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DISCLAIMER - This document has been prepared by A2A for convenience purposes only and for the benefit of investors and analysts solely and is based on public information. However this document shall
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does not constitute an offer or invitation to purchase or subscribe any shares or other securities and neither it nor any part of it shall form the basis of or be relied upon in connection with any contract or
commitment whatsoever.
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Summary – 2014
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 In 2014 a collapse of the spot prices occurred once again: the PUN Baseload closed at 52.08 €/MWh (-10.91 €/MWh

compared to 2013) and the PUN Peakload closed at 58.97 €/MWh (- 11.30 €/MWh compared to 2013).

 The Peakload/Baseload ratio is stable (1.13).

 The electricity demand was 309TWh, down by 3% compared to 2013: it is at the same level of demand in 2000. Only

September 2014 registered a little increase of +0.4% vs September 2013. January 2015 registered a further decrease of

-2%, but February registered a slight increase of +0.7%, supported by the colder temperature.

 The supply side recorded a new reduction of 9.7% in thermoelectric production (-18 TWh). There was an increase in

photovoltaic production (+9.8%), as well as in hydroelectric production which rose 7.4% compared to 2013 thanks to the strong

hydraulicity of the half year. In 2013 hydro production already rose by 21% compared to 2012.

 The Clean Spark Spread (CSS) reference of 2014 slightly improved compared to the same period of 2013, but still negative on

the Baseload (-2.03 €/MWh). It is positive on Peakload (+4.86 €/MWh) – although not by much – confirming the plight of gas-fired

thermoelectric producers.

 The coal-fired plants continue to be profitable, favored by falling prices of coal and CO2, even if in 2014 the Clean Dark

Spread (CDS) suffered strong compression reaching 13.07 €/MWh, a reduction of over 8 €/MWh compared to 2013.

 The GSE price of the Green Certificates produced in 2014 is 97.42 €/MWh, much higher than that of 2013 (89.28 €/MWh)

due to the collapse in the PUN to which the GSE price formula is inversely linked.

 The White Certificates are traded now at around 106 €/Tep.

 The EUA average price closed 2014 around 6 €/Ton. EU Commissioner for Energy, Miguel Arias-Canete, confirms the ETS

mechanism as “the major instrument helping the energy sector to decarbonise”.
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The electricity production
Further drop in thermoelectric production, greater hydraulicity

Source: Terna - Monthly Report on the Electricity System.
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• The electricity demand recorded a further reduction of 3% (-2.9% on a seasonally adjusted basis).

• The net total production reduced by 4%; there was a significant drop in thermoelectric production (-9.7%) while
photovoltaic production continued to increase (+9.8%). In the first two months of 2015 photovoltaic production increases
by 22.8%.

• Due to the greater hydraulicity with respect to 2013, hydroelectric production increased by 7.4%. In the first two months of
2015 hydroelectric production decreases by 24.5%.

• There was also an increase in the import-export balance (+3.7%).

GWh 2014 2013
Var. %

2014/2013

Net Production

Hydro 58,067 54,068 7.4

Thermo 165,684 183,404 -9.7

Geothermo 5,541 5,319 4.2

Wind 14,966 14,812 1

Solar 23,299 21,229 9.8

Total net production 267,557 278,832 -4.0

Import 46,724 44,338 5.4

Export 3,021 2,200 37.3

Foreign balance 43,703 42,138 3.7

Pump storage 2,254 2,495 -9.7

Demand 309,006 318,475 -3.0
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Load factor of thermo plants on day-ahead market
Further reduction in the CCGTs load factor in the North Zone

• The reduction in the load factor of the CCGTs in the North Zone and in the South Zone continued, as a result of the ongoing
reduction in the electricity demand, especially in the residual demand fulfilled by CCGT due to the effect of the increase in renewable
production and in distributed generation which, according to AEEGSI, accounts for over 30 GW.

• In 2014 the CCGTs operated for around 15% equivalent-hours (on an annual basis around 1,300 equivalent hours), a level almost
comparable with that of wind and photovoltaic power plants.

