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FORM AND STRUCTURE

GENERAL INFORMATION

The Consolidated Financial Statements at 31 December 2021 of
the Acea Group were approved by Board of Directors’ resolution
on 14 March 2022, which also authorised their publication. The
Parent Company Acea is an ltalian joint-stock company, with
its registered office in Rome, at Piazzale Ostiense 2 and whose
shares are traded on the Milan Stock Exchange. The Acea Group’s
principal operating segments are described in the Report on Op-
erations.

COMPLIANCE WITH IAS/IFRS

These Condensed Financial Statements have been prepared in
compliance with the international accounting standards in effect on
the date of the financial statements, approved by the International
Accounting Standards Board (IASB) and adopted by the European
Commission according to the procedure set forth in art. 6 of the
regulation (EC) no. 1606/2002 of the European Parliament and of
the Council of 19 July 2002 and pursuant to art. 9 of Italian Legis-
lative Decree 38/2005.

The international accounting standards include the Internation-
al Financial Reporting Standards (IFRS), the International Ac-
counting Standards (IAS) and the interpretations of the Inter-
national Financial Reporting Interpretations Committee (IFRIC)
and Standard Interpretations Committee (SIC), collectively the
“IFRS”.

BASIS OF PRESENTATION

These consolidated financial statements consist of the consolidat-
ed income statement, the comprehensive consolidated income
statement, the consolidated balance sheet, the consolidated
cash flow statement and the statement of changes in consolidat-
ed shareholders” equity. The Report also includes notes prepared
under the IAS/IFRS currently in effect. The consolidated income
statement is classified according to the nature of the costs, the
items of the consolidated balance sheet according to the criterion
of liquidity, with the items classified as current and non-current,
while the consolidated cash flow statement is presented using the
indirect method.

The Consolidated Financial Statements are presented in Euros and
all amounts are rounded off to the nearest thousand Euros unless
otherwise indicated.

The figures in these Consolidated Financial Statements are compa-
rable to those in the previous year.

ALTERNATIVE PERFORMANCE
MEASURES

On 5 October 2015, ESMA (European Securities and Markets
Authority) published its guidelines (ESMA/2015/1415) on criteria

for the presentation of alternative performance measures which
replace, as of 3 July 2016, the CESR/05-178b recommendations.
These guidelines were transposed into our system with CON-
SOB Communication no. 0092543 dated 3 December 2015.
In addition, on 4 March 2021 ESMA published the guidelines on
the disclosure requirements deriving from the new Prospectus
Regulation (Regulation EU 2017/1129 and Delegated Regula-
tions EU 2019/980 and 2019/979), which update the previous
CESR Recommendations (ESMA/2013/319, in the revised ver-
sion of 20 March 2013). Starting from 5 May 2021, on the basis
of CONSOB Call for Attention no. 5/21, the aforementioned
ESMA Guidelines also replace the CESR Recommendation on
debt. Therefore, under the new provisions, listed issuers will have
to present, in the explanatory notes to their annual and semi-an-
nual financial statements published from 5 May 2021 onwards,
a new statement on debt to be drafted in accordance with the
instructions in paragraphs 175 and following of the above ESMA

Guidelines.

The content and meaning of the non-GAAP measures of perfor-
mance and other alternative performance indicators used in these
financial statements are illustrated below:

« for the Acea Group, the EBITDA is an operating performance
indicator and from 1 January 2014 also includes the condensed
result of equity investments in jointly-controlled entities for
which the consolidation method changed when the internation-
al accounting standards IFRS10 and IFRS 11 came into force.
EBITDA is determined by adding Operating profit/loss (EBIT) to
“Amortisation, depreciation, provisions and impairment”, insofar
as these are the main non-cash items;

« financial debt is represented and determined in accordance with
the aforementioned ESMA guidelines and in particular par-
agraph 127 of the recommendations of document No. 319 of
2013, implementing Regulation (EC) 809/2004. This indicator
is determined as the sum of short-term borrowings (“Short-
term loans”, “Current part of long-term loans” and “Current
financial liabilities”) and long-term borrowings (“Long-term
loans”) and the related derivative instruments (“Non-current fi-
nancial liabilities”), net of “Cash and cash equivalents” and “Cur-
rent financial assets”;

« the net financial position is an indicator of the Acea Group’s fi-
nancial structure determined in continuation with previous years
and used, as from this document, exclusively for information
presented in the business areas in order to provide clear segment
information that can be easily reconciled with the financial debt
(ESMA) referred to above. This indicator is obtained from the
sum of Non-current borrowings and Financial liabilities net of
non-current financial assets (financial receivables and securities
other than equity investments), Current financial payables and
other Current financial liabilities net of current financial assets
and Cash and cash equivalents;

« net invested capital is the sum of “Current assets”, “Non-current
assets” and Assets and Liabilities held for sale, less “Current lia-
bilities” and “Non-current liabilities”, excluding items taken into
account when calculating the net financial position;
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« net working capital is the sum of the current receivables, inven-
tories, the net balance of other current assets and liabilities and
current debts, excluding the items considered in calculating the
net financial position.

USE OF ESTIMATES AND
ASSUMPTIONS

Drafting of the Consolidated Financial Statements, in application
of the IFRS, requires the making of estimates and assumptions that
affect the values of revenues (including the estimate of the GRC),
costs, assets and liabilities in the financial statements and informa-
tion on contingent assets and liabilities at the reference date. The
main sources of uncertainty that could have an impact on the eval-
uation processes are also considered in making these estimates.
The actual amounts may differ from such estimates. Estimates are
used to determine some sales revenues, provisions for risks and
charges, provisions for impairment of receivables and other provi-
sions for depreciation, amortisation, valuation of derivatives, em-
ployee benefits and taxes. The original estimates and assumptions
are periodically reviewed and the impact of each change is immedi-
ately recorded in the Income Statement.

The estimates also took into account assumptions based on the
parameters and market and regulatory information available at the
time the financial statements were drafted. Current facts and cir-
cumstances influencing the assumptions on future development
and events may change due to the effect, for example, of changes
in market trends or the applicable regulations that are beyond the
control of the Company. These changes in assumptions are also re-
flected in the financial statements when they occur.

In addition, it should be noted that certain estimation processes,
particularly the more complex such as the calculation of any im-
pairment of non-current assets, are generally performed in full
only when drafting the annual financial statements, unless there are
signs of impairment that call for immediate impairment testing. For
more information on the methods in question, please refer to the

following paragraphs.

EFFECTS OF THE SEASONALITY
OF TRANSACTIONS

For the type of business in which it operates, the Acea Group is not
subject to significant seasonality. Some specific operating segments,
however, can be affected by uneven trends that span an entire year.

RISKS CONNECTED TO THE
CORONAVIRUS (COVID-19)
EMERGENCY

Please see the Report on Operations for a description on the main
impacts the Covid-19 emergency had on the Group’s activities.
Note that at present these impacts have not had significant effects
on the income statement, nor has it created uncertainties that
would reflect negatively on the presumption of the business as a
going concern.

Finally, in the “Impairment Test’ section below, the execution of the
impairment test pursuant to IAS 36 is outlined, done so to take into
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account the global pandemic, which did not indicate a need to carry
out any write-downs on the carrying values of tangible and intan-
gible assets.

Relative to the recoverability of receivables, no particular risks were
identified. From the analysis done with regards to IFRS9, no need
was identified to carry out additional write-downs on the carrying
values of receivables due to Covid-19.

APPLICATION OF THE IFRS5
STANDARD

In line with the 2020-2024 business plan, after authorisation
from the Board of Directors on 23 December 2021 an agree-
ment was signed for the sale of the majority stake in the com-
pany that will hold the photovoltaic plants held through Acea
(Acea Sun Capital), a company currently fully consolidated. The
investor was identified through a competitive process in which
nine funds presented Non Binding Offers (“NBOs”) and sev-
en were admitted to the subsequent stage. The offers were the
subject of careful selection which led the Board of Directors, at
its meeting on 10 November 2021, to identify the offer of the
British infrastructural fund investor Equitix Investment Man-
agement Ltd (“Equitix”) as the one overall most in line with the
Group’s expectations.

The project will be carried out through the incorporation of a New-
co (“HoldCo”) — in partnership between Acea Produzione and the
Investor which will hold the majority of the capital, 60% — which
will acquire 100% of the shares of Acea Sun Capital from Acea
Produzione. The sale of the shares of Acea Sun Capital to HoldCo
and of the payable of the same to Acea Produzione will take place
at an enterprise value of approximately € 220.3 million (referred to
100% of the portfolio of plants).

The operation involves two stages, the first and most important in-
volves the sale of plants for a total of 105.0 MW of which 46.2 MW
incentivised in the energy account, while the second which will take
place during the next year will involve the plants at the moment not
yet connected.

In the present Consolidated Financial Statements, in accordance
with the provisions of IFRS5, these assets and the liabilities direct-
ly related to them represent a Disposal Group and therefore were
measured and presented in the 2021 balance sheet, according to
the provisions of the Standard. In fact:

o the assets and liabilities referable to the disposal group were re-
classified among Assets and Liabilities held for sale; in keeping
with the rules of IFRS5; the specific presentation is not applied
to the financial balances at 31 December 2020;

e in the income statement the balances were not reclassified
in the item Net profit/(loss) from Discontinued Operations but
presented in continuity with the previous year because it was
considered that the disposal group did not represent either
a “major line of business” or a “geographical area of opera-
tions”;

o inthe cash flow statement of cash and cash equivalents, the cash
flows generated by the perimeter involved in the operation were
reclassified to specific dedicated items.

For more information on the application of the IFRS5 standard and
the related effects on the present Consolidated Financial State-
ments please see the note “Information on IFRSS5”.
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CONSOLIDATION POLICIES,
PROCEDURES AND SCOPE

CONSOLIDATION POLICIES

Subsidiaries

The scope of consolidation includes the Parent Company Acea
and the companies over which it directly or indirectly exercises
control or when the Group is exposed or entitled to variable re-
turns deriving from the relationship with the investee and has the
capacity to influence its returns through the exercise of its power
over the investee. Power is defined as the capacity to manage the
significant activities of the subsidiary by virtue of existing substan-
tial rights.

Subsidiaries are consolidated from the date on which control
is effectively transferred to the Group and are de-consolidat-
ed from the date on which control is transferred out of the
Group.

According to accounting standard IFRS10, control is obtained
when the Group is exposed or has the right to variable perfor-
mance deriving from relations with the subsidiary and is able,
through exercising power over the subsidiary, to influence its
performance. Power is defined as the capacity to manage the
significant activities of the subsidiary by virtue of existing sub-
stantial rights.

The existence of control does not depend exclusively on possession
of the majority of the voting rights, but on the substantial rights
of the investor over the investee. Consequently, the opinion of the
management team is required to assess speciﬁc situations |eading
to substantial rights attributing to the Group the power to manage
the significant activities of the subsidiary so as to influence its per-
formance.

In order to assess the requirement of control, the management
team analyses all facts and circumstances, including agreements
with other investors, the rights deriving from other contracts and
potential voting rights (call option, warrant, put option assigned to
minority stakeholders, etc.). These other facts and circumstances
may be particularly significant in the assessment, especially if the
Group holds less than the majority of the voting rights or similar
rights in the subsidiary.

The Group reviews the existence of control over a subsidiary when
the facts and circumstances indicate that there has been a change
in one or more elements considered in verifying its existence.
Lastly, it must be noted that in assessing the existence of the con-
trol requirements, no situations of de facto control were encoun-
tered. Changes in the possession quota of equity investments in
subsidiaries that do not imply the loss of control are recorded as
capital transactions adjusting the quota attributable to the stake-
holders of the Parent Company and that of third parties to reflect
the change in the quota owned. The eventual difference between
the amount received or paid and the corresponding fraction of
the shareholders’ equity acquired or sold is recorded directly in
the consolidated shareholders’ equity. When the Group loses

control, any residual equity investment in the company previously
controlled is re-measured at fair value (with counterpart in the
income statement) on the date on which control is lost. Also, the
quota of the OCI of the subsidiary over which control is lost is
dealt with in the accounts as if the Group has directly disposed of
the relevant assets or liabilities. Where there is loss of control of
a consolidated company, the Consolidated Financial Statements
include the results for the part of the reporting period in which the
Acea Group had control.

Joint ventures

A joint venture is a contractual arrangement in which the Group
and other parties jointly undertake a business activity, i.e. a con-
tractually agreed sharing of control whereby the strategic, financial
and operating policy decisions can only be adopted with unanimous
consent of the parties sharing control. The Consolidated Financial
Statements include the Group’s share of the income and expenses
of jointly controlled entities, accounted for using the equity meth-
od.

According to IFRS 11, a joint venture is an arrangement over which
one or more parties have joint control. Joint control is held when
unanimous consent or that of at least two of the parties to the
arrangement is required for decisions concerning the significant
activities of the joint venture. A joint agreement can either be a
joint venture or a joint operation. A joint venture is a joint control
arrangement in which the parties holding joint control have all the
rights over the net assets of the arrangement. On the other hand,
a joint operation is a joint control arrangement in which the parties
holding joint control have rights to the assets and obligations for
the liabilities in the arrangement. To determine the existence of
joint control and the type of joint arrangement, the opinion of the
management team is required, which must assess the rights and
obligations deriving from the arrangement. To this end, the man-
agement team considers the structure and legal form of the ar-
rangements, the terms agreed between the parties in the contrac-
tual agreement and, if significant, other facts and circumstances.
The Group reviews the existence of joint control when facts and
circumstances indicate that there has been a change in one or
more elements previously considered in verifying the existence of
Jjoint control and the type of joint control.

Associates

An associate is a company over which the Group exercises sig-
nificant influence, but not control or joint control, through its
power to participate in the financial and operating policy decisions
of the associate. The Consolidated Financial Statements include
the Group’s share of the results of associates at Net equity, un-
less they are classified as held for sale, from the date it begins to
exert significant influence until the date it ceases to exert such
influence.
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In determining the existence of significant influence, the opinion of
the management team is required, which must assess all facts and
circumstances.

The Group reviews the existence of significant influence when facts
and circumstances indicate that there has been a change in one or
more elements previously considered in verifying the existence of
significant influence.

When the Group’s share of an associate’s losses exceeds the carry-
ing amount of the investment, the interest is reduced to zero and
any additional losses must be covered by provisions to the extent
that the Group has legal or implicit loss cover obligations to the as-
sociate or in any event to make payments on its behalf. Any excess
of the cost of the acquisition over the Group’s interest in the fair
value of the associate’s identifiable assets, liabilities and contingent
liabilities at the date of the acquisition is recognised as goodwill.
Goodwill is included in the carrying amount of the investment and
is subject to impairment test together with the value of the invest-
ment.

CONSOLIDATION PROCEDURES

General procedure

The financial statements of the Group’s subsidiaries, associates and
joint ventures are prepared for the same accounting period and us-
ing the same accounting standards as those adopted by the Parent
Company. Consolidation adjustments are made to align any dissim-
ilar accounting policies applied.

All Intragroup balances and transactions, including any unrealised
profits on Intragroup transactions, are eliminated in full. Unre-
alised losses are eliminated unless costs cannot be subsequently
recovered.

The carrying amount of investments in subsidiaries is eliminated
against the corresponding share of the shareholders’ equity of each
subsidiary, including any adjustments to reflect fair values at the ac-
quisition date. Any positive difference is treated as “goodwill”, while
any negative difference is recognized through profit or loss at the
acquisition date.

