala, El Salvador dnd Nicaiagua, which were previcus v ing aded in tie North and Central America geographical drea, gre noweinzloded within Latin Amerisa.

=
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Grosg operatitg nargn

Millions of eura

Italy

Ibxe2na

Latin America

- of which Arganting

- of which Brazil

- of which {Chile

- of which Colormbia

- of which Paru

- ef which Fanama

- of which otfher countries
Marth Armerica

- of which the United Stares
- of which Mexico

Eurcpe and Euro-Mediterranean Affairs
- of which Romania

- of which Russia

- af which Greece

- pfwitich Bulgaria

- of which other countries
Africa, Askig and Ooeania
Cither

Total

17 Ihase hgures have baen adjustad for Lhe purpases of comparisan

2018 Change
1,240 1,220 20 1.8%
388 361 3! 0.8%
2,218 z,20 17 0.6%
51 L) ) 10,25
335 3895 i6a) -15.2%
599 877 22 2.5%
#20 Sdd B T 0%
162 156 & 2.8%
1z 13 [N -0.8%
30 70 i3 -44. 3%
737 h3E 189 370%
G558 3958 260 55.3%
74 140 g1l -13.8%
12 k] 3} -2.6%
7h az 13 2.0%
i i1
35 49 il -28.6%
3] 7]
i3) i1l i2) -
652 58 4 5.9%
1123} Mz 2351
4,604 4,608 4) -0.1%

wilh Lhose of Decembear 2019 1o take account af The lacl that Panarma, Costa Hics, Guale-

malz. Bl Salvador and Micaragua. which wera previously incluzed in the Motth and Central Amer’ca geographical area, are now includad within Latin Arreriza.

Gross operating margin decreased by €4 million from 2018,
which was essentially due to the following:
- an increase of €193 million in the margin in North Amenca,

mainly due to:

which were partially offset by decreases in such income

from Diamond Vista {-€40 millicn) and Rattlesnake Cre-

ek €33 million);

a reduction of €61 million in the margin in Mexico due

an ingrease of €260 million in the margin the United Sta-
tes due essentially to the increase {€92 million} related
to the change 0 the scope of consolidation followang
the acquisition by Enel Morth America (formerly Enel
Green Power North Americal of 13 companies sold by
Erel Green Power Merth America Benewable Energy
Partners LLC (EGPNA REP and ta the negative gooduwill
on the transaction (€106 million); to the negative goo-
dwill related to the purchase of Tradewind Energy (€75
million), which was partially offset by the company's
negative margin -€53 million}; to the gains on the di-
sposal of the projects Outlaw (€22 milhon} and Gratiot
{€20 million}; 10 the Ncrease in 1ax partnarship income
related to the companies High Lonesome YWind Powwer
€87 millicnd and Roadrunner Sclar Project (€57 million,

mainly to the change in the scope of consolidation fol-
lowing the sale of eight companies from Project King at
the end of September 2018:

an ingrease of €17 million in the margin in Latin America,
mainly due to;
- the increase of €76 million in the margin in Colombia,

due essentally to an increase in revenue on electricrty
sales €73 million) as a result of an increase in average
prices and in quantities traded on the power exchange,
and lower costs for electricity purchases and transport
{€78 millian) related to lowwer quantities purchased, and to
a decrease in fuel consumption (€15 milliony, partially of-
fset by an increase in costs for ancillary services related
to the slectricity business (€82 million};

- anincrease of €22 million in the margin in Chile, assen-

Consolidated Annual Report 2019 O ™



tially attributable to recognition of €80 million in penalty
revenue by Enel Generacion Chile due to a major indu-
strial clignt exarcising the right to early withdrawal from
a long-term electricity provisioning agreement, partally
offset by a loss on the electricity margin (€82 million) as a
result of a decrease in production;

a decrease of €60 million in the margin in Brazil, where
the increase in revenue from electricity sales as a result
of greater generation, partly eroded by a reduction in spot
prices, was marg than offset by an increase in costs for
the purchase of slectricity and the change in the scope
of consolidation related to the disposal of three plants;
decrease of €31 million in the margin in other coun-
tries due mainly to a decline in revenue trom the sale
of electricity in Costa Rica and Guatemala as a result of

Results by business area

decreases in quantities generated and the change in the
scope of consolidation that took place in Uruguay in De-
cember 2018;

« an increase of €20 millien in the margin in ltaly due essen-

tially 10 an increase in the sales price of electricity despite
the lower volume of hydro generation, partially offset by
the effect of the recognition in the previous year of the gain
on the sale of EF Solare ltalia {E65 million);

- a reduction of €238 million in the margin that mainly

reflected the recognition in the previous year of the gain on
the sale of eight Project King companies in Mexico at the
end of Septambar 2018, as well as the farr value measure-
ment of the Group's 20% intergst in the companies (€180
million] and the gain on the sale of a number of companies
in Uruguay (€18 million).

125
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Oagar ng itoome

Milions of euro

Itabhy

lberia

Latin America

- of which Argentina

- of which Brazi

- of wehigh Chile

- of which Colombig

- of which Foru

- of which Fanama

- pfwitich otfer counties
Marth Armerica

- of which the Uniied Stares
- of which Mexico

Eurcgre and Euro-Mediterransan Affairs
- o which Ramania

- of which Russia

- of which Greece

- of which Bulgania

- of which other countnes
Afnica, Asia and Coeania
Cithar

Elirminations and adjustrments

Total

203 828 81 9.8%
1683 208 28] S12.0%
1,809 1776 33 1.9%
38 38 1 -2.8%
250 308 58 S18.0 %
728 529 29 4.1%
550 488 72 14.8%
123 a7 ie 15.0%
86 a5 {2 -2.0%
14 36 (22} H11%
418 364 a4 14.8%
367 270 a7 35.9%
51 4 {431 ~45.7%
58 195 1137] -I03%
48 40 8 22.5%

- 1! 7
e 154 144} -83.5%

i 3

41 i1 i3
24 19 3 26.3%

1125) 15 (2400
3,276 3,505 {229} -6.5%

(1% Thase figures have bee adusted for the purpasss of compansan wath these of Decamber 20019 to take account of the fact that Panama, Costa Rz, Guate-
mials, Bl Salvador and Nicaragua, which were previously incluzed in the Mosth and Central Amer ca geographical area, aro now included within Latin Arrenea

In 2019, operating income, taking account of depreciation,
amortization and impairment losses in the amount of €1,328
millicn (€1,103 millicn in 2018), decreased by €229 million
compared with 2018 dus to an increase in depreciation and
armartization in the United States (€118 million) related mainly
10 the change in the scope of consclidation noted earlier and

126

the start of operations at the Rattlesnake, Hilltopper and Dia-
mond Vista plants, the impairment losses on the assets of a
number of wind projects that are no longer viable, and the fair
value adjustrment ot hydroelectric projects classified as HFS
{€36 million), a5 well as the recognition in the previous year of
the reversal of impairment on the Hellas CGU (€117 million},
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Capital expand tare

Iillions of euro

Italy

lberia

Latin America

Morth Anicnca

Europe and Eurc-Wediterransan Affairs
Africa, Asia and {Jceania

Other

Total

2019 2018 Change

240 252~ 2 -1.8%
765 246 518 -
1,085 £54 401 B1.3%
1,74 1,322+ 422 31.9%
188 138 50 36.0%
274 142 132 43.0%

26 25 i3] -10.3%
4,283 2,784 1.50% 54.2%

M1 These figures have been zdjusted far the purpcses of compaison vwth those of December 2014 to t2ke account of the fact that Paramia. Cesta Rica, Guate-
midla, Bl Saksador and Micaragaa, which were preaously included m Lhe North and Central Bmer ca geographical area, are now includend w thin Lalin America
12y The figu-e does not includs €4 millien regarding units classifies as "held for sale”.