• For the coal-fired plants in the North Zone, the reduction in the load factor was the result of the halt of Vado Ligure plant; a countertrend was
seen in the South Zone, where the load factor increased by almost 16% due to the increase in the net flow to Greece (+ 2.9 TWh in 2014).
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(*) Load factor calculated on the combined cycle plants not subject to dispatching restrictions (thermal load, CIP6, …)

Source: A2A Trading/Bidding & Dispatching calculations based on GME data

Approx.
1,300 hours/year

Approx.
4,700 hours/year

*
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GWh Period Demand

2013 Q1 81,237

Q2 76,844

Q3 80,923

Q4 79,471

YEAR 318,475

2014 Q1 78,193

Q2 75,487

Q3 78,117

Q4 77,209

YEAR 309,006

2014 vs 2013 -3.0%

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Diff [%] -3.7% -4.0% -3.6% -2.7% -2.6% -0.1% -4.8% -5.9% +0.4% -1.4% -3.7% -3.4%

The electricity demand
Reduction of 3% in the 2014

Source: Terna - Monthly Report on the Electricity System, Ref-E
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• In 2014 the electricity demand amounted to 309 TWh, with a reduction of 3% (- 9.4TWh) compared to 2013.

• On a seasonally adjusted basis, the reduction was -2.9%.

• In the first two months of 2015 the demand decreased further by 0.7%.

• September 2014 registered an increase of 0.4% vs September 2013 (-0.2% seasonally adjusted) for the first time after 20
months of continuous decline.

• Looking at the Italian territory, the reduction in consumption is particularly significant in Lombardy (-6.1%) and in the
North West area (-4.3%).
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Gas consumption in Italy
Thermoelectric and distribution uses dropped by 13% in 2014

Source: Snam Rete Gas.
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• The gas consumption trend in the 2014 is still negative in the

thermoelectric and distribution sectors, recording a drop of

13% compared to 2013 (-7.2 bcm).

• The Italian gas consumption is below the level of 2000.

-11% -13%

17.3 bcm

Total Consumption

in Q4 2014

60.2 bcm
Total consumption in 2014

(67.4 bcm in 2013)

• In Q4 2014 there was a decrease in consumption in the

thermoelectric sector by over 11%, due to the mild

temperatures that reduced electricity demand during the past

three months.

• Also distribution consumption decreased strongly in Q4 2014

by 13%.

-13%
-13%
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€/MWh

gas PB GAS TTF

SPREAD

TTF/PB GAS

2013 Q1 26.75 28.19 -1.43

Q2 28.54 27.24 1.30

Q3 27.84 25.92 1.92

Q4 28.30 26.81 1.50

Year 27.86 27.03 0.83

2014 Q1 25.49 24.32 1.17

Q2 21.18 18.96 2.22

Q3 21.79 18.10 3.69

Q4 25.87 22.02 3.85

Year 23.58 20.84 2.74

Q4 2014 Vs Q4 2013 -2.43 -4.78 2.35

2014 Vs 2013 -4.28 -6.19 1.91

Italian market: PB-GAS prices analysis
Widening TTF/PB GAS spread

Source: GME data and internal analysis, Ref-E
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• In 2014 the price of the PB-GAS was significantly lower compared to the same period of 2013 (-4.28 €/MWh) because of the

drop in consumption due to the mild temperatures that prevented the complete emptying of the storage. In December, import

from Russia decreased by 29%, compensated by an increase in withdrawals from storage (+73%).

• The reduction was even greater for TTF (- 6.19 €/MWh compared to 2013): therefore there was a re-widening of the spread

between TTF/PSV (up to 2.74 €/MWh) due to the Ukraine crisis: starting from July, Russia cut gas supply to Ukraine, which in

turn cut the export to the other European countries, especially to Italy, that has been reflected in higher spot prices.
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€/MWh PUN BL PUN PL

2013 Q1 63.84 73.70

Q2 57.36 63.75

Q3 65.54 68.49

Q4 65.16 75.14

Year 62.99 70.27

2014 Q1 52.49 62.80

Q2 46.48 49.80

Q3 50.44 53.48

Q4 58.85 69.77

Year 52.08 58.97

Q4 2014 Vs Q4 2013 -6.32 -5.37

2014 Vs 2013 -10.91 -11.30

Italian Market: spot prices analysis
PUN down by 10.9 €/MWh compared to 2013

Source: Gestore Mercato Elettrico (GME)
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• In 2014 the PUN decreased with respect to 2013 due to the reduction in
PSV prices, weak demand and the record levels of hydraulicity: the
average Baseload closed at 52.08 €/MWh, down by 10.9 €/MWh
compared to 2013.