The minority interest in the net assets of consolidated subsid-
iaries is shown separately from shareholders’ equity attributa-
ble to the Group. This interest is calculated on the basis of the
percentage interest held in the fair value of assets and liabilities
recognised at the original date of acquisition and in any changes
in shareholders’ equity after that date. Losses attributable to the
minority interest in excess of their portion of shareholders’ equity
are subsequently attributed to shareholders’ equity attributable
to the Group, unless the minority has a binding obligation to cov-
er losses and is able to invest further in the company to cover
the losses.

Business combinations

Acquisitions of subsidiaries are accounted for under the acquisi-
tion method. The cost of the acquisition is determined as the sum
of the fair value, at the date of exchange, of the assets acquired,
the liabilities incurred or acquired, and the financial instruments
issued by the Group in exchange for control of the acquired com-
pany.

The identifiable assets, liabilities and contingent liabilities of the
acquired company that meet the conditions for recognition under
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IFRS3 are accounted for at fair value on the date of acquisition,
with the exception of non-current assets (or disposal groups),
which are classified as held for sale under IFRSS5 and accounted for
at fair value net of costs to sell.

If the business combination is achieved in stages, the fair value of
the investment previously held has to be re-measured and any re-
sulting gain or loss is recognised in profit or loss.

The purchaser has to recognise any contingent consideration at
fair value, on the date of acquisition. The change in fair value of the
contingent consideration classified as asset or liability is recognised
according to the provisions included in IFRS9, in the income state-
ment or among the other components of the comprehensive in-
come statement. The costs directly attributable to the acquisition
are included in the income statement.

The purchase cost is allocated by recording the identifiable assets,
liabilities and contingent liabilities of the acquisition at fair value on
the date of acquisition. Any positive excess between the payment
transferred, valued at fair value on the date of acquisition, and the
amount of any minority interest, with respect to the net value of
the amounts of the identifiable assets and liabilities of the acquisi-
tion valued at fair value is recorded as goodwill or, if negative, in the
Income Statement.

For every business combination, the purchaser must value any mi-
nority stake in the acquired entity at fair value or in proportion to
the share of the minority interest in net identifiable assets of the
acquired entity.

It is specified that the price allocation process is provisionally allo-
cated to assets and liabilities and definitively accounted for within 12
months from the date of acquisition as required by IFRS3.

Business combinations involving solely
entities under common control

Business combinations which involve companies which are, defin-
itively, under the control of the same company or the same com-
panies both before and after the combination, and this control is
not temporary, are classified as “Business Combinations of enti-
. These are excluded from the scope
of application of IFRS3, nor are they governed by other IFRS. In

the absence of a relevant accounting standard, the selection of

|>a

ties under common contro

the accounting standard for these transactions, relative to those
for which a significant influence on future cash flows cannot be
demonstrated, is guided by the principle of prudence, which leads
to the application of the criteria of continuity of values for the net
assets acquired. Assets are recognised at the book values found in
the accounts of the companies acquired (or that of the selling com-
pany) prior to the transaction or, alternatively, the values found in
the consolidated financial statements of the common parent com-
pany. Particularly with reference to the above transactions, relative
to the sale of a business unit, treatment of the difference between
the contractually defined payment and the accounting value of the
business transferred is differentiated as a function of the equity in-
vestment relationships between the entities involved in the transfer.
Relative to transfers of business units under common control, on
the other hand, regardless of the pre-existing investment relation-
ship, the transferring entity must recognise the business transferred
atits historic accounting value, increasing its shareholders’ equity by
the same amount; the receiving entity must symmetrically recog-
nise the equity investment in the transferring entity for an amount
equal to the increase in the shareholders’ equity of the latter. This
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accounting treatment makes reference to that proposed by Assi-
revi in its Preliminary Guidelines on IFRS (OPI no. 1 Revised) —
“Accounting treatment of business combinations of entities under
common control in annual and consolidated financial statements”

issued in October 2016.

)

Treatment of put options for shares

of subsidiaries

Based on the provisions established under standard IAS 32, para-
graph 23, a contract which contains a requirement for an entity to
acquire shares for cash or against other financial assets, gives rise
to a financial liability for the current value of the price to exercise
the option. Therefore, if the entity does not have the uncondition-
al right to avoid the payment of cash or other financial instruments
if and when a put option is exercised on shares of subsidiaries, it
must recognise this debt. All subsequent changes are recognised
in the income statement. The same accounting treatment applies
when, in addition to a put option, there is also a symmetrical call
option, referred to as symmetrical put and call options related to
non-controlling interest. The Group considers shares subject to put
options (or to symmetrical put and call options) already acquired,
in cases in which the economic benefits and risks linked to actual
ownership of the shares does not remain with minority sharehold-
ers. Therefore, in these circumstances, it does not recognise the
interests held by minority shareholders in the consolidated finan-
cial statements.
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Consolidation procedure for assets and liabili-
ties held for sar (IFRS5)

Non-current assets and liabilities are classified as held for sale, in
accordance with the provisions of IFRSS.

Consolidation of foreign companies

The financial statements of investee companies operating in cur-
rencies other than the Euro, which is the functional currency of the
Parent Company Acea, are converted into Euro by applying the
exchange rate at the end of the period to the assets and liabilities,
and the average exchange rates for the period to income statement
items and to the cash flow statement.

The exchange differences arising from the translation of the finan-

cial statements of investee companies operating in currencies other

than the Euro are recognised directly in equity and are shown sepa-

rately in a specific reserve of; this reserve is reversed to the income

statement at the time of complete disinvestment or loss of control,

Jjoint control or significant influence over the investee company. In

the case of partial disposal:

 without loss of control, the share of the exchange differences
relating to the shareholding sold is attributed to the sharehold-
ers’ equity pertaining to minority interests;

« without loss of joint control or significant influence, the portion
of exchange differences relating to the shareholding sold is rec-
ognised in the income statement.

SCOPE OF CONSOLIDATION

The Acea Group’s Consolidated Financial Statements include the
financial statements of the Parent Company, Acea, and the finan-
cial statements of the ltalian and foreign subsidiaries, for which,
in accordance with the provisions of IFRS10, there is exposure to
the variability of returns and of which a majority of voting rights in
the ordinary meetings is held, either directly or indirectly, and con-
sequently the ability to influence the investee returns by exerting
management power. Furthermore, the companies on which the
Parent Company exercises joint control with other shareholders are
consolidated using the equity method.

A) CHANGES IN THE SCOPE
OF CONSOLIDATION

Compared to 31 December 2020 the following changes occurred

in the consolidation scope:

« on 22 April 2021, the deed of merger by incorporation of the
company BioEcologia into the company Acea Ambiente was
signed. As a result of the merger, the share capital will not
change and the by-laws will be amended. The full effects of the
merger run from the date on which the final registrations re-
quired by art. 2504 of the ltalian Civil Code take place;

+ on 24 March 2021, an additional 35% stake was acquired in

the company Solaria Real Estate, bringing the shareholding to
100%;

o on 25 March 2021, Crea SpA, placed in liquidation on 8 June
2011, was removed from the Companies Register;

« on19 May 2021, Acea Sun Capital acquired 100% of the shares
of the photovoltaic company JB Solar which has two photovol-
taic systems located in the province of Lecce, respectively with
power of 891 kWp and 521 kWp, for total installed power of 1.4
MW;

« on 28 May 2021 Acea Renewable and Acea Green were incor-
porated by Acea Produzione;

o on 15 July 2021 Acea Sun Capital acquired 100% of the com-
pany Solarplant, owner of a ground-mounted photovoltaic plant
with installed power of 0.99 MWp, located in Collesalvetti (LI)
and incentivised under the terms of the Second Energy Ac-
count;

« on 28 July 2021 Acea Sun Capital acquired 100% of the com-
pany PSL to which was contributed the business unit made up
of a photovoltaic plant, located in the municipality of Belpasso
(CT), with power of 0.99 MWp;

» on 3 August 2021 Acea Sun Capital acquired 100% of the
company M2D owner of a ground-mounted photovoltaic plant
located in the municipality of Leini (TO), with power of 0.994
MWp;
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+ on 14 October 2021 Acea Ambiente acquired 60% of Meg,
an operator active in ltaly offering professional consultancy for
the construction of municipal solid waste packaging treatment
plants;

« on 30 November 2021 Acea Ambiente acquired 65% of
DECQO, a waste management company whose activities also
include the construction and operation of relevant plants. The
company also holds a 21.8% investment in Picena Ambiente and
owns 100% of Ecologica Sangro, a company active in the inte-
grated management of solid urban waste in the Frentano and
Sangro Aventino district area. The company itself holds a 75%
stake in the Ecofrentano consortium;

+ on 22 December 2021 Acea Ambiente acquired 90% of AS
Recycling, a company that is currently inactive but which will
become a Corepla affiliated centre for secondary plastic SRF
recycling (Breakdown of plastics into the various polymer cat-
egories for sorting).

We can note that the merger by incorporation of the companies
Brindisi Solar, Acquaviva, Compagnia Solare 2, Compagnia Solare 3
and SPES into the company Solaria Real Estate was carried out on
27 July 2020, while the merger by incorporation of the companies
Luna Energia, Sisine Energia, Urbe Cerig, Urbe Solar and Bersolar
into the company KT4 was carried out on 26 October 2020. Both
mergers have accounting and fiscal effects backdated to 1 January
2020. The installed power with reference to the secondary photo-
voltaic system is 52 MW.

Lastly, with reference to the 2020 financial year, it should be noted

that:

+ the acquisition by Acea Sun Capital of the photovoltaic com-
panies Euroline3 on 7 May 2020, Energia on 7 May 2020, IFV
Energy and PF Power of Future on 4 June 2020 and lastly Be-
laria on 23 July 2020;

o the 100% consolidation of the company Fergas Solar, acquired
by Acea Solar on 15 April 2020, operating in the field of the
development and construction of photovoltaic plants;

o the full consolidation of the companies acquired on 22 April
2020 by Acea Ambiente: 60% of the companies Ferrocart,
Cavallari and Multigreen (the latter then merged into Cavallari
as of 1January 2021); the companies own a total of four plants
with a total authorised capacity of over 145 thousand tonnes per
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year, operate in the provinces of Terni and Ancona, carrying out
sorting and recovery of paper, iron, timber, plastics and metals
and are also active in the management of the separate collection
of production waste and packaging as well as waste disposal;

« the consolidation of SIMAM (Servizi Industriali Manageriali Am-
bientali) on 7 May 2020; the company is a leader in the design,
construction and management of water and waste treatment
plants, in environmental works and reclamation, with integrated
solutions featuring high technological content;

« the consolidation of 100% of the company Electric Drive ltalia,
acquired by Acea Innovation on 19 May 2020 to promote the
development of electric mobility through advanced IT solutions.
It should be noted that the company was merged by incorpora-
tion into the parent company Acea Innovation as of 1 January
2021;

+ the line by line consolidation of 51% of Alto Sangro Distribuz-
ione Gas, acquired on 31 August 2020, a company operating
in the gas distribution sector, and its subsidiary Notaresco. We
can note that, on 3 August 2021, Pescara Distribuzione Gas was
merged by incorporation into Alto Sangro, which at the same
time changed its name to AdistribuzioneGas. The merger has
accounting and tax effects backdated to 1 January 2021,

« the consolidation of Servizio Idrico Integrato (hereafter SII) af-
ter an amendment to the governance structure and the acquisi-
tion on 16 November 2020 of an additional 15% stake, thereby
arriving at a total stake of 40%;

o the establishment on 15 December 2020 of the Consorcio
Acea and the Consorcio Acea Lima Norte held by Acea Peru
(99%) and Acea Ato2 (1%), the first signed a three-year con-
tact for the management of pumping stations for drinking water
in Lima, the second signed a three-year contract for mainte-
nance of the water and sewerage network in the northern zone
of Lima.

B) UNCONSOLIDATED EQUITY
INVESTMENTS

Tirana Acque Scarl in liquidation, 40% owned by Acea, is recog-
nised at cost. The subsidiary, entirely written off, is excluded from
the consolidation scope as it is not operational and its relevance in
qualitative and quantitative terms is not signiﬁcant.
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ACCOUNTING STANDARDS
AND MEASUREMENT CRITERIA

CURRENCY CONVERSION

Transactions in foreign currencies are initially recognised at the ex-
change rate in force on the date of the transaction. Monetary as-
sets and liabilities denominated in foreign currencies were convert-
ed into the functional currency at the exchange rate prevailing at
the balance sheet date. All exchange differences are recorded in the
Income Statement of the Consolidated Financial Statements, with
the exception of differences deriving from loans in foreign currency
that have been entered into to hedge a net investment in a Foreign
company. These differences are recognised directly in equity until
the net investment is disposed of and at that time any subsequent
exchange rate difference is recognised in the Income Statement.
The tax effect and receivables attributable to the exchange differ-
ences deriving from this type of loan are also attributed directly to
equity.

Non-monetary assets and liabilities denominated in foreign cur-
rency and recorded at historical cost are converted using the
exchange rate in force on the date of initial recognition of the
transaction. Non-monetary assets and liabilities denominated in
Foreign currencies and recognized at fair value are converted us-
ing the exchange rate on the date of determination of this value.
Any emerging exchange differences are reflected in the income
statement.

Non-monetary items recorded at fair value are converted using the
exchange rate on the date of calculation of this value.

REVENUE RECOGNITION

In accordance with the provisions of IFRS15 “Revenue from con-
tracts with customers”, revenues are recognised for an amount that
reflects the consideration to which the entity believes it is entitled
in exchange for the transfer of goods or services to the customer.
The fundamental parts for accounting purposes are:

i. identify the commercial contract, defined as a (written or verbal)
agreement between two or more parties which results in rights
and obligations with the customer having the right to legal pro-
tection;

ii. identify the separately identifiable obligations to do something
(also “performance obligations”) contained in the contract;

iii. determine the price of the transaction, as the fee the enterprise
expects to receive for the transfer of assets or the performance
of services to the customer, in accordance with the techniques
in the Standard and depending on the possible presence of fi-
nancial and variable components;

iv. allocate a price to each performance obligation;

v. to recognize the revenue when the revenue obligation is fulfilled
by the entity, allowing for the fact that the services may not be
provided at a specific time, but over a period of time.

Revenues are valued at the fair value of the consideration re-
ceived or receivable, taking into account the value of any com-
mercial discounts, returns and rebates granted by the Group.
Specifically:

« revenues from the sale and transport of electricity and gas are
recognised at the time the service is supplied or supplied, even
if they are not invoiced, and are determined by adding estimates
calculated on the basis of pre-established reading calendars.
These revenues are calculated on the basis of the provisions of
the law, of the resolutions of the Authority for electricity and
gas and the water system in force during the period, also taking
into account the pro tempore equalisation measures in force; it
should be noted that with reference to the valorisation of rev-
enues from the transport of electricity, if the admission of in-
vestments in tariffs that establishes the right to payment for the
operator is virtually certain already in the year in which they are
realized, the corresponding revenues they are ascertained on an
accrual basis regardless of how they will be financially recognized
as a result of ARERA Resolution 654/2015;

+ the revenues of the integrated water service are determined on
the basis of the Water Tariff Method (MTI-3), valid for the de-
termination of the tariffs for the years 2020-2023, approved
with Resolution no. 580/2019/R/idr (MTI-3) of 30 December
2019, Determination 1/2020-DSIS of 29 June 2020 and sub-
sequent modifications by ARERA. Based on the interpretation
of the legal nature of the tariff component, FoNI (New Invest-
ments Fund) is entered among the revenues for the year the
relative amount due to the Water Companies where expressly
recognized by the Area Authorities which establish the intended
use.