(Zr The figure does nobinglude €3 millon regarding urits slassified as “held for sale”

idy The figure does not include €375 rrillion regarding unizz classified as "kald for zale”

Capital expenditure increased by €1,509 million compared
with the previous vear. More specifically, the change is attri-
butable 1o
an increase of €519 million in capital expenditure in lhena
attributable mainly to wind farms (€364 million} and photo-
voltaic plants (€153 millon};
= an increase of €422 million in capital expenditure in North
America, mainly attributable 10 an increase of €237 million
in the United States and of €74 million in Mexico for so-
lar plants and to increases in capital expenditure for wind
farms (€112 milhony following a sharp increase in Mexi-
co (€224 million), partially offset by a decrease in capital
expenditure in the United States (€198 million};
an increase of €401 million in capital expenditure in Latin

Results by business area

Arnerica attributable mainly to wind farms {€274 million}
and photovoltaic plants {€170 milliony, which was partially
offset by a decrease in capital expenditure on hydroelectric
plants €30 millien). The increase in capital expenditure
was cancentrated in Brazil,

- an increase of €132 million in capital expenditure in Africa,

Asgia and Oceania related mainly to wind farms (€82 mil-
lion) following an increase in South Africa (€101 million),
which was partially offset by decreases in capital expendi-
ture in India (€12 million) and for solar plants {€60 mallion},
mainly in Australia {£38 million);

- an increase of €50 million in capital expenditure by Europe

and Euro-Mediterranean Affairs, mainly on wind farms in
Russia and Greece.
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Infrastructure and Networks

504 TWh

Electricity transported
on Enel's network
484 TWh in 2018

Operations

Clectriciny distibaton acd transport netwior<s

fillicns of kiWh

Electricity transported on Enel’s network ™

- of which aly

- of which fhena

- of which Latin Amernica

- of which Europe and Eurc-Meaditerransan Affairs
End users {no.)

End users with active smart meters (no.}

€8,278 min

Gross apearating margin
€7539 million in 2018

£€3,905 min

Capital expenditure
399 of total Group
camtal expenditure

2019 ima Change

504,027 484,377 19,650 4.1%
204,587 226,460 i1.873 -0.8%
126,454 124,865 T.eE0 1.3%
137295 117412 19,883 16.9%
15,601 15,640 51 0.3%
73,258,840 72,545,664 313,176 0.4%
44,668,538 43,770,085 $98.453 2.1%

(1) Thiee tigure for 2018 oflects @ more sccurate mossurcricent of amoonts transpoetend,

The in¢crease in energy transportad on the network is mainly

attributable to:

- Latin America (+16.9%) following the acquisition of Engl

Distnbuicdo Sao Paulo, a Brazilian electricity distnbution
cornpany, on June 7 2018;
Romania (+0.3%}, where the increase was mainly due to
new connections of business customers (+21.4 GWhj,
which was partially offset by a decrease for residential cu-
stomers -21.1 GWWh;

Results by business area

= Italy (-00.8%), where electricity distributed to end users to-

taled 224, 58 TWh, a slight dec¢rease from the previous ye-
ar's figure of 226,46 TWh, This reduction reflects declining
demand among medium-voltage (-1.2 TWh) and high-val-
tagae customers (-1 TWh). Demand was stable among

low-voltage customers;

= |beria (+1.3%), where the increase was due essentially to

an increase in electricity transported by Edistnbucion Re-
des Digitales SL.
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FSwarace frequeroy o7 ITEMUPTIONS D67 2.5Tamer

S&IF| faverage no.t
italy

Iberia

Argariticid

Grazif

Chile

Caloembia

ey

Rornana

Fwarage ourahion ol mier ooy per aislsme

SAIDN {average min )
italy

ieria

Argantina

Srazi

Chitg

Colomtna

Feru

Ao aniz

As indicated in the tables, the most significant service inter-
ruptions coourred in Argentina, due in particular to faults in hi-

Netwark losses lavy. %)
italy

iberia

Argentina

Srazi

Chile

Coluimbia

Peri

Horianiz

130

13
14
6.0
58
1
8.8
28
4.1

485
75.8
12141
7288
184.1
666.6
4788
169.6

2018
1.8
1g
67
8.2

15
8.0
28
3.8

2018
472
79.5

1,485 4
716.8
178.0
7in.0
436.0
173.8

at
0.2y
Q.7
i0.4)
at
2.2

0.3

13
(3.7
2713
12.0
6.7
(43.4)
[171)
(4.2)

Change
2E%
-12.5%
-10.4%
G.5%
6.7 %

2AA4%

79%

Change

2.8%

A 7%

-18.3%

L7%

3.4%

-6.7%

-3.9%

-2.d%

gh-voltage transmission systems not opearated by the Group.

75
i85
128
50
7
gz
97

Consolidated Annual Report 2019

2018

4.7
75
4.3
124
50
77
73
2.8

0.6
04

0.3
o1

Change

4.0%
32%

3.8%
-1.0%

£
‘ﬁl '



Performance

Iillions of euro

Rew=nue
Gross oporaling mangin
Dperating income

Capial experndilure

21,789
8.278
5,277
3,905

The following tables shows a breakdown of performance by country in 2019

HEESRIE

Millicns af eura

Italy

Iberia

Latin America

- of which Argenting

- of wihich Brazii

- of which Chile

- of which Colombia

- of which Paru

Eurnpe and Eurc-Medirerranean Affairs
Other

Eliminations and adjustments

Total

Gross operating ~argis

Killicns of euro

Italy

lberia

Latin Arrieriza

- of which Argenting
- of wiich Brazi

- of which Chile

- of which Colombia
- of which Poru
Eurgps and Eure-Mediterransan Affarrs
Other

Total

Results by business area

7647
2,724
11,033
1,168
6,946
1,467
641
§i3
38R
0
1619
21,783

s
14,968
7535
4,787
3,830

paiak:d
3,679
1.965
1,783
173
815
228
364
183
152
1201
7539

1.821
739
440

7h

i25)
53
1.758
133
1.317
na
105
)

17
17
1,321

227
G0
496
e
328
1)
25
40
145}

73¢

Change

Changs

Change

9.1%
9.8%
10.2%
2.0%

-0.3%
20%
19.0%
12 9%
23.4%
58%
20 3%
%
0.3%
339.6%
21.8%
9.1%

6.2%
3.1%
28.1%
o0 8%
40.4%
-2 8%
8%
218%
-29.8%
5.0Y%
9.8%
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The gross operating margin increased as a result of:

- an ingrease of €496 million in the margin in Latin America
despite the effects of adverse exchange rate developments
of €133 mullion, an increase that is mainly attributable to:

in Brazil, the consolidation of Enel Distribuicado Saa Pau-
lo (€313 milliony;

- in Argentina, the Edesur agreement with the govern-
ment resolving mutual pending issues arising during the
period from 2006 to 2016 in the amount of €209 million.
This ncrease was partially offset by a reduction in zales
revenue following a decrease in guantities transported;

- in increase in the gross opearating margin in ltaly following
a reduction in costs for the purchase of energy efficiency
certificates due to both a decrease in purchase prices and
in volumes purchased (€197 million} and 3 reduction in per

Chogratng itcoms

Millions of eura

Itahy

[STa3E:

Latin America

- ef wineh Argenting
- of wehich Brazil

- of which Chile

- of wehien Coloming
- of which Peru
Eurgpe and Euro-Mediterranean Affairs
Other

Total

The increase in operating income in 2019 was due to the
increase In gross operating margin, which was anly partially
offset by an increase of €249 million in depraciation, amortza-
tion and irmpairment [osses. More spacitically, the increase in
depraciation, amortization and impaiirment mainly concerned:
- an increase of €172 million in depreciation, amaortization
and impairment in Latin America, which was essentially
due to the change in the scope of consaolidation with the
addition of Enel Distribuicdo Sac Paulo and the recognition

132

sonngl costs due essentially o actuarial gaing inapplication
of Article 4 of Law 92/2012 {€21 millicn). It should also be
noted that, n 2019, e-distribuzione recognized an additional
indemnity of €50 million related to the sale of Eneal Rete Gas
1o F2i, following the indemnity of €128 million recognized
in 2018;

- an increase in the margin in lbhena due mainly to an incre-

ase in electricity-transport revenue (€56 milicn} and a gain
on the sale of the right to use the fiberoptic netwark (€24
rmillion}. These effects were partially offset by a decrease in
revenus from services provided to third-party end users;

- a decrease In the gross operating margin of Europe and

Eurp-Mediterranean Affairs due to an increase in costs in
Rornania, rmainly for personnel (€12 million), services (€12
million; and electricity purchases (€16 million),

HE 2018 Change

2,647 2,508 139 5.5%
1.2858 1,220 [sTa] 5.6%
1,349 1,026 324 21.6%

240 a5 142
487 362 125 24.5%
173 178 5) 2.8%
292 261 31 1.9%
157 126 31 246%
12 54 a1y 75.9%
201 1200 - -
5.277 4,787 490 10.2%

in Brazil of the writedown of the Funac fund in the amount
of €96 milhon, which became necessary after the repeal by
the state of Goids of the obligation to meet the liahilities,
even if not recognized, resulting from the administrative
and judicial dispute of Enel Distribuigao Goias,

- an incraase of €88 million in depreciation, amortization and

impairment in ltaly due to an increase in capital expenditu-
reand 10 the application of IFRS 16 (€38 million).