• Even the average Peakload prices, which closed at 58.97 €/MWh, suffered
a substantial reduction with respect to 2013 (-11.3 €/MWh).

• In February and March 2015 prices have been higher than in 2014,
thanks to colder temperatures, higher gas prices due to geopolitical
instability in Ukraine and gas shortage in Holland.
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Analysis of spot prices: marginal technology on MGP
Huge drop in the CCGTs’ relative share to cover the demand

Source: Gestore Mercato Elettrico (GME)
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• In 2014 the number of hours in which the CCGT technology set the marginal price on the energy markets
reduced further: the CCGTs represent the marginal technology in 53% of the hours.

• The contribution of non-hydroelectric renewable sources was stable, and their impact was confirmed at
around 2% of the hours.

• The relative significance of the imports decreased in favour of coal, which set the marginal price in 20%
of the hours.
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Impact of renewable sources
Zonal hours at zero price in 2014

• In 2014 the number of hours in which
the zonal spot price was zero increased
compared to 2013, but PUN never
registered prices equal to 0.

• It is observed that:

- the further the shift to the north the lesser
the impact of the hours at 0;

- compared to the same period of 2013,
there has been a strong increase of the
hours at zero mainly in Sicily and in the
South Zone, where the renewable
sources set the price in 3.3% of the
hours.

Note that the launch of Market Coupling
may require Italian market to adopt negative
prices. It is therefore likely that, in the new
scenario with negative prices allowed, the
zero prices seen until now will become
negative values, further depressing the
average Italian price.

Source: internal analysis

11

The greater the latitude the lower the impact of
photovoltaic production
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Italian Market: clean spark/dark spread analysis
CSS still under pressure, but slightly improving

• In the second quarter of 2014 a light increase in CSS in Baseload hours was recorded, due to the strong reduction of gas prices
(even if it is still negative). In the second half of the year, CSS laid in a range near zero, due to a slight recover of the power
prices.

• Even the CSS measured in Peakload hours increased in the last two quarters.

• There was a strong contraction in the clean dark spread (-8.63 €/MWh), due to the drop in the power price overcoming the
reduction of CO2 and Coal prices.

(*) Clean spark spread: difference between the PUN and the sum of: gas cost (PSV), CO2, CV and variable transport costs. The efficiency used for the CCGT technology is conventionally set
at 53%. The CCT component is excluded because the spreads are measured with respect to PUN.

(**) Clean dark spread: difference between PUN and the sum of: coal cost including logistics, CV cost, CO2 cost (CCT not included). The efficiency used for the COAL technology is 35%.

Source: internal analysis
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2013 2014

€/MWh

clean spark

spread on BL*

clean spark

spread on PL*

clean dark

spread on BL**

2013 Q1 -0.62 9.24 20.86

Q2 -9.50 -3.11 16.89

Q3 -0.65 2.30 25.65

Q4 -3.64 6.33 23.33

Year -3.60 3.68 21.70

2014 Q1 -6.35 3.96 13.55

Q2 -2.72 0.60 9.04

Q3 1.75 4.79 11.23

Q4 -0.89 10.03 18.42

Year -2.03 4.86 13.07

2014 Vs 2013 1.57 1.19 -8.63

Q4 2014 Vs Q4 2013 2.75 3.70 -4.92
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Liquidity of the wholesale forward market
More interest in medium-short term products

Volumes in the
last 12 months

~650 TWh

Source: internal analysis
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• In 2014 the forward market volumes surpassed the
underlying physical market by 2x (650 TWh vs 309 TWh).

• Three quarters of the transactions have physical
delivery (through a broker or on MTE), while the remaining
part involved are financially settled.

• The volumes traded through brokers are still predominant
with respect to those traded on IDEX or MTE.

• From June the German market EEX also lists Italian futures,
thereby making the Italian market more liquid and more
accessible to foreign traders (reaching 14% of the market
share in only 6 months!).

No. deals in the
last 12 months

~ 45,000

N.B: Data related to EEX, IDEX, MTE include OTC cleared deals.
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• The rapid increase in new installations of intermitting renewable
sources and the concurrent reduction of demand have resulted,
from 2011, in a significant change to Terna's reserve procurement
methods on MSD.

• In 2014 there was an increase in the volumes purchased by Terna
in the planning phase (ex ante MSD), due to the request of the
start up services, while there was a decrease in those sold.

• The steady decline in the average price for ascending services
indicates that the competition in this market is increasingly fierce.