The adjustment for the so-called pass-through items is also entered
among the revenues of the year (i.e. electricity, wholesale water)
of which the aforementioned resolution provides specific details as
well as any adjustment relating to costs pertaining to the Integrated
Water System incurred for the occurrence of exceptional events
(i.e. water and environmental emergencies) if the preliminary inves-
tigation for their recognition gave positive results.

CONTRIBUTIONS

Contributions obtained for investments in plants, both by public
bodies and by private third parties, are recognised at fair value when
there is a reasonable certainty that they will be received and that
expected conditions will be met.

Water connection fees are recorded among other non-current li-
abilities and released to the income statement over the life of the
investment to which they refer, if related to an investment, and fully
recognized as income if they are related to costs incurred.
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Operating grants (granted for the purpose of providing immediate
financial assistance to the company or as compensation for ex-
penses and losses incurred in a previous year) are recognised in full
in the Income Statement when the conditions for recognition are
met.

CONSTRUCTION CONTRACTS
IN PROGRESS

Construction contracts in progress are assessed on the basis of the
contractual fees accrued with reasonable certainty, according to
the percentage of completion criterion (the so-called cost to cost),
s0 as to attribute the revenues and the economic result of the con-
tract to the individual financial years in proportion to the progress
of the works. The positive or negative difference between the value
of the contracts and the advances received is recorded respectively
in the assets or in the liabilities side of the balance sheet. Contract
revenues, in addition to contractual fees, include variants, price
revisions and recognition of incentives to the extent that they are
likely to represent actual revenues and if these can be determined
reliably. Ascertained losses are recognised regardless of the pro-
gress of orders.

EMPLOYEE BENEFITS

Benefits guaranteed to employees disbursed at the time of or after
termination of the employment relationship through defined ben-
efit and defined contribution programmes (including: severance
indemnity - TFR, extra months, tariff subsidies, as described in the
notes) or other long-term benefits are recognised in the period
during which the rights to these accrue. The valuation of the liability
is carried out by independent actuaries. These funds and benefits
are not funded.

The cost of benefits envisaged by the various plans is determined
separately for each plan using the actuarial valuation method of the
unit credit projection, making the actuarial valuations at the end of
each year.

Profits and losses deriving from the actuarial calculation are record-
ed in the statement of comprehensive income, then in a specific
Shareholders’ equity Reserve, and are not subsequently charged to
the Income Statement.

Expenses deriving from retirement incentives for employees who
took part in the “Isopensione” Plan and which meet the criteria de-
fined in the Group’s Plan were recognised in a specific Provision.
The Group takes the place of the reference national insurance in-
stitutions. In particular, the Provision was created to pay pension
instalments due to early pensioners, as well as to pay presumed
contributions during the period needed to achieve the right to the
relative social security payments through the national insurance in-
stitutions.

FINANCIAL INCOME

Income is recognised on the basis of interest accrued on the net
value of the relevant financial assets using the effective interest rate
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(rate that exactly discounts estimated future cash flows at the net
carrying amount of the asset). Interest is recorded as an increase in
the financial assets shown in the financial statements.

DIVIDENDS

These are recognised when the unconditional right of shareholders
is established to receive payment. They are classified in the income
statement under the item investment income.

COSTS RELATED TO BORROWING

Costs related to the assumption of loans directly attributable to
the acquisition, construction or production of assets that nec-
essarily require a significant period of time before being ready
for use or sale, are included in the cost of these assets, up un-
til where they are ready for use or sale. The proceeds from the
temporary liquidity investment obtained from the aforemen-
tioned loans are deducted from capitalised interest. All other
charges of this nature are recognised in the Income Statement
when they are incurred.

TAXES

Income taxes for the year represent the sum of current taxes (as
per tax consolidation) and deferred taxes.

Current taxes are based on the taxable results for the year. Taxa-
ble income differs from the results reported in the Income State-
ment because it excludes positive and negative components that
will be taxable or deductible in other financial years and also ex-
cludes items that will never be taxable or deductible. The liability
for current taxes is calculated using the rates in force or in fact
in force at the balance sheet date as well as taxation instruments
allowed by tax legislation (national tax consolidation, taxation for
transparency).

Deferred taxes are the taxes that are expected to be paid or
recovered on temporary differences between the book value of
assets and liabilities in the financial statements and the corre-
sponding tax value used in the calculation of the taxable income,
recorded according to the balance sheet liability method. De-
ferred tax liabilities are generally recognised for all taxable tem-
porary differences, while deferred tax assets are recognised to
the extent where it is probable that there will be future taxable
results that allow the use of deductible temporary differences.
These assets and liabilities are not recognized if the temporary
differences derive from goodwill or from initial recognition (not
in business combination transactions) of other assets or liabil-
ities in transactions that have no influence on the accounting
result or on the taxable result.

Deferred tax liabilities are recognized on the taxable temporary dif-
ferences relating to investments in subsidiaries, associates and joint
ventures, with the exception of cases in which the Group is able
to control the cancellation of such temporary differences and it is
probable that the latter will not they will cancel in the foreseeable
future.
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The carrying amount of deferred tax assets is revised at each bal-
ance sheet date and reduced to the extent that, based on the plans
approved by the Board of Directors of the Parent, the existence of
sufficient taxable income is not considered likely to allow all or partly
the recovery of these assets.

Deferred taxes are calculated based on the tax rate that is expected
to be in effect at the time the asset is realised or the liability is relieved.
Deferred taxes are charged directly to the Income Statement, with
the exception of those relating to items recognised directly in equity,
in which case the relevant deferred taxes are recognised in equity.

TANGIBLE ASSETS

Tangible assets are recognised at historical cost, including ancillary
costs directly attributable and necessary for putting the asset into
service for the use for which it was purchased, net of the relevant
accumulated depreciation and any accumulated impairment losses.
The cost includes the costs of the dismantling and removal of the
assets and the costs of reclamation of the site on which the tangi-
ble assets stand, if they comply with the provisions of IAS 37. The
corresponding liability is recognized in the liability item for risks and
charges. Assets composed of components of a significant amount
with a different useful life.

The costs for improvements, modernisation and transformation
that increase the value of tangible assets are recognised as assets
when it is probable that they will increase the expected future eco-
nomic benefits of the asset.

Land, whether free of construction or annexed to civil and industrial
buildings, is not depreciated as it has an unlimited useful life.
Depreciation is calculated on a straight-line basis over the estimated
useful life of the asset. Systems and equipment under construction
for production purposes or for purposes yet unknown are recorded
at cost, net of write-downs for losses in value. The cost includes any
professional fees and, where applicable, capitalised financial charg-
es. The depreciation of these assets, as for all other assets, begins
when the assets are ready for use. For some types of complex goods
for which long-lasting functional tests are required, the suitability
for use is attested by the positive passing of these tests. Profits and
losses deriving from the sale or disposal of assets are determined as
the difference between the sale revenue and the net book value of
the asset and are recorded in the Income Statement for the year.

REAL ESTATE INVESTMENTS

Real estate investments, represented by properties held for rental
and/or capital appreciation, are recorded at purchase cost including
negotiation costs net of the relevant accumulated depreciation and
any impairment losses.

Depreciation is calculated on a straight-line basis over the estimat-
ed useful life of the asset. Real estate investments are eliminated
from the financial statements when they are sold or when the in-
vestment property is permanently unusable and no future econom-
ic benefits are expected from its possible sale.

The sale of real estate which results in the leaseback of the assets
is recorded on the basis of the substantial nature of the transaction
considered as a whole. In this regard, reference is made to what has
been explained regarding Leases.

Any profit or loss deriving from the elimination of an investment
property is recorded in the Income Statement in the year in which
the elimination takes place.
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INTANGIBLE ASSETS

Intangible assets refer to assets without identifiable physical sub-
stance, controlled by the company and capable of producing future
economic benefits, as well as the goodwill purchased for consider-
ation. Intangible assets acquired separately are capitalised at cost,
while those acquired through business combinations are capitalised
at the fair value defined on the purchase date. After the first entry
into the category of intangible assets, the cost criterion applies. The
useful life of intangible assets can be qualified as definite or indef-
inite.

Goodwill and intangible assets with an indefinite useful life are
not amortised. The recoverability of their carrying value is re-
viewed at least annually and whenever events or changes in cir-
cumstances indicate that the carrying value may be reduced. In
contrast, depreciation of the useful life is calculated at constant
rates based on the estimated useful life, which is reviewed annu-
ally and any changes, where possible, are made with prospective
applications. Depreciation begins when the intangible asset is
available for use.

Gains or losses deriving from the disposal of an intangible asset are
determined as the difference between the disposal value and the
carrying amount of the asset and are recorded in the Income State-
ment at the time of disposal.

Goodwill

Goodwill deriving from business combinations (including but not
limited to, the acquisition of subsidiaries, jointly controlled en-
tities or the acquisition of business units or other extraordinary
transactions) represents the excess of the cost acquisition of
the fair value of the identifiable assets, liabilities and contingent
liabilities of the subsidiary or jointly-controlled entity at the ac-
quisition date compared to the Group’s share of the fair value.
Gooduwill is recognised as an asset and reviewed annually to verify
that it has not suffered any loss in value. If there is joint control, or
even affiliated, the goodwill of investments recognised according
to the equity method remains implicit in the value of the invest-
ment.

The losses in value are recorded immediately in the income state-
ment and are not subsequently restored.

At the acquisition date, any emerging goodwill is allocated to each
of the independent cash generating units that are expected to ben-
efit from the synergistic effects deriving from the acquisition. Any
loss in value is identified through assessments that refer to the ca-
pacity of each unit to generate cash flows to recover the part of
goodwill allocated to it. In the event that the recoverable amount by
the cash-generating unit is lower than the assigned load value, the
relative loss in value is recorded.

In the event of the sale of a subsidiary or jointly controlled en-
tity, the amount not yet amortized of the goodwill attributable
to them is included in the determination of the gain or loss on
disposal.

Concessions

This item includes the value of the concession right to the assets
consisting of water and purification plants that were transferred.
This value refers to state property belonging to the so-called “ac-
cidental state” of water and sewage treatment and is systematical -
ly amortised based on the residual duration of the concession. It
should be noted that the residual depreciation period is in line with
the average duration of the operations entrusted with a public pro-
cedure.
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Also included in this entry:

+ the net value of the goodwill deriving from the transfer of the
sewerage service effected with effect from 1 September 2002
from Roma Capitale to Acea Ato2;

» the higher cost, for the portion attributable to this item, deriv-
ing from the acquisition of the ARIA with particular reference
to SAQ, the company that manages the Orvieto landfill, now
merged into Acea Ambiente.

Infrastructure law

In line with the provisions of IFRIC 12 “Service Concession Ar-
rangements”, based on the intangible asset model the Group re-
ports the total amount of the physical infrastructure supplied for
the management of the water service, since the service concession
contract does not give the concessionaire the right to control the
use of the public service infrastructure but rather allows access to
the management of the infrastructure to provide the public service
on behalf of the grantor in accordance with the terms specified in
the contract.

In fact, the aforementioned interpretation requires the registra-
tion of a single intangible asset representing the concessionaire’s
right to charge the fee to users of the public service instead of
the takeover of the physical infrastructure for the management
of the service.

The amount also includes the capitalisation of the margin resulting
from investments.

Rights of use of intellectual property

Costs related to this item are included under intangible assets and
are amortized on the basis of a period of presumed usefulness of
three/five years.

Right of use

This item contains assets relative to application of internation-
al accounting standard IFRS16, issued in January 2016 and in
effect as of 1 January 2019, which replaced the previous stand-
ard on leasing, IAS 17 and its interpretations, identifying criteria
for recognition, measurement and presentation, as well as the
information to be provided with reference to leasing contracts.
IFRS16 marks the end of the distinction in terms of classification
and accounting treatment of operating leases (with off-balance
sheet disclosures) and finance leases (recognised in the financial
statements).

The right to use the leased asset (“Right of Use”) and the com-
mitment made result from financial data in the financial statements
(IFRS16 applies to all transactions involving a right of use, regard-
less of the contractual form, i.e. lease, rental or hire purchase). The
standard introduces the concept of control to the definition used,
in particular, to determine whether a contract is a lease. IFRS16 re-
quires a lessee to verify whether it has the right to control the use of
a given asset for a specified period of time.

There is no accounting symmetry with the lessor, which continues
to apply a separate accounting treatment depending on whether
the contract is an operating lease or a finance lease (on the basis
of current guidelines). On the basis of this new model, the lessee
shall recognise:

a. in the balance sheet, the assets and liabilities for all leases that
have a term exceeding 12 months, unless the underlying asset
has a modest value;

b. in profit or loss, depreciation of the leased assets separately from
interest on the related liabilities.
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For the first-time adoption of the principle, the transition approach
used by the Acea Group was the modified retrospective approach, and
therefore the contracts whose leases — including renewals — will end
within 12 months from the date of first application will not be included.
The Group has also used the possibility envisaged by the principle of
not accounting separately for the non-lease component of mixed con-
tracts, therefore choosing to treat these contracts as a lease.

For payable discounting purposes, the Group has used an IBR cal-
culated based on a risk-free rate with a maturity equal to the re-
sidual duration for each contract plus the credit spread assigned to
Acea SpA by Moody’s. Finally, it should be noted that there are no
significant differences between the commitments arising from lease
contracts discounted at the same rate and the value recognised in

accordance with IFRS16.

IMPAIRMENT

Goodwill and other assets with an indefinite useful life are not am-
ortised on a straight-line basis, but are tested for impairment at
least once a year by the individual Cash Generating Units (CGUs)
or groups of CGUs to which assets with an indefinite useful life can
be reasonably allocated, in accordance with Group procedures. The
Company analyses the CGUs of the Group identified using its pro-
cedure, based on the impairment procedure.

The test consists of a comparison between the carrying amount
of the asset and its estimated value in use - VIU. Given the na-
ture of the activities carried out by the Acea Group, the method of
determining the “VIU” is carried out by discounting the expected
cash flows from use and, if significant and reasonably determinable,
from disposal at the end of the useful life. However, where there is
evidence of a reliable fair value (price traded in an active market,
comparable transactions, etc.) the Group assesses the adoption of
this value for impairment testing.

Cash flows are determined on the basis of the best information
available at the time of the estimate, which can be inferred through
the combined use of the financial method and sensitivity analyses.
The determination of the “VIU” is carried out using the financial
method (Discounted Cash Flow - DCF) which considers the ability
to produce cash flows as the fundamental element for the valuation
of the entity of reference. The application of the financial meth-
od to determine the value in use of a CGU involves estimating the
present value of net operating cash flows for tax purposes.

If the recoverable amount of an asset (or of a cash-generating unit)
is estimated to be lower than the relative book value, it is reduced to
the lower recoverable value. Animpairment loss is immediately rec-
ognised in the Income Statement, unless the asset is represented
by land or buildings other than real estate investments recorded at
revalued values, in which case the loss is recognised in the respec-
tive revaluation reserve.