Consolidated Annual Report 2019 O ™



Capital expand tare

Iillions of euro

Italy 1,753 1,685 58 4.0%
lberia 647 elate: 21} 3%
Latin Amenca 1,335 1,315 20 15%
Eurcpe and Eure-Mediterransan Affairs j1538] 154 n §.3%
Other 1 3 (21 -66.7%
Total 3,905 3,830 75 2.0%
The increase in capital expenditure is mainly attributable to; metering eguipment;
[taly and capital expenditure for low-voltage plants; = Latin America, and Argentina specifically, in arder to impro-
Iberia and the reduction in capital expenditure for the di- ve the quality of service provided to users through works
stribution network and for software applications, an effect airmed at strengthening the low-, medium- and high-volta-
which was partially offset by an increase in capital expendi- ge netwarks.

ture for substations, transformers, and the replacement of
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End-user Markets

295 TWh in 2018

Operations

Eloerisiny selos

Iillicns of kWh

Free market

Regulated market

Total

- of wehigh aly

- of which Yharia

- of which Latin America

- of wingh Eurape and Eurp-Mediterranean Affairs

This positive performance of electricity sales in 2019 essen-
tially reflects the increase in quantines sold in Latn America,
mainly in Brazil following the acquisition of Enel Distribuicdo
530 Paulo. This change was only partially offset by the re-
duction of electricity sald in ltaly due toc a decrease in sales
on the regulated market following the transfer of 1.8 million

Mal.ra uas selas

Iillions of riv

Business to consumer
Business 1o busingss
Total

- of which oty

- of which tbena

- of which Eurape and Eurp-MMeditarranaan Affairs

€3.07% million in 2018

af which
L}
m 2B Change

162,588 152,619 {31] -

145,088 142,813 4,275 4.4%

301,676 295,432 6,244 2.1%

97638 104,318 (6. 773 -6.5%

29,441 59,639 {155) 0.2%

104,962 91,075 13,887 15.2%

8724 10,400 (=tatall G.4%

customers to the free market. This factor is seen as the cau-
se for the reduction in quanuties sold in Ramania as well. In
Spain, the change was essentially due to reduced consurmp-
tion. The Group's retail customers totaled 68,914,992, of whi-
ch 22,780,590 on the free markst. At December 31, 2018,
those figures were 71,117 743 and 21,478,721 respectively,

The reduction in natural gas sales was mainly due to the aferementicned reductions in consumption in Spain,

Results by business area

m 2ne Change
3,608 3,704 i5) -0.2%
8,802 7474 572) .0%
10,500 11,178 (678) -6.1%
4,736 4,761 [25) -0.5%
5750 £.409 655 -10.39
14 g & 75.0%
135
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Performance

Killions of euro

Reverus 32 544 33771
Gross oporating margin 32487 34074
Opsarating ingoime 21683 1,858
Capital expendilure 449 a7
The following tables shows a breakdown of performance by country in 2013.
RO
Millions of euro
Italy 16,042 18.367
lberia 13,867 14,324
Latin Ameanca 1.604 1,443
- of which Argenring 30 &
- of which Brazil 398 299
- of which Chile 268 255
- of which Colombia 763 248
- of which Peris 38 35
Eurcpe and Euro-Mediterranean Atfairs 1,121 1,040
Elrinations and adjustrments 1
Total 32,544 33,71
(roas operalicg narg n
Willions of eurg
Italy 2,314 2,233
lberia Fal 676
Latin Amenca 243 158
- of wihigh Argenning 2 {76l
- of wiich Brazi! 1449 a0
- of wiieh Chile 17 19
- of which Colombia a0 47
- ef which Peru ) 13
Eureps and Euro-Mediterranean Affairs 1% 12
Total 3,287 3,079
136 Censolidated Annual Report 2019

Change
.227 -36%
203 B.5%
205 1}1.5%
7B 20.1%
Change
13251 2.0%
11,0531 -11%
&1 4.2%
24 -
g9 33.1%
13 51%
=l -9.3%
) ThaAd %
a1 H.8%
{1t

{1,227} -3.6%

{hange
81 3.6%
34 5.8%
g5 53.8%
] -
449 49.0%
12 -10.5%
g 42 9%
z ThA L
3 25.0%
203 6.8%

£
‘ﬁl '



The increase in the gross operating margin is mainly anri-
butable to;
= anincrease in margins in Latin America due to;
- the consolidation of Enel Distribuicdo S3o Paulo begmn-
ning in June of last year {€51 million);
an increase in revenue in Argentina following the Ede-
sur settlement agreement with the government resol-

Onerzling inca e

Millicns of euro

Italy

lberna

Latin America

- of which Argantina

- of wiuch Brazif

- of which Chile

- of winch Colombea

- of which Pary

Europe and BEuro-Medternangan Affars
Eliminations and adjustrients

Total

In 2019, operating income, including €1,124 million in de-
preciation, amartization and impairment, increased dus, abo-
ve all, o pertermance improvements in ltaly, mainly for Enel
Energia following the improvement in margins noted above
and the decrease of £149 million in depreciation, amortization
and impawrment, which was essentially related to the decrea-
se in allowances for doubtful accounts.

Capial oxpond tare

Killicns of euro

Italy

Iberia

Latin Amearica

Europe and Eurc-Mediterancan Alfairs

Tetal

The change in capital expenditure is mainly attributable to
the increase in Raly, particularly with regard to Enel Energia.

Results by business area

ving rmutual pending issues arising during the period
2006-2016 {€24 million);

- an increase of €108 mullion in the margin on the free mar-
ket in Italy, which was only partially offset by a reduction of
€27 million on the regulated markert,

= & decrease in the cost ratio in |beria.

m 20M8 Charige
1,608 1.375 230 16.7%
481 434 3 -0.6%
77 a7 (o -11L.5%
35 ilel i15) -
A4 52 ! S12 A%
£ iy {17 -62.5%
52 25 23 78.3%
0 & 4 66. 7%
14) 12! 12 -
2,163 1,958 205 10.5%

This positve performance was impacted by the loss recogri-
zed in other countnes. In Romania, the loss of €14 million
reflected an increase in the impairment of trade receivables
compared with 2018,

m s Change
324 248 76 A0.6%
10 107 3 2.3%
- 1 K -
15 18 3 187 %
449 k¥l 75 20.1%

This increase was due to the capitalization of costs related to
the acguisition of new customer contracts.
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Enel X

6.3 GW 79,565 2,424

Demand Response Charging points Lighting points
6.2 GW in 2018 43,967 in 2018 2,487 in 2018

€158 min +47.5%

Gross operating margin Capital expediture compared to
€124 million in 2018 2018 for a total o1 €270 million
I Y

Operations

Derand Responze § kW) 6,257 6,215 A2
Lighting points (no. 2,424 2,487 143)
Storage (MW 12 3 9
Charging points ino.) 79,565 418,987 30,598

1) Exsluding storage from other sectors,

In 2019, the Group further developed the charging infrastructure for elactric vehicles, particularly in [taly.