• The steady decline in descending prices is due to the huge drop in
MGP prices.

Source: A2A Trading/Bidding & Dispatching calculations based on GME data
REF – Electricity Observatory Forecast June 2014

In 2014 around 60% of total MSD volumes
are intermediated by CCGTs.
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The cost of financing for renewable and assimilated sources
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The «5th Conto Energia» ceased to
apply on 6 07 2013 upon reaching the
accumulated annual cost of 6.7 billion
€.

In 2013, 221 MW without incentives
came into operation and the
installation of 500 MW and 1 GW is
expected for 2014 and 2015 (*)

In recent years the impact of the electricity component of the price to the end-customer has dropped from 60% to 46%. Conversely, the
impact of the system charges has significantly increased (from 9% to 23%), mainly due to the increase in the A3 component.

Source: GSE – AEEG data - (*) Source: Deutsche Bank

Energy
Component at
46% of the bill

total cost
(18.8 c€/kWh)

This cumulative
cost may not

exceed 5.8 billion €
per year.
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European spot electricity markets
Drop in price everywhere (mainly in France)

Source: internal analysis
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• 2014 was characterized by a marked drop in prices in all European countries, to the same extent for the

Baseload and the Peakload.

• The highest drop is on the French market, where the Baseload prices dropped by 20%, mainly due to a very mild

winter and rainy summer which contained the electricity demand. During the first three months of 2015, French

prices surged around 10 €/MWh compared to 2014.

VAR % -13% -20% -18% -17% VAR % -16% -21% -19% -16%
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Spot price spreads between borders
Spreads reduction on all borders with the Italian market

• The reduction in spreads between the spot prices of France, Germany, Switzerland on one side and the Italian North Zone

on the other side could be explained by means of price reduction for Green certificate (from 4 to 2 €/MWh). Only the spread

with German reduced further, mainly due to the less reduction in German prices which were already very depressed.

• Instead during Q4, Italian prices remained supported for gas related risk for Ukraine-Russia supply and spreads remained

almost at 2013 level.

Source: internal analysis
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Spreads 4th Quarter PzNORD - FR PzNORD - DE/AU PzNORD - CH
€/MWh €/MWh €/MWh

Spreads Q4 2014 15.61 21.62 15.54

Spreads Q4 2013 16.37 26.61 15.65

-0.76 -4.98 -0.11

-4.6% -18.7% -0.7%

Spreads at 31/12 PzNORD - FR PzNORD - DE/AU PzNORD - CH
€/MWh €/MWh €/MWh

Spreads 01/01 - 31/12 2014 15.74 17.59 13.54

Spreads 01/01 - 31/12 2013 18.35 23.81 16.86

-2.61 -6.22 -3.32

-14.2% -26.1% -19.7%

Delta 2014-2013

Delta 2014-2013
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Peak/Base ratio trend
Italy has a Peak/Base ratio 20% lower than other European countries

• In the last three years, in Italy, the Peakload/Baseload ratio has fallen below European levels due to the lack of the winter

heating load characterizing the countries of Central Europe, and to the summer contribution of photovoltaic production.

• We do not expect this trend to be disregarded even in the next few years due to both the lack of recovery of the electricity

demand and the increase, albeit limited, of the photovoltaic source.

Source: internal analysis
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Correlation between Brent and Power in Italy
Correlation is back ?

• The 2014 confirmed the «disconnection»
between the Brent prices and the
electricity prices in Italy, more closely tied
to gas which is following different
dynamics to those of oil.

• This correlation became more
significant only in the last months of
2014 due to the strong decrease of Brent,
which reached 44$ in the first week of
2015: this strong shift outside the long
period channel between 100-120$
affected strongly power forward curve
(also because oil indexed contracts, due
to the fall in oil prices, are now in line with
the gas markets).

20

Source: internal analysis
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Correlation between forward Power and TTF
Drop in correlation in September due to the widening of TTF/PSV spread

• From the start of 2014 the correlation between gas
and power returned to very high levels and in some
weeks the movements practically mirrored each
other: this sign confirms the importance of gas as
a key driver for electricity prices.

• Only in the last weeks of the third quarter of 2014,
the correlation lost significance, due to the
widening spread between TTF and PSV, due to
the Ukraine crisis and the risk of suppy curtailment.