When an impairment no longer exists, the carrying amount of the
asset (or cash-generating unit), with the exception of goodwill, is
increased to its new estimated recoverable amount. The reversal
must not exceed the carrying amount that would have been de-
termined (net of amortisation or depreciation) had no impairment
charge been recognised for the asset in prior periods. The reversal
of an impairment charge is recognised immediately as income in the
income statement, unless the asset is carried at a revalued amount,
in which case the reversal is recognised in the revaluation reserve.
Where an impairment charge is recognised in the income state-
ment, it is included among amortisation, depreciation and impair-
ment charges.
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EMISSION ALLOWANCES, GREEN
CERTIFICATES AND WHITE
CERTIFICATES

Different accounting policies are applied by the Group to allowanc-
es or certificates held for own use in the “Industrial Portfolio”, and
those held for trading purposes in the “Trading Portfolio”.

Surplus allowances or certificates held for own use, which are in
excess of the company’s requirement in relation to the obligations
accruing at the end of the year, are accounted for at cost in other
intangible assets. Allowances or certificates assigned free of charge
are accounted for at a zero value.

Given that these are assets for instant use, they are not amortised
but are tested for impairment. The recoverable amount is the higher
of the asset’s value in use and its market value.

The burden resulting from the fulfilment of the energy efficiency
obligation is estimated on the basis of the average purchase price
for the contracts entered into, taking into account the certificates
in the portfolio at the financial statements date; a provision for li-
abilities is allocated for the negative difference between the said
burden and the contribution estimated pursuant to AEEGSI Res-
olution 13/2014/R/efr, to be paid at the time the certificates are
delivered in fulfilment of the obligation.

Allowances or certificates held for trading in the “Trading Port-
folio” are accounted for in inventories and measured at the lower
of purchase cost and estimated realisable value, based on market
trends.

Allowances or certificates assigned free of charge are accounted for
at a zero value. Market value is established on the basis of any spot
or forward sales contracts already signed at the end of the reporting
period, or otherwise on the basis of market prices.

INVENTORIES

Warehouse stock is valued as the difference between costs and
net value of earnings. Costs include direct materials and, where
applicable, direct labour, general production expenses and other
costs sustained to bring the stock to its current conditions and
location. Cost is calculated using the moving weighted average
method. The net value of earnings is estimated sales price minus
estimated costs for completion and estimated costs necessary to
execute the sale.

Devaluations of warehouse stock, according to its nature, are made
through allocation funds, written in the balance sheet reducing as-
sets entries, i.e. item by item, offsetting variations of leftover stock
in the Income Statement.

FINANCIAL INSTRUMENTS

Financial assets and liabilities refer to the moment in which the
Group became party to the instrument’s contractual provisions.

Financial assets - debt instruments

As a function of the features of the instrument and the business
model used for its management, financial assets, which represent
debt instruments, are classified in the following three categories:
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() financial assets measured at amortised cost; (i) financial assets
measured at fair value through other comprehensive income (here-
after, also OCD), (iii) financial assets measured at fair value through
profit and loss.

Initial recognition takes place at fair value. For trade receivables
without a significant financial component, the initial recognition
value is represented by the transaction price.

Subsequent to initial recognition, financial assets that generate
contractual cash flows exclusively representing capital and inter-
est payments are valued at amortised cost if held for the purpose
of collecting contractual cash flows (so-called “hold to collect”
model). According to the amortised cost method, the initial
recognition value is subsequently adjusted to take into account
capital repayments, any write-downs and the amortisation of the
difference between the repayment amount and the initial recog-
nition value.

Amortisation is based on the effective internal interest rate, which
represents the rate that makes the present value of expected cash
flows and the initial book value equal at the time of initial recogni-
tion. Receivables and other financial assets measured at amortised
cost are presented in the balance sheet net of the related provision
for bad debts.

The financial assets representing debt instruments whose busi-
ness model envisages both the possibility of collecting contractual
cash flows and the possibility of realising capital gains on disposal
(so-called “hold to collect and sell” business model) are valued at
fair value with allocation of the effects to OCI (hereinafter also
FVTOCD.

In this case, changes in the fair value of the instrument are rec-
ognised under shareholders’ equity among other components of
comprehensive income. The cumulative amount of changes in fair
value recognised in the shareholders” equity reserve that includes
the other components of the overall profit is reversed in the in-
come statement when the instrument is derecognised. Interest
income calculated using the effective interest rate, exchange rate
differences and write-downs is recognised in the income state-
ment.

A financial asset representing a debt instrument that is not valued
at amortised cost or at the FVTOCI is valued at fair value with the
effects being charged to the income statement (hereinafter FVT-
PL). This category includes financial assets held for trading purposes.
When the purchase or sale of financial assets takes place according
to a contract that envisages the settlement of the transaction and
the delivery of the asset within a specified number of days, estab-
lished by the market control bodies or by market conventions (e.g.
purchase of securities on regulated markets), the transaction is rec-
ognised on the date of settlement.

The financial assets sold are derecognised when the contrac-
tual rights associated with obtaining the cash flows associated
with the financial instrument expire or are transferred to third
parties.

Write-downs of financial assets

The assessment of the recoverability of the financial assets repre-
senting debt instruments not valued at fair value with effects on the
income statement is made on the basis of the so-called “Expected
credit loss model”.

In particular, expected losses are generally determined based on the
product of: (i) the exposure owed to the counterparty net of the
relative mitigating factors (so-called “Exposure at Default”); (iD) the
probability that the counterparty does not comply with its payment
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obligation (“Probability of Default™); (iil) the estimate in percentage
terms of the amount of credit that will not be able to be recovered
in the event of a default (“Loss Given Default”), based on past ex-
perience and possible recovery actions that can be taken (e.g. out-
of-court actions, legal disputes, etc.).

In this regard, the internal ratings already used for the assignment
have been adopted to determine the probability of default of the
counterparties. For counterparties represented by State Entities
and in particular for the National Oil Companies, the probability of
default — essentially represented by the probability of late payment
— is determined using as input the country risk premiums imple-
mented for the purposes of determining the WACC for the impair -
ment of non-financial assets.

For retail customers not having internal ratings, the assessment of
expected losses is based on a provision matrix, constructed where
appropriate by grouping the clustered receivables to which write-
down percentages apply based on the experience of previous losses,
adjusted where necessary to take account of forecast information
regarding the credit risk of the counterparty or of clusters of coun-
terparties.

Financial assets related to agreements for
services under concession

With reference to the application of IFRIC 12 to the public lighting
service concession, Acea has adopted the Financial Asset Model,
recognising a financial asset to the extent that it has an uncondi-
tional contractual right to receive cash flows. In addition, the Group
reports revenues on the contract for construction and improve-
ment services, both for the part carried out internally by the Group
and for the part of Third Parties. The margin recorded is accounted
for according to the provisions of IFRS1S5 and amortised over the
residual duration of the concession.

Cash and cash equivalents

This item includes cash and bank current accounts and deposits
repayable on demand or very short term and other highly liquid
short-term financial investments, which are readily convertible
into cash and are subject to a non-significant risk of changes in
value.

FINANCIAL LIABILITIES

Financial liabilities other than derivative instruments — including
financial payables, trade payables, other payables and other lia-
bilities — are initially recognised at the fair value less any costs
associated with the transaction. Subsequently they are recog-
nised at amortised cost using the effective interest rate for dis-
counting purposes, as illustrated in the previous point “Financial
assets”.

Financial liabilities are eliminated when they are extinguished or
when the obligation specified in the contract is fulfilled, cancelled
or expired.

Offsetting of financial assets and liabilities
Financial assets and liabilities are offset in the balance sheet when
thereis a currently exercisable legal right to offset, and the intention
is to settle the relationship on a net basis (i.e. to sell the asset and
simultaneously settle the liability).
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Derivative financial instruments and hedge
accounting

Derivative financial instruments, including implicit ones (Embed-
ded derivatives) are assets and liabilities recognised at fair value ac-
cording to the criteria specified in the point below, “Valuation at
fair value”.

As part of the risk management strategy and objectives, qualifi-
cation of transactions as hedges requires: () verification of the
existence of an economic relationship between the hedged item
and the hedging instrument that can offset the related changes in
value, and that this capacity to offset is not affected by the level
of counterparty credit risk; (ii) the definition of a hedge ratio con-
sistent with risk management objectives, within the defined risk
management strategy, where necessary making the appropriate
rebalancing actions. Changes in risk management objectives, the
absence of the conditions specified above for the classification of
transactions as hedges or the implementation of rebalancing op-
erations results in the total or partial prospective discontinuation
of the hedge.

When hedging derivatives cover the risk of changes in the fair val-
ue of the hedged instruments (fair value hedge; e.g. hedging of
the variability of the fair value of fixed rate assets/liabilities), the
derivatives are recognised at fair value with the allocation of ef-
fects in the income statement. Similarly, the hedged instruments
in the income statement reflect the changes in fair value associ-
ated with the hedged risk, regardless of the provision of a different
valuation criterion generally applicable to the type of instrument.
When derivatives hedge the risk of changes in the cash flows of
the hedged instruments (cash flow hedge; e.g. hedging of the
variability of the cash flows of assets/liabilities due to fluctuations
in interest rates or exchange rates), the changes in the fair value
of derivatives considered to be effective are initially recognised
in the shareholders’ equity reserve relating to the other compo-
nents of comprehensive income, and subsequently recognised in
the income statement consistent with the economic effects pro-
duced by the hedged transaction. In the case of hedging of future
transactions that involve the recognition of a non-financial asset
or liability, the accumulated changes in the fair value of hedging
derivatives, recognised in equity, are recognised as an adjustment
to the carrying amount of the asset./non-financial liability subject
to hedging (so-called basis adjustment).

The ineffective portion of the hedge is recorded in the income
statement item “Financial (costs)/income”. Changes in the fair val -
ue of derivatives that do not meet the conditions to be qualified
as hedges, including any ineffective components of hedging deriva-
tives, are recognised in the income statement. In particular, chang-
es in the fair value of non-hedging derivatives on interest rates and
currencies are recognised in the income statement item “Financial
(costs)/income”.

Embedded derivatives — embedded in financial assets — are not
subject to separate accounting. In these cases, the entire hybrid in-
strument is classified according to the general criteria for the clas-
sification of financial assets.

Embedded derivatives incorporate within financial liabilities and/
or non-financial assets are separated from the main contract and
recognised separately if the embedded instrument: (i) meets the
definition of a derivative; (ii) as a whole it is not valued at fair value
with the effects being charged to the income statement (FVT-
PL); (i) if the characteristics and risks of the derivative are not
strictly linked to those of the main contract. Verification of the
existence of embedded derivatives to be separated and valued
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separately is carried out when the company enters into the con-
tract, and subsequently if there are changes in the terms of the
contract that lead to significant changes in the cash flows gener-
ated by that contract.

Valuation at fair value

The fair value is the consideration that can be received for the sale
of an asset or that can be paid for the transfer of a liability in a regu-
lar transaction between market operators at the valuation date (i.e.
exit price).

The fair value of an asset or liability is determined by adopting the
valuations that market operators would use in determining the price
of the asset or liability. The fair value measurement also assumes
that the asset or liability is exchanged in the main market or, in the
absence thereof, in the most advantageous market the company
has access to.

The determination of the fair value of a non-financial asset is
made considering the ability of market operators to generate
economic benefits by using this asset in its highest and best use
or by selling it to another participant in the market able to use it,
maximising its value. The determination of the highest and best
use of the asset is made from the point of view of market opera-
tors even in the case where the company intends to use it differ-
ently. It is assumed that the company’s current use of a non-fi-
nancial asset is its highest and best use unless the market or other
factors suggest that a different use by market operators is able to
maximise its value.

The valuation of the fair value of a liability, both financial and non-fi-
nancial or of a capital instrument, takes into account the quoted
price for the transfer of an identical or similar liability or equity in-
strument. If this quoted price is not available, the valuation of the
corresponding asset held by a market operator at the valuation date
is considered. The fair value of financial instruments is determined
considering the credit risk of the counterparty of a financial asset
(so-called “Credit Valuation Adjustment” - CVA) and the risk of
default by the entity itself, with reference to a financial liability (so-
called “Debit Valuation Adjustment” - DVA). In determining fair
value, a hierarchy of criteria is defined based on the origin, type and
quality of the information used in the calculation. This classification
aims to establish a hierarchy in terms of reliability of the fair value,
giving precedence to the use of observable market parameters that
reflect the assumptions that market participants would use in the
valuation of the asset/liability. The fair value hierarchy has the fol-
lowing levels:

o level 1 inputs represented by quoted prices (unmodified) in ac-
tive markets for identical assets or liabilities that can be accessed
on the valuation date;

o level 2: inputs other than the prices included in Level 1 that are
directly or indirectly observable for the assets or liabilities to be
valued;

+ level 3: unobservable inputs for the asset or liability. In the ab-
sence of available market quotations, the fair value is determined
using valuation techniques appropriate to the individual cases
that maximise the use of relevant observable inputs, minimising
the use of unobservable inputs.

CORPORATE HIGHLIGHTS

FINANCIAL HIGHLIGHTS ORGANISATIONAL MODEL

3. CONSOLIDATED FINANCIAL STATEMENTS

PROVISIONS FOR RISKS AND
CHARGES

Provisions for risks and charges are made when the Group has to
meet a current obligation (legal or implicit) deriving from a past
event, where it is probable that an outlay of resources will be re-
quired to satisfy the obligation and a reliable estimate can be made
on the amount of the obligation.

The provisions are allocated based on the Management’s best es-
timate for the costs required to fulfil the obligation at the balance
sheet date, and if the effect is significant.

When the financial effect of time is significant and the payment
dates of the obligations can be reliably estimated, the provision is
determined by discounting the expected future cash flows at the
average rate of the company’s debt taking into account the risks as-
sociated with the obligation; the increase in the provision associated
with the passage of timeis recognised in the Income Statement un-
der the item “Financial income/(charges)”.

If the debt is related to the dismantling and/or renovation of materi-
al assets, the initial fund is reported as an offset to the asset it refers
to; its incidence on the Income Statement takes place through the
process of amortisation of the material fixed asset to which the ob-
ligation refers.

NON-CURRENT ASSETS
DESTINED FOR SALE

Non-current assets held for sale, disposal groups and discontin-
ued operations whose carrying amount will be recovered mainly
through sale rather than through continual use, are measured at
the lower of their net carrying amount and the fair value net of
costs to sell.

In particular, by disposal group is meant a set of directly related as-
sets and liabilities held for sale in the context of a single operation.
Discontinued operations consist, instead, of a significant compo-
nent of the group, such as an important autonomous business unit
or geographical area of activity or a subsidiary acquired exclusively
with a view to resale.

This condition is met only when the sale is highly probable, the as-
set (or group of assets) is available for immediate sale in its current
conditions and the Management has made a commitment to the
sale, which must take place within twelve months from the date of
classification in this item.

Assets and liabilities directly related to non-current assets held
for sale, disposal groups and discontinued operations, in line with
what is provided for in the international accounting standards, are
accounted for in two specific items of the balance sheet, that is,
assets held for sale and liabilities closely associated with assets held
for sale.

In addition, from the date on which the changed destination of
the assets has been resolved, depreciation and amortisation are no
longer calculated and the measurement of such assets is made at
the lower between historical cost, decreased by the related accu-
mulated depreciation or amortisation, and the estimated realisable
value.
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ACCOUNTING STANDARDS, AMENDMENTS,
INTERPRETATIONS AND IMPROVEMENTS
APPLIED AS OF 1 JANUARY 2021

Amendments to IFRS 4 Insurance

Contracts - Deferral of IFRS9

On 25 June 2020, the IASB published an extension of the tempo-
rary exemption on application of IFRS9, bringing the date to 1Jan-
uary 2023, offering the possibility of aligning measurement criteria
for financial instruments to the new accounting standard IFRS 17 to
measure and recognise insurance contracts.