Performance

Millicns of eura

Fevanue 1,130 1,008 124
Gross operating margin 158 124 34
{Cperating income e 14 (1171
Capital expanditure 270 183 837

Results by business area

Change
13%
-1.7%

G52.8%

Charige
12.3%
Z27A%

475%
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The following 1ables shows a breakdown of performance by country in 2019.

SovenLc

Millions of euro

I[taahy 282 247 35 14.2%
Iberia 261 247 14 57%
Latin America 186 161 25 15.5%
- of which Argenning 4 - E

- of which Brazi 17 15 2 13.3%
- ef which Chile &1 0 it 15.7%
- of wivch Colormibia 77 0 7 10.0%
- of which Paru 7 g 1 16.7%
MNorth America 328 338 {10 -3.0%
Eurcpe and Euro-Mediterranean Affairs 35 7 28 -
Atfrica, Asia and Coeania 5 - 5 -
Cther 66 50 16 32.0%
Elirminations and adjustrients 180] 144} 1361 -81.8%
Total 1,130 1,006 124 12.3%

(3ross oporallsy marg n

Millions of eura

2018 Change

[tahy 13 31 {18 B8 1%
Iberna 33 a1 13 25 5%
Latin Armerica B4 o153 2 14 3%
- of which Brazi i1k - 1) -
- of wiich Chile 26 12 7 26.8%
- ufwitch Cwlorribia 38 37 ! 2.7%
- of wiign Ferns 1 - i -
Narth Arnerica 8O 3 77 -
Eurcpe arnd Euro-Medilerranean Allairs - 3 3

Afneca, Agia and Coeania 111 4] 3 75.0%
Cthar [£513]] &) 2t -
Total 158 124 34 274%

The increase in gross operating margin came mainly in North Iy offset by an increase in operating expenses connected with
Armerica as a result of an adjustment to the amount paid for the  structural growth in ltaly, Spain and Latin Amnerica,

purchase of eMaotorVWerks (€98 million} in application of certain

clauses of the related contract. These effects were only partial-
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Onerat g nca =1

Millicns of curo

Italy

Iberia

Latin America

- of which Brazd

- of which Chile

- af which Colombia

- of wehich Pearu

Morth America

Europe and Eurc-Wediterransan Affairs
Africa, Asia and Oocania
Dther

Total

In 2019, operating income decreased despite the improve-
rment In the gross oparating margin, essentially as a result of
an increase of €151 million in depreciation, armartization and

Captal expond Lire

IAillions ot euro

Italy

loera

Latin Ameriza

MNorth Amenca

Europs and Eurc-Mediterransan Affairs
Africa, Asia and Ozeania

Cither

Total

Capital expenditure increased in Span, the United States
and Haly due to the purchase of new software licenses fo

Results by business area

m 2018 Change
45} it 136
113 37 (50
55 o4 A 7%
£4) i1 7,
24 19 & 26.3%
37 36 1 2.8%
1 - f -
50 i3m {19 B1.3%
(3 2 5
(5} =] 3 375%
(40} {26 114} -B3.8%
(98] 19 {117] -

impairment losses. This mainly concerned the impairment of
intangible assets (€33 million) in respect of obsolete techno-
logies that are no longer in usea.

m 2014 Change
52 54 12 B3.7%
Gd 38 25 513
a0 29 n 379
61 38 23 60.5%
4 3 1 33.3%
1 - 1
18 20 28
270 183 87 475%

support new business initiatives (demand response, charging
systems, e-mobilty, public lighting}.
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Services and Other

Performance

Millicns of euro

Revanue 2,229 2,140 29 4.27%
Gross apearaling margin gt 1118) a8 84.54%
Cperating income 1248} 1251] 5 2.0%
Capital expenditure 1749 142 37 281%

The tables below show performance by geographic area in 2013.

Moo
Willicns of sura “:3
m e Change %
&
Italy 1,359 1.389 (30 2. &
Iberia 597 514 83 16.1% g
Latin America 27 35 t=H -22.9% ;:.,::
Europe and Buro-Mediteransan Affars i 22 i 273% *
Cither 291 231 50 26.0%
Eliminations and adjustiments 1730 151 22 A3 1%
Total 2,229 2,140 89 4.2%

Gross operating ~argie

Iillicns of eura

Italy 169 14 50 42.0%
Iheria [523] B0 14 -175% #
Latin Arneriza 123! {101 al=)] -18.3% =
Europes and Bure-Mediterranean Affars 5 1 4 - B
Crther 136 212 77 38.3%
Total {18} (116} 28 -84.5%

The increase in gross operating margin for 2019 is due to;

=« an increase of €50 million in the margin in laly, the result
mainly of a reduction in costs for leases and rents due to
application of IFRS 18 and their conseguent inclusion in the
value of right-of-use assets;

= an increase in the margin on the "Other” segment related

Results by business area

to the increase in services provided by the holding com-
pany to the other Business Lines of the Group and to a de-
crease in costs for reversal of the provision related 1o the
closing of an Enel SpA arbitration in Bomania (€13 million).
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Oaea ng itoome

Killions of euro

Italy 17 39 221 -BE.4%
Ibena 19 39 120 -51.3%
Latin America f2a (105 nry -16.2%
Eurcgre and Euro-Mediterranean Atfairs 3 - 2 -
Chther 1631 [224) a1 272%
Total {248} (251) 5 -2.0%

The operating loss in 2019 improved by €5 millign, after an of €23 million, which mainly reflected the depreciation of ri-
increase in depreciation, amortization and impairment losses  ght-of-use assets following apphcatcn of the new IFRS 16.
Capilal cpendinee

Millions of eurg

Itaky 78 63 10 14.7%
lberia 45 28 18 64.3%
Latir Armerica g g - -
Eurcpe and Buro-Mediterrancan Affairs 1 1 -

Other 45 34 9 25.0%
Total 174 142 37 26.1%

The ingrease in capital expenditure in 2012 can be attributed to increases in Italy and Spain.
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Significant events in 2019

Issue of new €1 billion green bond in Europe

On January 14, 2019, Enel Finance International NV placed its
third green bond on the European market. The issug amounts

Funac

With Law 20.416 of February 5, 2019, the state of Goids re-
duced from January 27 20015 to April 24, 2012 the period of
operation of the Funac fund and the tax benefit system that
allowed Celg Distribuicao SA - Celg-D {now Enel Distribuicao
Goias) to offset ICMS (tax on the circulation of goods and ser
vices, similar 10 VAT) against the tax credit for Celg-D invest-
rments to devslop and maintain its gnid. On February 25, 2019,
Celg-D appealed the provisions of Law no. 20.416 of February
5, 2018 an a precautionary basis {"wnt of mandamus”) before
the Court of the state of Goids, which denied the appeal on
Febmuary 26, 2019, Celg-D appealed this ruling and the Court
of the state of Goias allowed the appeal on June 11, 2019, On
October 1, 2019, the Court of the state of Golas issued an
order revoking the precautionary measure previously granted
in favor of Celg-D. Celg-D filed an appeal against this deci-
sion, claiming that the right to guarantee tax credits has both

to a total ot €1.000 million and provides for repayment in a
single instalment &t maturity on July 21, 2025,

a legal and contractual hasis and that, theretore, the actions
that the state of Goias has taken in order to fully suspend the
application of these laws are patently unfounded. On April 26,
2018, Law no. 20468 was promulgated. With the law, the
state of Goids revoked the tax relief referred 1o abave in its
entirety. On May 5, 2019, Celg-D filed a petition and a request
for a precautionary suspension against the state of Goias to
contest this law. On September 16, 2019, the Court of the sta-
te of Goids denied the pstition for precautionary ralief, uphal-
ding the repeal of the tax benefit of the ICMS. On September
26, 2019, Celg-D filed an appeal against the decision denying
the precautionary suspension, claiming that the repeal of the
tax credit law is unconstituticnal to the extent that these cre-
dits were established in accordance with applicable law and
constitute acquired rights.