• Note that in recent months both forward contracts
suffered significant price reductions, reaching their
minimum levels: the TTF reached 19.75 €/MWh
while the Italy power felt at 44 €/MWh.

Source: internal analysis
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Environmental Markets
Green Certificates

23

GSE published the “Rapporto statistico Energia da Fonti Rinnovabili in Italia - 2013”, a report about Italian renewable production in electric,
thermal and transport sectors.

In 2013, the total final consumption of energy was 124 Mtep, the lowest in last ten years; 16.7% of this consumption was covered by
renewable sources, a value near to the target of 17% for Italy, stated with the Directive 2009/28/CE for 2020.

The Report highlights for year 2013:

1. in electric sector: 600,000 renewable power plants installed in Italy for a total of 50,000 MW, which produced 112 TWh. The greater
contribution was offered by hydroelectric and solar, followed by biomass and wind;

2. in thermal sector: 10.6 Mtep of thermal energy from renewable source was consumed through chimney, solar panels, heat pumps and
district heating;

3. in transport sector: 1.25 Mtep of biofuels was pumped for consumption.

The GSE withdrawal price of the GCs produced in 2014 is 97.42 €/MWh - higher than 2013, due to a stronger PUN decrease in 2014.

The percentage of obligation to input renewable energy into national power system is 0%. Starting from 2016 the Green Certificates system
will disappear leaving room to feed-in tariff.

Source: GSE and GME

GME

Market

Year

GSE

w ithdraw al

price

GSE selling

price

Yearly

average

price

(*)

€/MWh €/MWh €/MWh

2008 98.00 88.66 79.92

2009 88.91 112.82 86.30

2010 87.38 113.10 82.14

2011 82.12 105.28 80.32

2012 80.34 103 74.12

2013 89.28 114.46 86.11

2014 97.42 124.9 96.00

(*) GCs year X exchanged during year X

GSE Prices
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AEEG Tariff

Contribution on

each compliance

GME Market - Yearly

average price (*)

€/Toe €/Toe

2008 100 77.10

2009 88.92 87.19

2010 92.22 97.34

2011 93.68 103.22

2012 86.98 104.21

2013 110.27 112.27

2014 106.87 ** 106.25**

*from june year n to may year n+1

** Forecast from June to December 2014

Environmental Markets
White Certificates

.

24

In 2014, GSE has delivered 7.5 Millions of TEE equivalent to an energy saving of 2.7
Mtep in addition to 0.7 Mtep of TEE by CAR. TEEs issued for year 2014 were 23%
higher than TEE delivered for year 2013 (6.1 Millions of TEE).

The total energy saving realized in 2014 with White Certificates system has been 3.4
Mtep.

The White Certificate system in 2014 was characterized by:

1. a strong growth of TEE number about “RVC a consuntivo” (RVC-C), concerning
the certification of saving by PPPM (Proposta di Progetto e Programma di
Misura);

2. a progressive decrease of TEE number issued for “RVC standard” (RVC-S);

3. the most TEEs referred to industrial sector (79% of TEEs delivered in year
2014), followed by civil sector (18%) and lighting (3%);

4. the most saving projects are focused on North Italy (Lombardia, Veneto) and in
Emilia Romagna.

In the period 2006-2014, 31.1 Milions of TEE were delivered for saving projects,
corresponding to an energy saving of 20.4 Mtep.

106.25

Source: GSE
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Environmental Markets
EUA – ETS PHASE III
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EUA trend

The EUA price in Q4 2014 had a upward trend closing around 7 €/ton, confirming the

positive expectation by the market on the current discussion about ETS reform post

2020 and the introduction of the Market Stability Reserve (MSR).

The 2014 main keys with an impact on EUAs market prices have been:

1. Q1 – the start of “backloading”, short-term measure which postpones the

auctioning of 900 Millions allowances until 2019-2020;

2. Q2 – legislative proposal for Market Stability Reserve and

3. Q3 - framework for climate and energy policies up to 2030.

EUA trend 2014: average 5.96 €/Ton

EUA CER EUA/CER spread

€/Tonn €/Tonn €/Tonn

2008 22.66 17.95 4.71

2009 13.37 11.81 1.56

2010 14.47 12.45 2.02

2011 13.42 10 3.42

2012 7.5 2.96 4.54

Fase II 14.28 11.03 3.25

2013 4.5 0.45 4.05

2014 5.96 0.17 5.79

Yearly price

Futures

December

Futures

December
Futures December
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