Amendments to IFRS9, IAS 39, IFRS7
and IFRS16 - Interest Rate Benchmark
Reform - Phase 2

Issued in August 2020, these supplement the previous amend-
ments issued in 2019 (Interest Rate Benchmark Reform — Phase 1)
and address issues that could impact the financial reporting after a
reference benchmark has been reformed or replaced with an alter-
native reference rate due to the reform. The objectives of the Phase
2 amendments are to assist companies in applying the IFRSs when
changes are made to the contractual cash flows or to the hedg-
ing relationships owing to the reform of the benchmark indices for
determining the interest rates and in providing useful information
to users of the financial statements. The amendments will require
companies to provide additional information on their exposure to

the risks deriving from the Reform of Benchmarks for determining
the interest rates on the related risk management activities.

Amendments to IFRS16 Leases:

Covid-19 - Related Rent Concessions

beyond 30 June 2021

Issued on 31 March 2021, it widens a practical expedient already
issued in May 2020 (“Amendments to IFRS16 Leases Covid-19
— Related Rent Concessions”) aimed at allowing the possibility for
the lessee not to consider as amendments to the lease any con-
cessions recognised as a result of Covid-19 (e.g. suspension of rent
payments). The lessee may therefore exempt itself from revising
numerous contracts and need not redefine the respective lease
liabilities by means of a new discount rate since it can treat such
changes in a manner that does not involve a lease modification. This
expedient increases the period of admissibility for the application of
the same by 12 months from 30 June 2021 to 30 June 2022 and

will be applicable to lessees and not to lessors.

The amendments and standards mentioned did not have any signifi-
cant impact for the Acea Group on the financial statements nor did
they require particular disclosures.
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ACCOUNTING STANDARDS,
AMENDMENTS AND INTERPRETATIONS
APPLICABLE AFTER CLOSURE

OF THE YEAR AND NOT ADOPTED

IN ADVANCE BY THE GROUP

IFRS17 Insurance Contracts

On 18 May 2017, the IASB issued IFRS 17 “Insurance Contracts”
which defines the accounting of insurance contracts issued and re-
insurance contracts held. The provisions of IFRS 17 that establish
the criteria for recognition, measurement, presentation and dis-
closure of insurance contracts, supersede those currently provided
for in IFRS 4 “Insurance Contracts” and have as their objective to
guarantee to users of the financial statements to assess the effect
that these contracts have on the financial position, the results and
the cash flows of companies. The standard is to be applied for finan-

cial years that begin on 1January 2023.

Amendments to IAS 1 Presentation

of Financial Statements: Classification

of Liabilities as Current or Non-current -
Deferral of Effective Date

Issued on 23 January 2020, it provides clarifications on the clas-
sification of liabilities as current or non-current. Amendments to
IAS 1 are effective from the financial years beginning on or after 1

January 2023.
Amendments to IAS 1 and IFRS Practice

Statement 2 - Disclosure of Accounting Policies
Issued on 12 February 2021, they require companies to provide rel-
evant information about the accounting standards applied and sug-
gest to avoid or limit unnecessary information. Amendments to |AS
16 are effective from the financial years beginning 1 January 2023.

Amendments to IAS 8 Accounting policies,
Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates

Issued on 12 February 2021, they clarify, including through a num-
ber of examples, the distinction between estimate changes and
accounting standard changes. The distinction is relevant since es-
timate changes are applied prospectively to future transactions and
events, while accounting standard changes are generally applied
retroactively. The amendments are applicable from the financial
years beginning 1 January 2023. Earlier application is permitted.

Amendments to IAS 12 Income Taxes:
Deferred Tax related to Assets and Liabilities
arising from a Single Transaction

Issued on 7 May 2021, their purpose is to make uniform the
methods with which entities account for deferred taxes on op-
erations such as leasing and the dismantling costs. The main

change regards the introduction of an exception to the initial
recognition exemption (IRE) of deferred taxation for assets and
liabilities provided for in IAS 12. Specifically the exception pro-
vides for the non-applicability of the exemption of IAS 12 for
initial recognition of all operations that originate equal or off-
set temporary differences. Limiting the exemption to only in-
itial recognition, the impact will be a gradual improvement and
comparability of the information for the benefit of users of the
financial statements with reference to the fiscal impacts of leas-
ing operations and to dismantling costs. The amendments are
applicable from the financial years beginning 1 January 2023.
Early application is permitted.

Amendments to IFRS 17 Insurance con-
tracts: Initial Application of IFRS 17 and
FRS9 - Comparative Information

Issued on 9 December 2021, this makes it possible to facilitate bet-
ter comparability of the data in relation to information on financial
instruments measured according to IFRS17. The applicability of the
latter requires, on First Time Application, the activity of “restating”
the comparative data in order to guarantee the uniformity of the
financial disclosure. The standard IFRS9 instead allows but does
not require the restatement of the comparative data, precluding
however the possibility of applying the measurement criterion to
financial assets derecognised in the previous period. This option
guarantees, therefore, the possibility of eliminating temporary ac-
counting misalignments in measuring financial assets and liabilities
deriving from insurance contracts. It also contributes to improving
the usefulness of the comparative information for users of the fi-
nancial statements. The amendments are applicable from the finan-

cial years beginning 1 January 2023.

Amendment to IFRS3 Business Combinations
Issued on 14 May 2020, it updates the reference in IFRS3 to the
Conceptual Framework in the revised version, without entailing
changes to the provisions of the standard.

Amendment to IAS 16 Property,

Plant and Equipment

Issued on 14 May 2020, it does not allow deducting the amount
received from the sale of goods produced before the asset was
ready for use from the cost of the fixed asset. These sales revenues
and related costs are recognised in the income statement. Amend-
ments to IAS 16 are effective from the financial years beginning on

or after 1 January 2022.
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Amendment to |AS 37 Provisions, Contin-
gent Liabilities and Contingent Assets

Issued on 14 May 2020, it clarifies which cost items must be con-
sidered to assess whether a contract will result in a loss.

Annual Improvements 2018-2020

Issued on 14 May 2020, it includes amendments to:

+ IFRS 1 First-time Adoption of International Financial Report-
ing Standards, where a subsidiary that applies paragraph D16 of
IFRS Tis allowed to recognise cumulative conversion differences
using the amounts recognised by its parent at the date of trans-

when assessing whether to eliminate a financial liability;

IAS 41 Agriculture, where, in order to ensure consistency with
the requirements of IFRS 13, the paragraph under which entities
did not include tax cash flows in the measurement of the fair
value of a biological asset using the present value technique is
deleted;

the Illustrative Examples accompanying IFRS16 Leases, elimi-
nating lllustrative Example 13 in order to avoid confusion regard-
ing the treatment of lease incentives due to how the incentives
were illustrated in that example.

fer of the parent company;
IFRS9 Financial Instruments, which provides clarification on
which fees to include in the ten per cent test in section B3.3.6

Amendments will be applicable from the financial years beginning

1January 2022.
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Ref. Of which related Of which related
note € thousand 31/12/2021 party transactions 31/12/2020 party transactions Change
1 Revenue from sales and services 3,816,013 3,205,002 611,010
2 Other revenue and proceeds 156,032 173,900 (17,868)

Consolidated net revenue 3,972,044 101,556 3,378,902 103,822 593,142

Personnel costs 275,819 267,651 8,168
4 Costs of materials and overhead 2461198 1,986,437 474761

Consolidated operating costs 2,737,018 52,416 2,254,088 53,743 482,930
5 Net income/(expense) from

commodity risk management 330 (330)
6 Profit/(loss) from non-financial

equity investments 21,048 30,319 9,271)

EBITDA 1,256,075 49,140 1,155,463 50,079 100,612
7 Net write-downs (write-backs)

of trade receivables 86,207 79,442 6,765
8 Depreciation, amortisation and

provisions 588,768 541,042 47,726

Operating profit/(loss) 581,101 49,140 534,980 50,079 46,120
9 Financial income 11,491 7142 10,046 1910 1,445
10 Financial charges (97,388) 12 (98,064) 0 675
n Profit/(Loss) on equity

investments 7,798 14,243 (6,445)

Profit/(loss) before tax 503,002 56,293 461,205 51,989 41,796
12 Income tax 150,662 134,648 16,014

Net profit/(loss) 352,340 56,293 326,558 51,989 25,782

Net profit/(loss) from

discontinued operations

Net profit/(loss) 352,340 56,293 326,558 51,989 25,782

Profit/(loss) due to third parties 39,030 41,609 (2,579)

Net profit/(loss) attributable

to the Group 313,309 284,948 28,361
13 Earnings (loss) per share

attributable to Parent

Company's shareholders

Base 147118 1.33801 013317

Diluted 147118 1.33801 013317

Profit (loss) per share

attributable to the shareholders

of the Parent Company net of

treasury shares

Base 147406 1.34063 013343

Diluted 147406 134063 013343
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

€ thousand 31/12/2021 31/12/2020 Change
Net profit/(loss) for the period 352,340 326,558 25,782
Gains/losses from the conversion of financial statements in foreign currency 2,124 (5,983) 8,106
Provision for exchange rate difference 5,715 5,740 29
Tax on exchange rate difference (1,372) (1,378) 6
Gains/losses from exchange rate difference 4,344 4,363 19)
Effective portion of gains/(losses) on hedging instruments (“cash flow hedges”) 30,157 2,637 27,521
Tax effect of other gains/(losses) on hedging instruments (“cash flow hedges™) (8,297) (1,059 (7,238)
Profit/(loss) from the effective portion on hedging instruments, net of tax 21,861 1,578 20,283
Actuarial profit/(loss) on staff benefits included in the Shareholders’ Equity 4,666 (4,920) 9,586
Tax effect on the other actuarial profit/(loss) on staff benefits (1,358) 1,416 2,774)
Actuarial profit/(loss) on defined benefit pension plans, net of tax 3,309 (3,504) 6,812
Total of the comprehensive income components, net of tax 31,637 (3,546) 35,182
Total comprehensive profit/(loss) 383,976 323,012 60,964

Total comprehensive income (loss) attributable to:
Group 342,865 282446 60,419
Third parties 4 40,566 545
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Ref. ASSETS Of which related Of which related
note € thousand 31/12/2021 party transactions 31/12/2020 party transactions Change
14 Fixed assets 2,938,530 2,786,645 151,885
15 Real estate investments 2,314 2,372 (58)
16 Gooduwill 251477 223,713 27,765
17 Concessions and rights

on infrastructure 3,048,190 2,835,766 212,424
18 Intangible fixed assets 411,607 313,232 98,375
19 Copyright 53,096 73,660 (20,565)
20 Equity investments in

unconsolidated subsidiaries

and associates 292,239 276,362 15,877
21 Other equity investments 2,980 3,500 (120)
22 Deferred tax assets 202,606 235,012 (32,407)
23 Financial assets 22,549 8,319 38,781 21,156 (16,233)
24 Other assets 576,065 522,360 53,706

NON-CURRENT ASSETS 7,801,652 8,319 7,311,004 21,156 490,648
254 Inventories 86,406 91,973 (5,567)
25b  Trade receivables 1,071,644 51,601 981,509 72,080 90,135
25.¢ Other current assets 387,813 257442 130,370
25.d Current tax assets 24183 9,618 14,565
25 Current financial assets 407,944 13,981 379,859 143,097 28,085
25.f Cash and cash equivalents 680,820 642,209 38,611
25 CURRENT ASSETS 2,658,809 165,582 2,362,610 215,177 296,199
26 Non-current assets destined

for sale 168,425 0 168,425

TOTAL ASSETS 10,628,886 173,901 9,673,614 236,333 955,272
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Ref. LIABILITIES Of which related Of which related
note € thousand 31/12/2021 party transactions 31/12/2020 party transactions Change

Shareholders' Equity

Share capital 1,098,899 1,098,899 0

Legal reserve 138,649 129,761 8,888

Other reserves (123,433) (224,509) 101,077

Retained earnings/(losses) 696,547 675,731 20,816

Profit (loss) for the year 313,309 284,948 28,361

Total shareholders’ equity

for the Group 2,123,971 1,964,829 159,142

Third parties Shareholders’

Equity 392,449 358,429 34,020
27 Total shareholders’ equity 2,516,420 2,323,258 193,162
28 Staff termination benefits

and other defined benefit plans 120,150 122,047 (1,897)
29 Provision for liabilities and

charges 193,318 156,951 36,368
30 Borrowings and financial

liabilities 4791979 4154251 637,729
31 Other non-current liabilities 409,064 405,799 3,265

NON-CURRENT

LIABILITIES 5,514,512 4,839,048 675,464
32a Borrowings 285,222 120,137 419,822 133,714 (134,601
32b Payables to suppliers 1,706,363 51,965 1,627119 77,230 79,244
32.c Tax payables 18,962 40,217 (21,255)
32d Other current liabilities 540,005 424150 115,856
32.e CURRENT LIABILITIES 2,550,553 172,102 2,511,308 210,944 39,245
33 Liabilities closely associated with

assets held for sale 47402 0 47402

TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY 10,628,886 172,102 9,673,614 210,944 955,272
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CONSOLIDATED CASH FLOW STATEMENT

Ref.
note € thousand 31/12/2021 Related parties 31/12/2020 Related parties Change

Cash flow from operating

activities

Profit before tax 503,002 461,205 41,796
8 Depreciation/amortisation

and impairment losses 546,626 498,257 48,369
7-8 Revaluations/Impairment

charges 57,360 34,879 22,481
29 Increase/(decrease) in provisions

for liabilities (3,706) 3,362 (7,067)
28 Net change in the provision

for employee benefits (7,004) 18,737 (25,740)

Net financial interest 85,897 88,018 (2,121
12 Income taxes paid 8o 119,424) (60,693)

Cash flow generated by

operating activities before

changes in working capital 1,002,058 0 985,034 0 17,024
25 Increase/Decrease in receivables

included in current assets (184,891 (20,479) 21976 27,718 (206,866)
32 Increase/Decrease in payables

included in the working capital 90,810 25,265 30,699 (34,089) 60,11
25 Increase/Decrease in inventories 7,209 (28,367) 35,576

Change in working capital (86,872) 4,785 24,308 (6,371) (111,179)

Change in other assets/liabilities

during the period (158,925) (182,600) 23,675

Cash flow from operations of

disposal groups/assets held for

sale 3,259 0 3,259

Total cash flow from operating

activities 759,521 4,785 826,742 (6,371) (67,221)

Cash flow from investment

activities

Purchase/sale of tangible fixed

assets (626,507) (572,313) (54,195)

Purchase/sale of intangible fixed

assets (354,759) (334,656) (20,103)
20-21  Equity investments (90,048) (103,792) 13,743

Collections/payments deriving

from other financial investments 1,340 (41953) (68,463) (16,142) 69,802

Dividends received 7423 7423 29,848 29,848 (22.425)

Interest income received 14,51 14,990 479

Cash flow from investments
of disposal groups/assets held
for sale (3,189) 0 (3,189)