Amendment of regulatory framework
for hydroelectric concessions

The changes intraduced with Decree Lawe 1356 of December
14, 2018 {the "Simplification Decree”), ratitied into law in Fe-
bruary 2019, included the amendment of the criteria for the
reassignment and extension of concessions and possible in-

demnities for outgoing concessionaires. These rules wiill be
completed with implementing provigions to be enacted by
the regions and the competent authorities,

Disposal of 100% of Mercure Syl

On March 1, 2019, the sale of 100% of Mercure 5rl was finali-
zed with the receipt of a provisional €162 million, subsequent-

Significant events in 2019

ly adjusted to €168 million, corresponding ta the valuation of
the business unit at the reference date of January 1, 2018,
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Acquisition of 650 MW of renewables
capacity from its North American joint

venture EGPNA REP

On March 14, 2018, Enel Green Power MNorth America Inc.
finalized the acquisition of 100% of seven renewable gene-
ration plants totaling 650 WV from Enel Green Power North

America Renewable Energy Partners LLC, an equally owned
joint venture. The total paid for the transaction amounted to
$£256 millicn, for an enterprise value equal to $300 millien.

Acquisition of Tradewind, a US renewables

development company

On March 26, 219, Enal Green Power acquired Tradewind
Energy, a renewables project development company, which
includes 13 GW of wind, solar and storage projects located

in the United States. The agreement also envisaged the sale
of Savion, a subsidiary of Tradewind, to the Green Investrment
Group.

Increase in stake in Enel Ameéricas

In April 2019, Enel Spd increased its stake in its Chilean sub-
sidiary Enel Américas to 56.8% from 51.8% following the
settlement of twe share swap transactions entered into in
October 2018 with a financial institution to acquire up to 5%
of the share capital of Enel Amérizas.

On June 28, 2019. Enel SpA entered into two share swap
contracts with a financial institution to increase Its interest in
its listed Chilean subsidiary Enel Améncas SA by up to 5% of

share capital from its current 56 8%,

On September 3, 2019, Enel SpA successfully completed a
capital increase at s Chilean subsidiary Enel Américas SA In
the total amount of $3 billion. Enel increased its stake in Enel
Arneéricas 10 b7.26% from its previous holding of 56.8%.

At December 371, 2019, Enel held a total interest of 53.87%
in Engl Américas.

Enel refinances hybrid bonds

On May 15, 2018, Enel successfully launched a suroc-deno-
minated non-convertible bond on the European market in

the form of a subordinated hybrid security with a maturity of
about six years, amounting to €300 million.

Resolution of outstanding regulatory issues
in Argentina has positive impact for the Enel

Group

On May 17 2018, Edesur signed two agreements with the
Argenting government that enabled the settlernent of a num-
ber of pending regulatory issues, allowing the Enel Group to

operate within a stable and fully defined framework, with a
significant positive impact on EBITDA.

Sale of 540 MW of renewables capacity in Brazil

On May 31, 2019, Enel Green Power Brasil Participacdes Ltda
cloged the sale of 100% of three operational renewables plan-
15 totaling 540 MW 1o the Chinese company CGM Energy In-
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ternational Holdings Co. Limited for R$2.9 billion, equivalant
o about €660 millicn,
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Gradual halt of coal-fired generation in Chile

On June 4, 2M92, Enel Generacien Chile and GasAtacama Chi-
le, members of the Enel Chile Group, signed an agreement
with the Ministry of Energy governing the progressive inter

ruption of generation at the Tarapaca, Bocamina | and Bocami-
na Il coal-fired plants.

Placement of first “General Purpose SDG
Linked Bond” in the world

On September 6, 2019, Enel Finance International NV placed
a single-tranche "sustainable” bond for US institutional inva-

stors on the US and international markets, The bond totaled
$1.5 billion, egual to about £1.4 billian,

Brindisi plant - Ash dispute

With regard 1o the crimingl investigation initiated by the Public
Prosecutor's Office of the Court of Lecce in 2017 concerning
the use of fly ash, in the cement industry, on August 1, 2018,
the Lecce Public Prosecutor lifted its seizure of the plant, with
the termination of the judicial custody/adrministration of the fa-
cility and the restitution of about €523 million to Enel Produzio-
ne. Howsever, the preliminary invastigation is continuing both
against the accused indiwduals and the company pursuant to
Legislative Decree 231/2001. On Qctober 10, 2018, the Deti-
nitive Technical Report was filed. On December 8, 2018, the
investigating magistrate of the Court of Lecce, at the requast
of the Public Prosecutor, scheduled a hearing for January 22,
2019, 10 receive testimony from the experts on the report. The
investigating magistrate then postponed the hearing until April
15, 2019, Following this hearing, the experts reiterated the ac-
curacy of the assessment and the non-hazardous nature of the

ash produced by the thermoelectric plant and the possibility of
using that ash in the production of cement.

Wyith a notice cormmunicated on June 7 2013, the Lecce Public
Prosecutor announced the completion of the preliminary inve-
stigation (pursuant to Article 415-bis of the Code of Crirminal
Procedurel in ielation to the cnminal proceedings in question,
On July 1, 2018, the brief pursuant to Articlea 415-brs of the
Code of Civil Procedure was filed jointly by all the defendants,
requesting that the case against the defendants and the corn-
pany be dismissed, given the clear conclusions of the expert
testimony, which fully confirmed the appropriatensss of the
ash management process adopted at the Brindisi plant.

On January 9, 2020, the original notices of the preliminary he-
aring set for January 29, 2020 were received. Due to a number
of irregularities in the notices, the hearing was postponed until
April B, 2020.

Halt of generation at coal-fired plants

in Iberia

On September 27 2013, Endesa 3A decided to promote the
interruption of generation by the coal-fired plants owned by
Endesa in lheria and to assess future options for tha related

sites, in compliance with the procedures set out in applicable
requlations,

Sale of Reftinskaya GRES coal-fired plant

in Russia

On October 1, 2013, Enel 5pA announced that Enel Russia
had transferred ownership of the Beftinskaya GRES coal-fired

Significant events in 2019

plant to JSC Kuzbassenergo, owned by Siberian Generating
Company.
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Placement of first “General Purpose SDG
Linked Bond” on the European market

On Qctober 10, 2019, Enel Finance International NY launched
a multi-tranche “sustainable” bond for institutional Investors
on the European market totaling €2.5 billion. The bond is lin-

ked to the achievernent of the United Nations Sustainable De-
velopment Goals (SDGs) and is the Enel Group's first “General
Purpose SDG Linked Bond” issued on the Eurcpean market.

Afgreement for acquisition of 55%
0

PayTipperr

On November 14, 2019, Enel X reached an accord to acquire 55% of PayTipper, a payment institution with agreements with

an extensive network of sales outlets,

Increase in stake in Enel Chile by up to 3%

On December 5, 2019, Enel SpA entered into two share swap
agreements with a financial institution 1o increase its interest

inits listed Chilean subsidiary Enel Chile SA by up 10 3% trom
the current holding of 61.9%.

Early redemption of hybrid bond

QOn December 5, 2012, Enel Spa exercised its early call option
for the listed hybrid bond issued on January 15, 2014 on the
Irish Stock Exchange with a nominal value of €1,000 million,

in accordance with the terms and conditions envisaged in the
prospectus of January 10, 2074

Endesa industrial relations

After a series of meetings of the Comision Negociadora del V
Convenio Colectivo de Endesa (Comisian Negociadora) whi-
ch began in October 2017 and continued throughout 2018,
in view of the impossibility of reaching an agreement, Endsa-
sa notified the workers and their union representatives that,
with effect from January 1, 2019, the 4th Endesa Collective
Bargaining Agreemeant must be considered terminated in the
same way as the "framework guarantee contract” and the
“agreement on the voluntary suspension or resolution of em-
ployment contracts in the period 2013-20187 applying from
that date the provisicns of general labor law, as well as the
legal criteria established in the matter.

In December 219, the most reprasentative union at Ende-
sa decided 10 abandon the suit pending before the Supreme
Court tor voluntarily participate in an arbitration proceeding
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before the Servicio Interconfederal de Mediacion y Arbitraje
{SIMA) aimed at resclving the main issues connected with
the 5th Endesa Collective Bargaining Agreement.
Accordingly, the procesding befare the Supreme Court is con-
tinuing with the three minority unions that had initially initia-
ted the suit together with the larger union.

In parallel, numerous individual suits have been filed by rae-
tired staff and exemployees wha had parucipated in the re-
tirement incentive agreements [AVS) 10 judicially ascertain
that the termination of the 4th Endesa Collective Bargaining
Agreement weuld not impact tham, Currently, the majority
of these proceedings have been suspended or are beng su-
spended, pending a ruling on the collective issue before the
Supreme Court, on whaose outcome these proceedings de-
pend.

™
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Regulatory and rate i1ssues

The European regulatory framework

“Clean Energy for all Europeans”
legislative package

The “Clean Energy for all Europeans” leqislative package, pro-
posed by the European Commission in 2018, laid the founda-
tion necessary for achieving greater integration and regionali-
zation of markets for electricity, balancing, flexibility services
and capacity. Following the interinstitutional agreement rea-
ched in 2018, the following regulations and directives com-
pleting the package were published in the Official Journal of
the Eurcpean Union on June 14, 2119; the Electricity Market
Regulation (2013/243), the ACER Regulation {2019/842), the
Risk Preparedness Regulaton {20019/341) and the Electncity
Market Directive [2019/944). The measures entered force on
July 4, 2012, with the regulations taking immediate effect,
while the dirgctive must be transposed into the law of the
vanous EU countries by December 31, 2020.

The new legislation fosters the integration of the different te-
chnologies and the participation of diverse market operators.
It also opens up the possible development of mechanisms
to provide long-term signals to investment in decarbornization
{e.g. auctions, PPAs) and the adeqguacy of the electricity sy-
stem (the capacity market).

The “Clean Mobility” legislative
package

The “Clean Mobility” legislative package, proposed by the
European Commigsion in three geparate packages betwesn
2017 and 2018, contains a series of legislative propesals and
other initiatives intended to make traffic safer, reduce CO,
emissions and air pollution, support the development of zero-
and laww-emission vehicles and the creation of a supply chain
for the preduction of European batternies. In 2019, following
an interinstitutional agreement reached in 2018, the final legi-
slation completing the package was published in the Official
Journal ot the European Union. Regulation (EL) 2019/6317 set-
ting COQ. emission performance standards far new passenger
cars and for new light commercial vehicles for 2025 and 2030

Regqulatory and rate issues

was published inthe Official Journal of the European Union an
April 25, 2013 and entared force on May 15, 2019, Regulation
{EU} 201911242 setting CO, emission performance standards
for new heavy-duty vehicles for 2026 and 2030 was published
in the Official Journal of the European Union on July 25, 2019
and entered force on August 14, 2013, Finally, Directive (EU}
2018/1181 on the promotion of clean and energy-efficient road
transport vehicles was published in the Otticial Journal of the
European Union on July 12, 2019 and entered force on August
1, 2019, While the regulations will be directly applicable fol-
lowing the publication of the text in the Official Journal of the
European Union, the directive will have to be transposed with
specific legislation in the Member States within two years of
entry into force,

Sustainable finance

In December 2019 the European Parliameant and the Council
of the European Union reached an agreement on a proposed
regulation on a classification system for sustainable econo-
mic activities {taxonomyl, with the aim of enhancing private
and public investments ta finance the transition 1o a climate
neutral and green economy. Formal approval of the regulation
I3 expected to come in the 1st Quarter of 2020.

Alsa in December 2018, a regulation concerning low-carban
benchmarks and positive carbon impact benchrmarks was
formally approved (amending the previous Regulation (EL}
2018/1011).

The two regulations are part of a sustainable finance packa-
ge, which also includes a proposal for a regulation on disclo-
sures relating to sustainable investment and sustainatulity
risks, amending Directive (EU} 2016/2341 (IORPs), and the
establishment of a European green bond standard 1o increa-
se transparency and comparability in this market, in suppart
of sustainable tinance.
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“European Green Deal”
Communication

On December 11, 2012, the European Commission presen-
ted the "European Green Deal” {EGD}. The communicaticn
outlines a series of initiatives aimed at enablng European citi-
zens and husinesses to henetit from a green and sustainable
transition. It is an integral part of the European Commission's
strategy to implement the United MNations' 2030 agenda for
sustainable development, The European Green Deal includes
initiatives on climate, environment, industrial strategy, green
finance, financing, sustainability and society and legislative
proposals that will be presented in 2020 and 2021,

+ The Comrnission will propose the first European 'Climate
Law" by March 2020, aimed at reflecting greater climate
ambition and enshrining the 2050 European climate neu-
trality objective in legislation.

- An assessment of measures to increase the EU's gre-
enhouse gas emission reductions target for 2030 to at le-
ast 50% and towards 55% [replacing the current reduction
target of 40%) is also envisaged. To this end, the Europs-
an Cammission will launch a review of all relevant clima-
te-related policy instruments in order to align them with
the new climate targets. This will comprise the Emisgions
Trading System (ETS} and the possibility of extending it to
new sectors, the Energy Taxation Directive and the intro-
duction of a “carbon border adjustment mechanism™ for
specific sectors aimed at reducing the risk of “carbon lea-
kage” and preserving the competitiveness of EU industry.

- The update of the national energy and climate plans envi-
saged in 2023 will be assessad with a view to increasing
climate ambitions and supparting renewable energy. In ad-
dition, a process will be launched to review the legislative
dossiers relating to energy and the development of energy
infrastructures.

- During 2020, initiatives will be proposed to support offsho-
re wind and the smart integration of various sectors.

=~ A new industrial strategy aimed at achieving the climate
neutrality objective and an action plan for the circular eco-
namy are expected in March 2020. Furthermaore, support
for IPCEls, large alliances and new forms of cooperation
with industry and support for investments in strategic va-
lue chains will be strengthened.

= |n 2020, a strategy for sustainable and intelhgant mobility
will be presented airnad at making transport maore efficient
and cleaner. In addition, the Commission will propose the
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phasing cut of fossil fuel subsidies, the extension of the
ETS to the mantime sector, the revision of TEN-T and the
Alternative Fuels Infrastructure Directive and the revision
of the regulations concerning pollution and greenhouse
gas emissions for internal combustion vehicles,

= A new inttiative will be presented aimed at promoting bu-
ilding renovanon with the aim of combating hath climate
change and energy poverty, and the extension of the ETS
te include emissions frorm buildings will be considered.

- An action plan to reduce air, water and soil pollution will
be adopted in 2021, including a revision of air quality stan-
dards and measures to address pollution from large indu-
strial plants.

= A proeposal will be advanced for 2 new sustainable invest-
ment plan that includes a "just transition mechanism” and
“just transition fund” aimed at helping vulnerable regions
and sectars that are heavily dependent on fossil fuels and
mobilizing the funds necessary to achieve the objectives of
the European Green Deal.

= The European Investment Bank (EIB) will be transformed
into a “climate bank” by allocating 50% of all lending to
projects aimed at achieving climate obyectives,

~ Fesources in EU funding programs will be reallocated sc

that at least 25% of their budgets go to climate-ralated
projects and activitias {30% of the InvestEU Fund).
By 2021, EU guidelines on gtate aid, including emnvirgnmen-
tal and energy aid, will be revised, while suppart will be
given to naticnal tax reforms designed to increase pukblic
investment by EU countries to achieve the objectives set
cutin the European Green Deal.

State aid rules

After the lengthy reform of the rules governing state aid ini-
tiated in 2012, known as "State Aid Maodernization” the Euro-
pean Commission has decided to prolong the validity of the
regulations, communications and guidelings expiring in 2020
until 2021

At the same time, the Commission began a review process
for state aid rules, which will be completed by the end of
2021

Last July, the first phase of a public consultation on aid for
environmental protection and energy was completed {Com-
munication 2014/C 200/01 and Section 7 of Regulation (EU)
ng. §51/2014). The guidelines involved in the evaluation were
considered effective, however most responses underscored
the need for a revision of state aid rules to ensure consisten-
oy with current technolegical and economic developments.
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These imtiatives, which lie within the exclusive remit of the
European Commisgion, fall within the more general fra-
mework of the European Green Deal and the EU's ambitious
decarbonization objectives. The Comrmuission has repeatedly

detined state aid as an essential compongnt of the effective
development of policies to achieve climate neutrality by 2060,
State aid 1s an instrument to mobilize additional national re-
sources to support those deployed at the European level.