Total cash flow from investment

activities (1,051,231) (34,531) (1,034,385) 13,706 (16,846)
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Ref.
note € thousand 31/12/2021 Related parties 31/12/2020 Related parties Change
Cash flow from financing
activities
30 Repayment of mortgages and
medium/long-term borrowings (233,995) (487,747) 253,752
30 Provision of mortgages/other
medium/long-term loans 902,500 604900 297,600
30-32 Decrease/Increase in other
financial debts (146,968) 13,577 58,832 54,098 (205,800)
Interest expense paid (100,752) (102,158) 1406
Dividends paid (96,743) (96,743) (93,212) (93,212) (3,53N
Cash flow from loans of disposal
groups/assets held for sale 0 0 0
Total cash flow from financing
activities 324,042 (83,166) (19,384) (39,114) 343,426
Cash flow for the period 32,332 (112,911) (227,028) (31,779) 259,360
Net opening balance of cash
and cash equivalents 642,209 835,693 (193,484)
Cash availability from acquisition 18,652 33,544 (14,891
Net closing balance of cash
and cash equivalents 693,193 642,209 50,984
Cash and cash equivalents at the
end of the year disposal groups/
assets held for sale 12,374 0 12,374
Cash and cash equivalents
at the end of the year
continuing operations 680,820 642,209 38,611
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OF CHANGES IN SHAREHOLDERS’ EQUITY

Third parties Total
Profit Shareholders’ Shareholders’
€ thousand Share capital Legal reserve  Other reserves for the period Total Equity Equity
Balance at 1 January 2021 1,098,899 129,761 453,724 282,446 1,964,829 358,429 2,323,258
Income statement profit 0 0 0 313,309 313,309 39,030 352,340
Other comprehensive
income (loss) 0 0 0 29,556 29,556 2,081 31,637
Total comprehensive
income (loss) 0 0 0 342,865 342,865 41,1 383,976
Allocation of result for
2020 8,388 273,558 (282,446) 0 0 0
Distribution of dividends 0 (170,038) 0 (170,038) (13,606) (183,645)
Change in consolidation
scope 0 0 0 0 (9,026) (9,026)
Other changes (13,685) (13,685) 15,541 1,856
Balance as at
31 December 2021 1,098,899 138,649 543,559 342,865 2,123,971 392,449 2,516,420
Third parties Total
Profit Shareholders’ Shareholders’
€ thousand Share capital Legal reserve  Other reserves for the period Total Equity Equity
Balance at 1 January 2020 1,098,899 119,336 363,605 272,932 1,854,772 251,938 2,106,710
Income statement profit 0 0 0 284,948 284948 41,609 326,558
Other comprehensive
income (loss) 0 0 0 (2,502) (2,502) (1,044) (3,546)
Total comprehensive
income (loss) 0 0 282,446 282,446 40,566 323,012
Allocation of result for 2019 10,424 262,507 (272932) 0 0 0
Distribution of dividends 0 (165,788) 0 (165,788) 12,4M (177,929)
Change in consolidation
scope 0 0 78,093 78,093
Other changes 6,601 6,601 @7 (6,628)
Balance as at
31 December 2020 1,098,899 129,761 453,724 282,446 1,964,829 358,429 2,323,258
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CONSOLIDATED NET REVENUE
As at 31 December 2021 these amounted to € 3,972,044 thou-
sand (€ 3,378,902 thousand at 31 December 2020), recording
an increase of € 593,142 thousand compared to the previous year:
€ thousand 31/12/2021 31/12/2020 Change % change
Revenue from sales and services 3,816,013 3,205,002 611,010 191%
Other revenue and proceeds 156,032 173,900 (17,868) (10.3%)
Consolidated net revenue 3,972,044 3,378,902 593,142 17.6%

1. Revenue from sales and services —

€ 3,816,013 thousand

This item registered a total increase of € 611,010 thousand
(+19.1%) compared to the previous financial year which closed

with € 3,205,002 thousand. The composition of the item is

shown below.

€ thousand 31/12/2021 31/12/2020 Change % change
Revenue from electricity sales and services 2,144,449 1,703,184 441266 259%
Revenue from gas sales 151,247 107,285 43962 41.0%
Revenue from electricity incentives 23,130 20,739 2,391 1.5%
Revenue from the Integrated Water Service 1,127,987 1,061,682 66,304 6.2%
Revenue from overseas water services 75,692 62,225 13,467 21.6%
Revenue from waste disposal and landfill operations 142,383 123,785 18,599 15.0%
Revenue from customer services 19410 100,507 18,903 18.8%
Connection fees 25,410 25,547 (137 (0,5%)
Revenues from sustainable development 6,303 48 6,255 n.s.
Revenue from sales and services 3,816,866 3,205,002 611,010 19.1%
Revenue from electricity sales and services

These amounted to € 2,144,449 thousand and are represented as

follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Electricity and heat generation 7464 7,574 mo) (39.3%)
Electricity sales 1,526,947 1,075,935 451,012 419%
Transport and metering of energy 602,149 610,286 (8137 (1.3%)
Sale of energy from waste-to-energy and Biogas 1,581 2,614 (1,033) (39.5%)
Energy from photovoltaic plants 1,054 1,936 (881 (45.5%)
Co-generation 5,255 4,839 416 n.s.
Revenue from electricity sales and services 2,144,449 1,703,184 441,266 25.9%

The main change regards sales of electricity (+€ 451,012 thousand)
as a result, mainly, of the increase in revenue deriving from the sale
of energy on the free market (+€ 320,044 thousand), of the en-
ergy management activity (+€ 88,833 thousand), of the increase

in gas revenue (+€ 44,186 thousand) and of the increase in revenue
deriving from the Gradual Protection market (+€ 30,555 thou-
sand), partially offset by a decrease in revenue deriving from sales
on the protected market (-€ 14,427 thousand). The increases de-
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rive mainly from higher unit prices and in part from higher quantities
on the Free Market.

In fact, while sales of electricity in the Greater Protection Service
recorded a reduction confirming the trend of the last few years (to-
tal sales of 1,694 GWh, down by 14.3% on an annual basis compared
to the previous year), sales of electricity on the Free Market showed
an increase of 29.9% compared to the previous year (total sales of

6,562 GWh).

Revenue from gas sales

These amounted to € 151,247 thousand and recorded an increase
of € 43,962 thousand compared to 31 December 2020 as a result
of the improvement in the Retail sector, due to an increase in cus-
tomers and unit margins; the Business sector instead moved slightly
in the opposite direction showing a slight reduction in the customer
base compared to the previous year.

Revenue from electricity incentives
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These revenues amounted to € 23,130 thousand and showed an
increase of € 2,391 thousand compared to the previous year. The
item includes revenues from green certificates of: 1) Acea Produz-
ione (€ 17,747 thousand) accrued in relation to the energy pro-
duced by incentivised plants and shows an increase compared to
the previous year of € 1,104 thousand; i) Acea Ambiente (€ 5,067
thousand) from revenue for green certificates deriving from an in-
centive system for renewable sources of the WTE plant in Terni.

Revenue from the Integrated Water Service

As mentioned in the section of the Report on Operations to which
reference should be made for more detailed explanations, revenue
from the Integrated Water Service is almost exclusively generated
by the companies managing the service in Lazio and Campania. Said
revenue amounts in total to € 1,127,987 thousand and shows an
increase of € 66,304 thousand (+6.2%) compared to the previous
year (€ 1,061,682 thousand). The table below provides the break-
down of the item by company:

€ thousand 31/12/2021 31/12/2020 Change % change
Acea Ato2 672,235 649,963 22,273 34%
Acea AtoS 77,81 75,294 2,517 3.3%
Acea Molise 5467 5,281 187 3.5%
Gesesa 12,925 13,388 (464) (3.5%)
GORI 208,424 201,236 7,188 3.6%
AdF m,804 1M,995 (D) (0.2%)
Servizi ldrici Integrati 39,320 4,526 34,794 n.s.
Revenue from the Integrated Water Service 1,127,987 1,061,682 66,304 6.2%

The increase was due mainly to the change of scope in relation to
the full consolidation of Sl (+€ 34,794 thousand), while the re-
maining change is attributable mostly to Acea Ato2 (+€ 22,273
thousand) and GORI (+€ 7,188 thousand).

The quantification of the revenues deriving from management of
the integrated water service is the consequence of the application
of the new water tariff method (MTI-3), as approved by the Au-
thority (ARERA) with resolution no. 580/2019/R/idr of 27 De-
cember 2019. With reference to Acea Ato2 we must specify that
the recognition of revenue is in keeping with the 2020-2021 tariff
arrangement approved by the Mayors” Conference of the OTA 2 in
27 November 2020 and by ARERA on 11 May 2021.

Revenue from Overseas Water Services
These revenues are equal to € 75,692 thousand and show an
increase of € 13,467 thousand compared to the previous year

(€ 62,225 thousand as at 31 December 2020). The change de-
rives from the increase recorded by Consorcio Acea (+€ 6,632
thousand) and by Consorcio Acea Lima Norte (+€ 11,346 thou-
sand) due to the start of the three-year contracts for manage-
ment of the drinking water pumping stations in Lima and for the
maintenance of the water and sewer network in the Lima North
zone; these increases were in part offset by the reduction record-
ed by Acea Pert (-€ 6,036 thousand) because in the first half of
2020 the Company, following the emergency situation affecting
the territory managed, had to manage extraordinary maintenance
in the Lima North zone.

Revenue from waste disposal and landfill operations
This amounted to € 142,383 thousand and increased by € 18,599
thousand compared to the previous year (€ 123,785 thousand); the

item can be represented as follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Revenue from waste disposal and transport 9,697 47782 4915 102.79%
Revenue from selection and processing 26,160 19,908 6,252 31.40%
Revenue from landfill management and transport 37,833 33,220 4613 13.89%
Revenue from sludge recovery 18,084 16,161 1924 11.90%
Revenue from conferment of biomasses 50,608 49,714 894 1.80%
Revenue from waste disposal and landfill operations 142,383 123,785 18,599 15.03%

The increase is due mainly to the change in the scope (+€ 16,327
thousand) following the consolidation of the Cavallari/Ferro-

cart Group (+€ 10,762 thousand), Deco and Ecologica Sangro

(+€ 3,372 thousand) and Meg (+€ 2,193 thousand). The remaining
increase is attributable to Acea Ambiente for € 5,740 owing mainly
to the price effect.
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These amounted to € 119,410 thousand (€ 100,507 thousand at
31 December 2020) and increased by € 18,903 thousand. The

changes can be represented as follows:
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€ thousand 31/12/2021 31/12/2020 Change % change
Public Lighting - Rome 32,368 33,666 (1,298) (3.9%)
Work for third parties 62,074 54,517 7,557 13.9%
Intercompany services 2,657 4,807 (2,150) 44.7%)
Photovoltaic 143 202 (59 (29.1%)
GIP revenue 6,251 6,258 @) (0.1%)
Change in inventories 15,917 1,058 14,859 n.s.
Revenue from customer services 119,410 100,507 18,903 18.8%

The increase recorded in the item inventories and in the item work
for third parties is due mainly to the change in the consolidation
scope, with particular reference to SIMAM (€ 11,256 thousand
and +€ 8,764 thousand). These increases were only in part off-
set by lower revenue made in relation to the public lighting service
(-€ 1,298 thousand) as a result of faults and the lack of authorisa-
tions for new constructions which had a negative effect on revenue
compared to the previous year.

Connection fees

These amounted to € 25,410 thousand, recording a slight decrease
of € 137 thousand compared to 31 December 2020. The item

includes revenue for capital grants of Acea Ato2 and revenue for
connection contributions of areti.

Revenues from sustainable development

These amounted to € 6,303 thousand and relate mainly to revenue
of Acea Innovation in relation to several E-efficiency projects; in
the previous year the Company was not operational.

2. Other revenues and income -

€ 156,032 thousand

This item decreased by € 17,868 thousand (10.3%) compared to 31
December 2020, when the figure was € 173,900 thousand. The
following table supplies the breakdown of said entry:

€ thousand 31/12/2021 31/12/2020 Change % change
Contributions from entities for Energy Efficiency Certificates 14,007 20,907 (6,900) (33.0%)
Non-recurring gains 51,849 81,985 (30,135) (36.8%)
Other revenues 22957 16,932 6,025 35.6%
Refunds for damages, penalties, collateral 10,636 5416 5,221 96.4%
Feed-in tariff 17,751 17,229 522 3.0%
Regional grants 13,310 8,865 4445 50.1%
Income from end users 212 604 (391 (64.8%)
Seconded personnel 558 407 150 36.9%
Real estate income 1,625 2,005 (379) (189%)
IFRIC12 margin 18,609 17,422 1,187 6.8%
Gains on asset disposals 269 172 97 56.5%
Recharged cost for company officers 707 674 33 49%
Premiums for continuity of service 464 0 464 n.s.
Revenue for disconnections and connections 3,077 1,284 1,793 139.6%
Other revenue and proceeds 156,032 173,900 (17,868) (10.3%)

The reduction is attributable to the following opposite effects:

o lower contingent assets recorded by Acea Ato2 for € 28,772
thousand mainly for revenue recognised in financial year 2020
for tariff components related to 2018 and 2019 recognised, on
preparing the 2020-2021 tariffs, at a higher amount than what
was recorded in the respective financial statements or which
were introduced ex novo by Resolution 580/2019 which regu-
lated MTI-3, regarding in particular the additional component of
the cost of sewage sludge disposal and transport;

o the increase in other revenue recorded by Acea Energia
(+€ 1,808 thousand) owing mainly to an increase in the incre-
ments of claims for CMOR indemnities in the Free Market;

« higher revenue of areti for bonuses related to actions to in-
crease the resilience of the electricity distribution service
(+€ 2,186 thousand), bonuses for service continuity (+€ 454
thousand), proceeds from the sale of equipment and materials
(+€ 466 thousand), revenues from various claims and EEC
sales (+€ 1130 thousand);

« higher revenue for capital grants deriving from the consolidation
of SII (+€ 1,966 thousand) and from the increase recorded by
Acea Ato2 (+€ 1,190 thousand) mainly for the portion related to
the years 2018-2020, of the contribution aimed at countering
the drinking water supply crisis in the territory of the Lazio Re-
gion paid to the Company during 2021.

BUSINESS MODEL
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At 31 December 2021 operating costs amounted to € 2,737,018 ing an increase of € 482,930 thousand (+21.4 % compared to the
thousand (€ 2,254,088 thousand at 31 December 2020), record- previous year). The breakdown is as follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Personnel costs 275,819 267,651 8,168 31%
Costs of materials and overhead 2461198 1,986,437 474761 23.9%
Consolidated operating costs 2,737,018 2,254,088 482,930 21.4%
3. Personnel costs — € 275,819 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Personnel costs including capitalised costs 469,102 431,688 37414 87%
Costs capitalised (193,282) (164,037) (29,245) 17.8%
Personnel costs 275,819 267,651 8,168 3.1%
Personnel costs increased by € 8,168 thousand while net of the the greater commitment required by the management of the ser-
change in scope (+€ 16,534 thousand mainly due to foreign com- vice and the need to renew corporate assets.

panies) they decreased by € 8,366 thousand also as a consequence The following tables show the average and actual number of staff

of higher capitalised costs (+€ 29,245 thousand). This increase by operating segment compared to the same period of the previous

stems mainly from the efficiency of company processes to meet year.