Requlatory framework by business area

Thermal Generation and Trading

Italy

The essential plants of Assemini and Portoferraio have been

declared eligible for cost reimbursement for 2018 and 2020,

The Brindisi Sud and Sulcis plants were declared eligible for

the 2019-2020 period.

The Porto Empedocle plant is eligible for long-term cost reim-

bursement until 2025,

For 2019 and 2020, the remaining part of essential capacity

was contracted under alternative contracts which under cur

rent regulations require the supply of capacity to the ancillary

services market for a fixed premium.

In 2019, the Regulatory Authority for Energy, Networks and

the Environment ARERA) adopted a series of measures re-

garding the reimbursement of costs to essential plants. More

specifically, they regarded:

= the final adjustment for 2016 for the Assemini and Porto-
ferraio plants;

= payrments on account for 2018 for the Brindisi Sud, Asse-
mini, Porto Empedocle and Portoferraic plants;

= payments an account for 2018 for the Brindisi Sud, Asse-
mini, Portc Empedocle and Sulcis plants.

On June 28, 2019, the Minister for Economic Development
iIssued a decree approving the definitve rules governing the
capacity remuneratcn mechanism (the capacity market). On
Novamber 6 and Novermmber 28, 2012 tvwwo auctions were heldg
with delivery in 2022 and 2023 respectively: Enel was awar
ded capacity for both years., Some operators and a sectoral
trade association contested the decree and the results of the
two auctions. A decision is pending before the Lombardy Re-
gional Administrative Court in Milan,

ARERA has confirmed the transitional capacity remuneration
mechanism (the so-called "capacity payment”) for the years
2020 and 2021, 50 85 10 ensure continuity with the new ca-
pacity market, which will produce a financial impact starting
from 2022.

Regqulatory and rate issues

Latin America
Chile

Rate revision - Introduction of the Transitional Flegtricity
Price Stabilization Mechanism

On Movernber 2, 2019, Law 21185 of the Ministry of Ener-
gy was published, It introduced a Transitional Electricity Pri-
ce Stabilization Mechanism for custormers on the regulated
market. Cansequently, the prices to be charged to regulated
customers in the 2nd Half of 2013 were set at the level of
those applied in the 1st Half of 2019 {Decree 20T/2018) and
were defined as " Stabilized Prices for Regulated Customers”
{PEC}.

Between January 1, 2021 and the terminancn of this mecha-
nisrn, the prices charged will be those set every six months
on the basis of Article 158 of the Electricity Agt and cannot
exceed the PEC adjusted for consumer price inflation.

Any differences between the amount billed in application of
the stabilization mechanism and the theoretical kill determi-
ned on the basis of considering the price that would have
been applied under the terms of contracts with the varicus
electricity distribution companies will be recognized by gene-
rators as receivables for invoices to be issued, up to an overall
maximum of $1,380 millian until 2023. These differences will
be recegnized in US dollars and wall not accrue interest untl
the end of 2025, Any imbalances n favor of the generation
companies will have to be recovered no later than December
31, 2027

Enel Green Power

Italy

The Ministerial Decree of July 4, 2019 provided for competi-
tive procedures based on Dutch auctions and registers, de-
pending on the installed capacity and by technology groups,
including photovoltaic systems. In particular, up ta Septermber
2021, seven procedures will be held with:

= Dutch auctions for plants with a capacity of mare than 1 MW,
= registers for plants with a capacity of less than 1 MWW
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Urlike previous decrees, the Ministerial Decree of July 4,
2019 provides for a new methed for supporting rengwable
sources through two-way contracts for differences under whi-
ch the successful tenderer returns any positive differences
between the zonal price and the auction price.

These incentive mechanisms will terminate when an indicati-
ve cumulative annual cost of the incentives reaches €5.8 bil-
lion. At Novermnber 30, 2019 the indicative annual cumulative
cost was around €5.0 billion.

Europe and Euro-Mediterranean Affairs

Greece

Last December, Law 4843/20M18 was approved, transposing
European legislation on priority dispatch and liberalizing ac-
cess to forms of long-term bilateral contracting for the sale of
electricity fram renewable sources.

Also in December, the Ministry of Energy applied to the Euro-
pean Commission for extension of the current remuneration
mechanisms for interruptibility services (Securty of Supply
Transitional Duty - SSTO and Transitory Flexibility Remunera-
tion Mechanism - TFRM). Bath mechanisms expired at the
end of 2019 The SSTD, which has operated since 2016, is
financed by all electricity producers, in particular renewable
genarators, based on revenus, The TFEM 13 funded by electri-
City consumers.

Greece has approved an ambitious national energy and cli-
rmate plan, which sets new targets for the developrment of
renevwable sources equal to 35% of final gross energy consu-
mption and includes a plan for the gradual closure of hgnite-fi-
red plants by 2023.

During 2019, competitive auctions awarded long-term supply
contracts for approximately 1 TW of wind and photovoltaic
capacity.

Bulgaria

With the amendments of the energy law introduced last May,
the incentive mechanism for renewable generation plants
with a capacity of between 1 and 4 MW has changed. Star-
ting from January 1, 2018, electricity generated by renewable
plants will be sold through the Bulgarian energy exchange
{(IBEX) and will take account of spot electricity prices.

Africa, Asia e Oceania
South Africa

The main event was the publication in October 2013 of the
nevy long-term electrical development plan {the Integrated
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Resource Plan ¢r IRP). IRP 2013 envisages the withdrawal of
11 GW of coal capacity by 20320 ({in parallel with 1,500 MW of
new coal-fired plants). Furthermore, again by 2030, 6 GW of
new solar photovoltaic and 14.4 GW of new wind are planned.
The Carban Offset Regulations have been published. They will
allow renewable energy plants that meet certain requirermen-
15 10 generate emission reduction credits and to sell them to
companies subject 1o the carbon tax.

Australia

The most important political event of the year was the fede-
ral glection in May 2019, which saw the re-electicn of the
conservative Liberal Party, which s in favar of a coal-based
energy policy. The election result led to a slowdown in the re-
newable energy market, with a significant dacline in capacity
under development (-60% compared with the investments
recorded (n the previous year accerding to BNEF}. The sta-
lemate is exacerbated by the complexity and length of can-
nection and permitting processes.

These developments are complicated by the uncertain
outcome of two procedures [(Coordination of Generation and
Transmission Investment - Past 2025 Market Design for the
NEM) currently under way, which could lead to the overall re-
definition of the Naticnal Electricity Market {NEM), However,
the draft decisions prepared to date by the competent autho-
rities confirm some of the schemes deemed meffactive by
most investors {e.g. management of losses on transmission
networks).

India

Last year saw the re-election of Prime Minister Modi, whi-
ch will continue his policy of suppaorting renewables over the
next five vears. 12 GW were installed in 2019 alone, bringing
renewables capacity in the country to 86 GW,

Various regulatory measures have been introduced to encou-
rage renewables, including a 25-year exernption from tran-
smission costs for wind and solar projects and a the reduction
in the corporate tax from 34% 10 256%.,

Infrastructure and Networks

ltaly

The rate for the fifth regulatory period (2016-2023) is gover
ned by ARERA Resolution no. 854/2015/R/eel. This peried
lasts eight yvears and i3 divided into two sub-periods of four
years each INPR1 for 2016-20M9 and NPR2 for 2020-2023},
VWith regard to the NPRZ period, on December 27 2019 ARE-
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RA published Resolution no. 268/2019/R/eel, with which it
updated rates for distribution and metering services in force
in the 2020-2023 period, publishing the new integrated texts
{TIT 2020-2023 and TIME 2020-20234, substantially confirming
the pre-existing regulatory framework regarding the retum on
capital and depreciation and making only a few changes to the
methcds for recognizing operating costs,

With Resalution no. B39/2018/Rfcom, ARERA set the value of
the WACC for distribution and metering activities, valid for the
2019-2021 period, at 5.9%, up 0.3 points compared with the
5.6% in force for 2016-2018,

As for distnibution and metering rates, ARERA approved both
the definitve reference rates for 2018, calculated by taking
into accaunt the acwial balance sheet data for 2017 (Resolu-
tion no. 76/2019/R/eell, and the provisional reference rates for
219 on the hasis of the preliminary balance sheet data for
20N28 {Resolution no. 117/2015/R/eel}. The definitive referance
rates for 2019 are expected 1o be published in the early mon-
ths of 2020.

With regard to service quality, ABERA, with Resolution no.
846/2015/Rfeel as amended, established output-based regula-
tign for electricity distribution and metering services, including
the principles for regulation for 2016-2023 {TIGE 2016-2023}
With Resolution ne. 566/2019/R/eel, ARERA completed the
update of the TIQE for the 2020-2023 semi-period, proposing
tools to bridge gaps in quality of service still existing between
the various areas of the country, taking account of the time
needed to implement interventions on the grid as well as the
effects of climate change.

With Resolution no. 534/2015/R/eel, ARERA published the list
of interventions in the 2019-2021 Resilience Plan of e-distri-
buzione eligible for the bonus-penalty mechanism envisaged
under the provisions of Resolution no. 668/2019/R/eel, which
introduced an incentive mechanism for investments to incre-
ase the resilience of distribution grids in terms of resistance
toe loads deriving from extrermne weather events,

Energy efficiency - White certificates

With decision no. 2638/2019 published on November 28,
2019, the Lombardy Regional Administrative Court, ruling that
the Ministry for Economic Development did not have jurisdi-
ction, voided the part of Interministerial Decree of May 10,
218 setting the cap on the rate subsidy pertaining to distribu-
tion companies at €260/EEC and, consequently, Resalutions
no. 487/2018/Rfefr and no. 208/2019/R/efr, with which ARE-
RA had updated the rules for deterrmining the rate subsidy,
As a result, ARERA initiated a procedure for amending the

Regqulatory and rate issues

rate subsidy 1o be paid to distributors with Resolution no.
529/2019/R/efr,

Grid Code

ARERA issued Resclution 50/2018/R/eel, which introduces a
reimbursement mechanism for non-recoverable receivables
of distribution companies in respect of the general system
charges paid to the Energy and Environmental Services
Fund {CSEA) and Energy Services Operator {GSE} but not
collected by defaulting sellers whose transport contract has
been terminated. The provision permits the recognition of re-
celvables accruad as from January 2016. This resclution was
also challenged by a number of cpearators and a consumear
association, but all appeals were denied and the rulings are
definitive.

Resolution no. 495/2019/1/zel also provided for the payment
by March 2020 of default interest on the system charges
requested from distribution companies with order of 2018,
while, once fully operational, that will be replaced by legal
interest autamatically calculated by CSEA.

With Resclution no. 695/2013/R/eel, ARERA intervenad to sup-
plement the CADE in order to allow the terminaton of a tran-
sport contract even in the event of failure to adjust guarantees
following changes in turnover/nurnber of customers. This reselu-
tion was also challenged by an operator and the judgment is cur-
rently pending before the Milan Regional Administrative Court,
In response to traders failing to reinstate enforced guarantees,
or failure 10 pay transport service fees, edistribuzione sought to
termingte certain transport contracts, with the conseguent filing
of new suits (additicnal to those previously filed as a precautio-
nary measure to hinder the procedures for enforcing the sure-
ties initiated by e-distribuzione following the non-payment of the
fees invoiced to the traders, all of which were decided in favor of
e-distribuziona ), with which the traders are contesting the termi-
nation of the contract and claiming damages. e-distribuziong is
participating in the proceedings in order to contest the plaintiffs’
oppesing and to request payment, in a counterclaim, wherg re-
cessary, of its receivable in respect of the traders,

Europe and Euro-Mediterranean Affairs

Romania

In 2019, the first year of the fourth regulatory cycle, the national
regulatory autharity ANRBE revised the assumptions underlying
the caleulation of regulated revenue up to the year 2023, adop-
ting & structurg closer to the Enel business model. The effects
werg favorable for distribution activities for the 2019 financial
vear as well, Furthermore, thanks 1o a government decision,

153

ot
o
£
g
o
e
%
5
b=
=
g
=
o

R I EDTRE TR

Cuemalidelsd liesaia



the requlated rate of return was ingreased from 2.66% 10 6.9%
with the aim of ingreasing investment in grids.

Latin America
Brazil

Ratc revision for Encl Distribuicao Rio (2019)

The rate revision of Enel Distribuigdo Rio provisionally appro-
ved on March 13, 2018, in accordances with Resolution no.
2.377 was subsequently approved by the regulatory autherity
AMNEEL on March 12, 2019, resulting in an average increase
for customers of around 9.70%.

This increase applied from March 15, 2019 to March 31, 2019

Extraordinary rote revision for Encl Distribuizao Rio (2019
On March 20, 2013, ANEEL authorized the Camara de Comer
cializacdo de Energia Elétrica (CCEE} to finalize the agresment
with eight banking groups to bring forward payment of the
CDE-ACR ithe so-called “rate deficit”) for September 2019,
This decision was reflected in the rates applied by Enel Distri-
buicaa Rio, which increased by 759%.

These rates apply 10 the period from April 1, 2019 to March
14, 2020,

Rate revision for Enel Distribuicao Ceard {2018;

On April 18, 2019, ANEEL approved the fifth periodic revision
of the rates of Enel Distribuigao Ceara, which applied as from
April 22, 2019. The average increase was 8.22%.

Rate revision for Enel Distribuicao Sao Paulo {(2019)

On July 2, 2018, ANEEL approved the fifth periodic revision
of the rates of Enel Distribuigdo Sao Paulo, which applied as
from April 22, 2019, The new rates produced an average in-
crease of 703%.

The next rate review is expected in four years.

Rate rovision by Encl Digtribuicoo Goids (2019)

On Qctober 22, 2019, ANEEL approved a new rate revision
for Enel Distribuicdo Goias, which took effect from the same
date. The new rates produced an average decrease of 3.90%.

Argentina
Rate ravision for Edesur (20191
On February 1, 2019, Resolutions ENRE 24/2013 and 26/2013

were published in the Official Journal, The first approved the
values of the rate table 1o be applied with effect from Fe-
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bruary 1, 2019, based on consumer price inflation, established
with Resolution SGE 366/2010. |t also includes an in¢rease in
the FMNEE, which went from $16.5/MWh to $30/MWhH. The
second rasolution (26/2013) approved the new distribunion ra-
tes, which took etffect fram the same date (February 1, 2018),
establishing that the increases of February 2019 in the VYAD
{Aggregate Distribution Value! will be applicable from March
1, 2019, The changes reflect the vanation of 23.57% in the
MM fraom August 23, 2018 to February 18, 2019, the X factor
of -5.42% and the Q factor linvestmentsh of 1.74%.

End-user Markets

Italy

Electricity

With Resolution no. 708/2018/R/eel, ARERA updated for
20119 the rate component covering the marketing costs of the
operators of the enhanced protection service {RCY) and the
levels of the PCV fae, which represents the reference price
for sellers on the free market. Resolution no. 576/2019/R/eel
updated the levels of the RCV and PCV for 2020.

WWith Reselution no. 118/2019/R/eel, ARERA introduced me-
asures to enhance the efficiency of managing fraudulent wi-
thdrawals of power by end users in the enhanced protection
market and amended the existing compensation mechanism
for the amounts not collected in respeact of such withdrawals.
Servizio Elettrico Mazionale has appealed the resolution and
the related judgment is pending before the Lombardy Regio-
nal Administrative Court in Milan.

Gas

With resolution ne. 32/2018/R/gas ARERA established the rules for
settling financial iterns betweaen sallers and end users f