Average number of employees

31/12/2021 31/12/2020 Change % change
Environment Business 615 619 3 (0.5%)
Commercial and Trading Business 427 373 54 14.4%
Overseas Business 2,238 987 1,251 126.8%
Water Business 3,475 3,292 183 5.5%
Energy Infrastructure Business 1,275 1,269 6 0.5%
Generation Business 88 84 4 5.0%
Engineering and Services Business 44 373 68 181%
Corporate Business 704 700 5 0.6%
Total 9,263 7,697 1,567 20.4%
End-of-period composition

31/12/2021 31/12/2020 Change % change
Environment Business 746 577 169 29.3%
Commercial and Trading Business 430 425 5 12%
Overseas Business 2,188 734 1454 198.1%
Water Business 3,484 3,424 60 1.8%
Energy Infrastructure Business 1,264 1,280 (16) (1.3%)
Generation Business 89 87 2 2.3%
Engineering and Services Business 444 423 21 5.0%
Corporate Business 703 700 3 04%
Total 9,348 7,650 1,698 22.2%
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4. Costs of materials and overheads -
€ 2,461,198 thousand.
This item shows an overall increase of € 474,761 thousand com-
pared to 31 December 2020.
€ thousand 31/12/2021 31/12/2020 Change % change
Electricity, gas and fuel 1,741,401 1,350,634 390,766 289%
Materials 91,690 75,316 16,374 2.7%
Services and contract work 437,215 378,803 58,412 15.4%
Concession fees 67,0065 64,399 2,666 4%
Cost of leased assets 26,424 24,321 2103 8.6%
Other operating costs 97,403 92,963 4440 48%
Costs of materials and overhead 2,461,198 1,986,437 474,761 23.9%
Electricity, gas and fuel
€ thousand 31/12/2021 31/12/2020 Change % change
Electricity and gas purchases and transportation 1,723,784 1,328,630 395,154 29.7%
White certificates 9,291 16,618 (7,327) 441%)
Green certificates and CO: rights 8,326 5,387 2939 54.6%
Electricity, gas and fuel costs 1,741,401 1,350,634 390,766 28.9%

The increase is mainly attributable to Acea Energia and is associat-
ed with higher costs for the purchase of energy on the free mar-
ket (+€ 302,291 thousand), on the Gradual Protection market
(+€ 29,280 thousand) and of the purchase costs on the energy man-
agement market (+€ 91,062 thousand); this change was offset in part
by a decrease in costs for purchasing electricity on the protected mar-

ket (-€ 11,585 thousand) in keeping with the trend in revenue.

Materials

The cost of materials amounted to € 91,690 thousand and repre-
sents the cost of materials used net of capital expenditure, as shown
in the table below.

€ thousand 31/12/2021 31/12/2020 Change % change
Purchase of materials 149,842 157,584 (7,742) (49%)
Change in inventories 19,822 (21156) 40,977 (193.7%)
Change in inventories 169,663 136,428 33,235 24.4%
Costs capitalised (77974) 61,112) (16,861 27.6%
Materials 91,690 75,316 16,374 21.7%

Purchases of materials net of inventories and capitalised costs re-
corded an increase of € 16,374 thousand affected mostly by the
change in the consolidation scope in particular regarding SIMAM

(+€ 10,521 thousand) and Consorcio Acea Lima Norte (+€ 2,487
thousand).
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Services and contract work

These amounted to € 437,215 thousand and increased by a total
of € 58,412 thousand (the figure was € 378,803 thousand at 31
December 2020). They can be represented as follows:
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€ thousands 31/12/2021 31/12/2020 Change % change
Technical and administrative services (including consulting

and collaborations) 63,441 60,890 2,552 42%
Contract work 79,594 67,001 12,592 18.8%
Disposal and transport of sludge, slag, ash and waste 75,666 66,935 8,732 13.0%
Other services 67,272 53,154 14,118 26.6%
Personnel services 21948 18,089 3,859 21.3%
Insurance costs 13,104 12,027 1,077 9.0%
Electricity, water and gas consumption 30,458 23,41 7,047 30.1%
Internal use of electricity 6,917 6,950 (33 (0.5%)
Intragroup services and otherwise 19,788 14,607 5181 35.5%
Telephone and data transmission costs 6,090 5,985 105 1.8%
Postal expenses 3,242 3,398 (156) (4.6%)
Maintenance fees 14,306 17,251 (2,945) (17.1%)
Cleaning, transport and porterage costs 7,195 6,565 630 9.6%
Advertising and sponsorship costs 15,152 11,220 3932 35.0%
Corporate bodies 3910 3,526 384 10.9%
Meter readings 4270 3,751 519 13.8%
Bank charges 3,202 2,896 306 10.6%
Travel and accommodation expenses 1,356 889 467 52.5%
Seconded personnel 35 42 @] (17.3%)
Printing expenses 270 216 54 25.0%
Costs for services 437,215 378,803 58,412 15.4%

The increase is attributable to the change in scope which account-
ed for € 31,717 thousand of it. The higher costs recorded deriving
from Energy Efficiency (+€ 7,298 thousand) also contributed to
the increase in line with what was recognised in revenue, as did costs
for sponsorships (+€ 3,932 thousand) mainly due to the start of
two new important “Green” and “E-mobility” communication cam-
paigns, and to the management of the development of new social

channels and of the customer loyalty programme.

Concession fees

Concession fees totalled € 67,065 thousand (+€ 2,666 thousand
compared to 31 December 2020) and referred to companies that
manage Area Authorities under concession in Lazio and Campania.

The table below shows the breakdown by Company:

€ thousand 31/12/2021 31/12/2020 Change % change
Acea Ato2 49,957 49,805 152 0.3%
Acea AtoS 3,496 3,551 (55) (1.6%)
GORI 2,439 2,408 31 1.3%
Gesesa 380 380 0 n.s.
AdF 4,831 4381 19 04%
Servizi Idrici Integrati 2,636 331 2,305 n.s.
AdistribuzioneGas 2,787 2,714 73 27%
Notaresco Gas 93 30 64 n.s.
Other 447 369 79 21.3%
Concession fees 67,065 64,399 2,666 4%

The increase refers mainly to the change deriving from the consol-
idation of SII (€ 2,305 thousand). For other information regarding

the concessions, reference should be made to the information in
the specific section entitled “Service concession report”.
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Cost of leased assets

The item amounted to € 26,424 thousand and increased by
€ 2,103 thousand compared to the previous year (the figure was
€ 24,321 thousand at 31 December 2020); the increase is attrib-
utable mainly to the higher costs owing to the effects deriving from
the agreements related to Cloud Licences, Software-as-a-Service,
of the new CRM, which are no longer allocated among fixed assets
but instead recognised among external costs, in accordance with
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the interpretation of the IFRS Interpretations Committee.
We can note that, in line with IFRS16, this item contains costs relat-
ing to short-term leases and leases of modest value.

Other operating costs

These amounted to € 97,403 thousand at 31 December 2021, an
increase of € 4,440 thousand. The table below provides details of
this item by type:

€ thousand 31/12/2021 31/12/2020 Change % change
Taxes and duties 13,350 13,270 80 0.6%
Damages and outlays for legal disputes 8,233 10,021 (1,788) (17.8%)
Contributions paid and membership fees 5,586 5,547 40 0.7%
Losses on receivables 7 344 Q72 (79.3%)
General expenses 20,671 11,210 9,461 84.4%
Contingent liabilities 49,492 52,571 (3,079) (5.9%)
Other operating costs 97,403 92,963 4,440 4.8%

The increase is mainly linked to general expenses (+€ 9,461 thou-
sand), of which € 4,257 thousand attributable to Acea Ato2 and
deriving from the supplementary water bonus in favour of so-called
weak users that are in disadvantaged socio-economic conditions, as
decided by the Mayors’ Conference, € 1,513 thousand attributable
to areti mainly for costs not recognised in previous years and for
€ 1,013 thousand for the write-down of the Demap storage shed
following the fire that broke out on 12 December 2021,

5. Net Revenue / (Costs) from commodity
risk management -€ 0 thousand

At 31 December 2021 the Group has no derivatives entered into
to hedge trading transactions, while at 31 December 2020 the net
balance was € 330 thousand and regarded entirely Acea Energia.

6. Income/(Expenses) from equity invest-
ments of a non-financial nature -€ 21,048
thousand

This item represents the consolidated result according to the equity
method that is included among the EBITDA components of com-
panies previously consolidated using the proportionate method. The
breakdown of this item is detailed below:

€ thousand 31/12/2021 31/12/2020 Change % change
EBITDA 123,613 126,960 (3,347) (2.6%)
Amortisation, depreciation, impairment and provisions (91,916) (81,649) (10,267) 12.6%
Financial operations (2,472) (3,292) 820 (24.9%)
Total profit/(loss) on equity investments 1 D 5 (132.3%)
Taxes 8177 (11,695) 3,518 (30.1%)
Income from equity investments of a non-financial nature 21,048 30,319 (9,271) (30.6%)

The Gross Operating Margin ( or EBITDA) of these companies
decreased by € 9,271 thousand owing mainly to the reduction re-
corded by Publiacqua and by the Acque Group deriving from higher

depreciation and amortisation also in consideration of the approach
of the expiry of the concession. The companies’ assessments are
detailed below.

€ thousand 31/12/2021 31/12/2020 Change % change
Publiacqua 4,734 10,589 (5,855) (55.3%)
Gruppo Acque 9,422 12,580 (3,158) (251%)
Umbra Acque 1,593 2,240 (646) (28.9%)
Nuove Acque and Intesa Aretina 740 762 22) (2.8%)
Geal 206 810 (604) (74.6%)
Ingegnerie Toscane 3432 2438 994 40.8%
Ecomed in liquidation (D) @) 6) 84.3%
Servizi ldrici Integrati 0 602 (602) (100.0%)
Belaria/Mithra 664 ()] 672 n.s.
Energy 27N 315 (44 (13.9%)
Total 21,048 30,319 (9,271) (30.6%)
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7. Net write-downs (write-backs) of trade
receivables — € 86,207 thousand

This item recorded an increase of € 6,765 thousand compared to
31 December 2020 attributable mainly to Acea Ato2 (+€ 3,684
thousand), Acea Ato5 (+€ 3,395 thousand) and GORI (+€ 3,015
thousand), offset in part by AdF (-€ 1,581 thousand) and Aguas de
San Pedro (-€ 1,216 thousand).
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8. De§reciation, amortisation and provisions

- € 588,768 thousand

Compared to 31 December 2020, there was an increase of

€ 47,726 thousand.

The details are illustrated below:

€ thousand 31/12/2021 31/12/2020 Change % change
Depreciation and amortisation 546,626 498,257 48,369 9.7%
Provisions 42142 42785 643) (1.5%)
Depreciation, amortisation and provisions 588,768 541,042 47,726 8.8%
Amortisation/depreciation of intangible and tangible

assets and impairment

The € 48,369 thousand increase in depreciation, amortisation and

impairment breaks down as follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Depreciation 162,090 157,778 4312 2.7%
Amortisation 380,567 336,446 44121 131%
Impairment losses 3968 4,032 64) (1.6%)
Depreciation and amortisation 546,626 498,257 48,369 9.7%

The increase is accounted for by the change in scope for € 19,452
thousand, while the remaining increase derives mainly from invest-
ments in the period in all areas of business, with particular reference
to Acea Ato2 (+€ 20,962 million) and the Corporate (+€ 7,202
thousand). We can note instead the reduction in depreciation and
amortisation recorded by Acea Ambiente (-€ 5,518 thousand) as a
result of the write-downs made in 2020.

We must specify that the item related to intangible amortisation
also includes the effect deriving from the application of IFRS16,
which at 31 December 2020 amounted to € 28,289 thousand
(+€ 22,514 thousand); this increase was mitigated by the reduc-
tion of amortisation on Licences (-€ 10,259 thousand) main-
ly for software in the cloud which is no longer allocated among

fixed assets but instead recognised among external costs, in
accordance with the interpretation of the IFRS Interpretations
Committee.

The impairment losses refer to the write-down made by Acea Ato2
in relation to decommissioned meters (€ 1,734 thousand) and to
the assessment done on the presence of indicators of lasting im-
pairment with reference to property, plant and equipment for which

the execution phase has not yet begun (€ 1,576 thousand).

Provisions
As of 31 December 2021, net sums released due to surplus, appro-

priation reserves total € 42,142 thousand and are divided by type:

€ thousand 31/12/2021 31/12/2020 Change % change
Legal 4,216 2,812 1,403 49.9%
Taxes 195 554 (359 (64.8%)
Regulatory risks 5,326 5,546 221 (4.0%)
Contributory risks 11 22 (10) (47.9%)
Procurement and supplies 518 1,948 (1,430) (73.4%)
Insurance deductibles 2,498 2,829 (332) (11.7%)
Other risks and charges 7,299 6,199 1,100 177%
Total provisions for risks 20,063 19,912 151 0.8%
Early retirements and redundancies 21735 27997 (6,262) (22.4%)
Post mortem 140) 29 (169) n.s.
Charges towards others 5,400 1,772 3,628 n.s.
Total provisions 47,058 49,710 (2,652) (5.3%)
Release of provisions (4,916) (6,925) 2,009 (29.0%)
Total 42,142 42,785 (643) (1.5%)
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€ thousand 31/12/2021 31/12/2020 Change % change
Interest on financial receivables 173 352 79 (50.9%)
Bank interest income 62 97 (39 (35.8%)
Interest on trade receivables 8,81 3,836 4975 129.7%
Interest on other receivables 945 1,075 (130) (12.1%)
Financial income from discounting to present value 324 5426 (5,01 (94.0%)
Financial income from measurement of fair value hedges 790 (939) 1,729 (184.1%)
Other income 386 200 186 929%
Financial income 1,491 10,046 1,445 14.4%

Financial income, of € 11,491 thousand, recorded an increase
of € 1,445 million compared to the previous year, owing main-
ly to the change in fair value of the derivatives hedging AdF’s
loan agreement (+€ 1,722 million); we can also note the increase
owing to the effects of invoicing interest on arrears to water
company users (+€ 4,975 thousand), offset by the lower finan-

cial income recorded by GORI as a result of the income from

discounting recorded in 2020 as a consequence of the effects
of the Framework Amendment, concluded on 23 November
2020, which provided for the postponement of the instalment
agreements signed with the Campania Region in 2013 and 2018
(-€ 4,905 thousand).

10. Financial costs - € 97,388 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Costs (Income) on Interest Rate Swaps 6,006 6,246 (240) (3.8%)
Interest on bonds 54,401 55,577 (1,176) (21%)
Interest on medium/long-term borrowings 16,474 16,841 (368) (2.2%)
Interest on short-term debt 2,695 215 580 274%
Default interest and interest on deferred payments 1,954 1,364 590 43.2%
Interest cost net of actuarial gains and losses 456 892 (436) (48.9%)
Factoring fees 5,248 5438 (190) (3.5%)
Interest on payments by instalment 12 3 9 n.s.
Discounting charges 3,766 4,000 (233) (5.8%)
IFRS 16 financial charges 2,518 2,726 (208) (7.6%)
Other financial charges 3,236 2,994 243 81%
Interest payable to end users 1,003 820 183 224%
Foreign exchange gains (losses) (382) (952) 570 (59.9%)
Financial charges 97,388 98,064 (675) (0.7%)

Financial expenses, of € 97,388 thousand, decreased by € 675
thousand compared to the previous year; the change is mainly at-
tributable to the Parent Company. The average overall all-in cost of

the Acea Group’s debt at 31 December 2021 stood at 1.42% against

1.74% in 2020.

11. Income and costs from Equity Investments

- €7,798 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Income from equity investments in associates 8,393 14,268 (5,875) 4.2%)
(Costs) of shares in related companies (594) 24) (570) n.s.
(Costs) and revenue from shares 7,798 14,243 (6,445) (45.2%)

Revenue from equity investments refers to consolidation according
to the net equity method of some Group companies primarily Agua
Azul Bogota; the write-down made (€ 594 thousand) regards
SOGEA, a company currently in liquidation.

We can also note that the Business Combination related to Con-
sorcio Agua Azul and SIl was completed; this led to the account-
ing, according to the acquisition method, of income amounting

respectively to € 2,554 thousand and € 5,283 thousand for the

revaluation of the stake previously held in line with what is pro-
vided for in the international accounting standard IFRS3. For
more details please see the paragraph on “Business Combina-
tions”.

12. Income Tax - € 150,662 thousand

Estimated tax expenses for the period were € 150,662 thousand,
compared to € 134,648 thousand of the previous year. The break-
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down is essentially as follows:

o Current taxes: € 152,047 thousand (€ 149,309 thousand at
31 December 2020);

o Net deferred tax liabilities/(assets): € -1,385 thousand
(€ -14,662 thousand at 31 December 2020).
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The increase in absolute value of taxes recorded in the period is a
direct result of higher pre-tax profit. The table below shows the
breakdown of taxes and the correlated percentage weight calculat-
ed on consolidated profit before tax.

€ thousand 2021 % 2020 %
Profit before tax from continuing and discontinued operations 503,002 461,205

Expected tax charge at 24% on profit before tax 120,720 24.0% 110,689 24.0%
Permanent differences (9,158) (1.8%) (11,279) (2.4%)
IRES for the period m,562 22.2% 99,410 21.6%
IRAP (regional income tax) 39,100 7.8% 35,238 7.6%
Total taxes 150,662 30.0% 134,648 29.2%

The tax rate for the financial year is 30.0% (29.2% at 31 December
2020).

13. Earnings per share

Earnings per share are calculated by dividing profit for the year at-
tributable to Acea by the weighted average number of Acea shares
outstanding during the year, excluding treasury shares. The weight-
ed average number of shares outstanding was € 212,547 907 at
31 December 2021. Diluted profit per share is calculated dividing
profit for the financial year attributable to Acea by the weighted

average number of Acea shares in circulation during the year, ex-
cluding treasury shares, increased by the number of shares which
could potentially be put in circulation. At 31 December 2021 there
were no shares that could potentially be put into circulation and,
accordingly, the weighted average number of shares for the cal-
culation of basic earnings per share coincides with the weighted
average number of shares for the calculation of diluted earnings
per share.

Earnings per share, determined in accordance with IAS 33, are
shown below:

€ thousand 31/12/2021 31/12/2020 Change
Net profit attributable to the Group (€/000) 313,309 284,948 28,361
Profit for the period of the Group attributable to ordinary shares (€/000) (A) 313,309 284,948 28,361
Weighted average number of ordinary shares outstanding for the purpose
of determining earnings per share
- basic (B) 212,547,907 212,547,907
- basic (©) 212,547,907 212,547,907
Earnings per share (€)
- basic (A/B) 1.4741 1.3406 0.1334
- diluted (A/C) 1.4741 1.3406 0.1334
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NOTES TO THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

ASSETS

At 31 December 2021 these amounted to € 10,628,886 thousand
(€ 9,673,614 thousand at 31 December 2020) recording an in-

crease of € 955,272 thousand or 9.9% compared to the previous
year; they can be broken down as follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Non-current assets 7,801,652 7,311,004 490,648 6.7%
Current assets 2,658,809 2,362,610 296,199 12.5%
Non-current assets destined for sale 168,425 0 168,425 n.s.
Total assets 10,628,886 9,673,614 955,272 9.9%
14. Fixed assets — € 2,938,530 thousand

The incidence of the infrastructure used for the distribution and « infrastructures related to the Energy Segment for € 131,806

generation of electricity amounts to 80.1% of property, plant and

equipment, € 2,353,133 thousand.

The remaining 18.4% refers to:

thousand;

infrastructure related to the Overseas Segment for € 33,583

thousand,

« facilities belonging to the Environment Segment companies for « facilities belonging to the Engineering and Services Area for
€ 297,395 thousand; € 17,261 thousand.
« infrastructures related to the Parent Company for € 102,440
thousand;
Total property,

Land and Plant and Industrial Investments Assets to be plant and
€ thousand buildings machinery equipment Other assets in progress relinquished equipment
Historical cost 31/12/2020 572,969 3,551,165 961,626 187,000 93,160 9,031 5,374,950
Assets held for sale (309) (127,038) (328) ©n (15,858) 0 (143,624)
Investments/Acquisitions 16,257 174,516 96,583 16,916 49,348 1,139 354,759
Disinvestments (485) (15,350) (9,796) (1,835) (2,091 0 (29,557)
Changes in consolidation
scope 5,725 141,243 2,844 6,129 1,315 0 157,255
Other changes 240 (35,387) 457105 (12,611 (43,099) 769 (44,985)
Historical cost 31/12/2021 594,397 3,689,148 1,096,033 195,507 82,776 10,938 5,668,800
Accumulated depreciation
31/12/2020 (164,071) (1,926,917) (349,893) (141,916) (5,508) (2,588,305)
Assets held for sale 0 64,099 8 14 0 64,121
Depreciation/amortisation
and impairment losses (12,467) (90,594) (48,621 (10,394) 0 (532) (162,608)
Disinvestments 37 2,379 7148 317 0 9,881
Change in consolidation
scope 2,173) (49,940) (2,541 (4,565) (59,219)
Other changes 947 8,439 (19,476) 15,952 5,862
Accumulated depreciation
31/12/2021 (177,726) (1,992,535) (413,377) (140,591) 0 (6,040) (2,730,269)
Net value 31/12/21 416,671 1,696,613 682,656 54,916 82,776 4,898 2,938,530
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Investments increased compared to last year (€ 334,656 thousand
at 31 December 2020) and amounted to € 354,759 thousand.
They refer mainly to those made by:

« areti for € 235,265 thousand for the renewal and upgrading of
the HV, MV and LV grids, work on the primary stations, second-
ary substations and meters, metering groups and remote control
equipment;

o Acea Ambiente for € 26,387 thousand for investments related
to work done in the Orvieto plant for the construction of a com-
post storage building for the revamping of the treatment line and
in the San Vittore and Aprilia plants and for work done at the
Borgorose waste management plant and for reclamation of the
Paliano site;

+ Acea Produzione for € 17,049 thousand, mainly for the installa-
tion of the third motor at the Tor di Valle thermal power station,
the re-qualification work on the substations of the S. Angelo,
Salisano and Orte Power Stations and as well as the extension
and restoration of the district heating network in the territory of
Mezzocammino in the south of Rome;

« Fergas Solar and Acea Solar respectively for € 10,365 thousand
and € 10,373 thousand associated mainly with the construction
of photovoltaic plants on both agricultural and industrial soils;

o Aceafor€ 14,838 thousand for investments on the offices used
for business activities and the investments relating to the hard-
ware required for technological development projects for the
improvement and evolution of the IT network.
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The changes in the consolidation scope increased property, plant
and equipment by € 47,320 thousand and refer mainly to the ac-
quisitions of Deco, Ecologica Sangro and AS Recycling.

Other changes refer to reclassifications due to the commissioning
of assets under construction and disposals and disinvestments of
assets. It should be noted that the reclassification made for IFRSS
has an impact on fixed assets in the amount of € 79,503 thousand.

15. Real estate investments —

€ 2,314 thousand

Real estate Investments primarily include land and buildings not
used in operations and held for rental. The decrease of € 58 thou-
sand compared to last year derives from depreciation.

16. Goodwill - € 251,477 thousand

At 31 December 2021 goodwill amounted to € 251,477 thousand
(€ 223,713 thousand at 31 December 2020). The change com-
pared to the previous year refers to the recognition of goodwill aris-
ing from the consolidation of the companies acquired during 2020
(for more information, please refer to the section on Business
Combinations) part of which recognised provisionally while awaiting
the completion of the process of allocating the price paid. Good-
will recognised as a result of business combinations is attributed to
CGUs that benefit from the synergies deriving from the acquisition.
The table below shows the goodwill per CGU aggregated according

to the main activity of the companies.

€ thousand 31/12/2020 Allocation  Exchange delta Scope change Write-downs IFRSS 31/12/2021
Integrated Water Service

management 2,751 316 0 0 0 0 3,067
Network management 7939 (3,524) 0 0 0 0 4415
Sale of electricity and gas 48414 (675) 0 0 0 0 47,740
Intercompany services 94 0 0 0 0 0 94
Renewable energy plants 94,767 (2133 0 959 0 (1,974) 91,618
Waste-to-energy and

composting plants 11138 0 0 0 0 0 11,138
Liquid waste treatment and

sludge disposal 4724 46,386 0 0 51110
Overseas 5,556 (1150) (CZ)] 0 4312
Plastic and paper recycling

services 30,998 (8,610 0 0 0 0 22,387
Engineering services 17,331 (1,733) 0 0 0 0 15,597
Goodwill 223,713 28,875 94) 959 0 (1,974) 251,477

We can note that the values allocated in relation to Liquid Waste
Treatment and Sludge Disposal (€ 46,386 thousand) were allocat -
ed provisionally. Please see the paragraph on Business Combina-
tions for more information.

In order to verify the book value of the CGUs, as part of the impair-
ment procedure the Group provides an estimate of an interval relating
to the recoverable value of the assets in terms of value in use (“VIU™),
in continuity with the previous year, i.e. using the Discounted Cash
Flow (DCF) method, which identifies the ability to generate cash
flows as the fundamental element for the purposes of assessing the
entity of reference. For the purpose of discounting operating cash
flows, the weighted average cost of post-tax capital is calculated.

The application of the financial method for determining the recov-
erable value and the subsequent comparison with the respective
accounting values, therefore entailed, for each CGU subject to
impairment testing, estimating the post tax WACC, the value of
operating cash flows taken from the Business Plan approved by the
Board of Directors, updated when necessary, to take into account
significant events occurring between the date of approval for the
business plan and that of the financial statements by the Acea SpA
Board of Directors, and the value of the terminal value (TV) and,
in particular, the growth rate used to project flows beyond the plan
horizon, the value of the net financial position (NFP) and any sur-

plus assets/liabilities (SA).
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The main assumptions which determined cash flows and test results

were the following:

+ the development of revenues for regulated businesses was drawn
up on the basis of tariff trends resulting from national regulation
and/or agreements with the regulatory authorities;

+ the trend in the prices of electricity and gas sold and purchased
on the free market was developed on the basis of business con-
siderations consistent with the energy scenario developed in the
business plan, which are prudent with respect to the current
context;

« the natural evolution of the Group’s costs over the course of the
plan was developed by formulating forward looking hypotheses
based on the combination.

Terminal value is calculated:

+ for Acea Produzione (Energy Infrastructures - Generation
Area) the residual value corresponding to the net invested capi-
tal at the end of the plants’ useful life;

+ for the Environment and Overseas Segments, respectively,
considering the residual value corresponding to the net invested
capital at the end of the plants’ useful life and of the concession;
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o forareti (Energy Infrastructure Segment): considering the cur-
rent value of the RAB at the expiry of the concession calculated
according to the regulations for the fifth regulatory period;

« for the Water Segment: considering the current value of the
RAB and Net Working Capital at the end of the concession;

o+ for the Commercial and Trading Segment normalised cash
flows were estimated with a steady state hypothesis without real
growth.

Finally, the flows determined as above were discounted using the
post-tax WACC determined using an unconditional approach or
using the regulatory WACC for regulated business.

The WACC:s are substantially in line with those used for the previ-
ous impairment test, with the exception of the regulated business-
es, where following the changes made in the regulatory framework
a reduction in remunerations by the regulator was found (for more
information please see what is described in the Report on Opera-
tions, Water Area).

Below the assumptions used in the tests and estimates for Terminal
Value are summarised:

BUSINESS MODEL

Main activity Recoverable value WACC  Terminal value Cash flow period

Integrated Water Service Value in use 4.8%  NIC at the end of the concession, including End of the concession

management the Regulatory Asset Base (RAB)

Network management Value in use 5.6%  Regulatory Asset Base (RAB) Until 2024

Sale of electricity and gas Value in use 5.7%  Perpetuity Until 2024

Intercompany services Value in use 51%  Estimated to be equal to the NIC Based on company budgets and

of the plan's last year. projections that represent the best

available and achievable estimates
of the main assumptions about the
company's operations with respect
to the equity investments examined
and the expected results attributable
to them

Renewable energy plants Value in use 5.2%  NIC/perpetuity at the end of the plants’ Useful life of plants/end of

useful life concession

Waste-to-energy and composting ~ Value in use 51%  NIC at the end of the plants' useful life Plants' useful life

plants

Liquid waste treatment and sludge ~ Value in use 51%  NIC at the end of the plants' useful life Plants' useful life

disposal

Engineering and services Value in use 48%  NIC at the end of the plants' useful life End of Water Segment Facilities
concession

Overseas Value in use 6.5%/10.1%  NIC at the end of the concession End of the concession

Plastic recycling services Value in use 51%  NIC at the end of the plants' useful life Plants' useful life

To support the analysis deriving from the test, sensitivity analysis
was done to identify the impact on recoverable values of goodwill
based on variations in specific assumptions, so as to identify the
main break-even assumptions. Based on this analysis, hypotheses
regarding changes in discount rates, growth rates or a reduction in
profitability were found to be unrealistic and/or immaterial with the
exception of the CGUs related to Demap, Acquedotto del Fiora,
ADistribuzione Gas, Energia.

It seems worth noting that:

+ during December 2021 Demap suffered a fire that involved the
plastics store. In relation to this event, the plants related to this
CGU were written down for an amount of approximately € 1.0

million (for more information please see the Report on Oper-
ations, Environment Area), while the result of the impairment
test confirmed the recoverability of the CGU despite the cover
being considerably reduced,;

« on 20 February 2022 the plant was affected by a fire that in-
volved a pile of waste from the selection of separate collection
(identified by the code EER 1912 12), gradually expanding then
until it damaged some roofing structures. Promptly during
the same day, the fire was extinguished (for more information
please see the Report on Operations, Environment Area). This
event, under the terms of IAS 10, originated after the reporting
date and no write-down was necessary in the financial state-
ments.
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It should also be noted that as a result of the approval of the 2020-
2023 tariff provisions, the directors of Acea Ato5 acknowledged the
presence of significant uncertainties about the subsidiary as a going
concern, such as, in particular, the greater use of reverse factoring,
the favourable outcome of the Technical Panel with the Area Author-
ity intended to define the mutual items and the approval of the appeal
against Resolution no. 1/2021 of the Mayors’ Conference.

In view of the financial imbalance that has arisen, Acea SpA is
studying measures to secure the Acea AtoS SpA subsidiary. In the
meantime, the directors of the subsidiary initiated a series of actions
aimed at improving the financial position of the company including
the following:

+ the rescheduling of past debts through the signing of repayment
plans with both third parties and intra-group counterparties that
envisage payments over periods longer than 12 months;

+ the rescheduling of debts arising in 2021 through the systematic
use of reverse factoring with positive effects on working capital;

« the rationalisation of management costs also through the revi-
sion of the Service Agreement with the Parent Company;

o labour cost efficiency due to the containment of planned in-
creases and management factors (holiday disposal plans and
policies for monitoring and validating overtime performance);

+ the lodging of an appeal against Resolution no. 1 of 10 March
2021 of the Conference of Mayors of OTA 5;

« the application for economic-financial rebalancing as provided
for in the regulation.

With the actions taken, the company has succeeded in managing
the financial situation highlighted in the 2020 budget, partially mit-

igating the financial imbalance.

In the light of what is stated above, the consolidated net assets relat -
ed to the CGU Acea Ato5 were the subject of an impairment test,
in methodological continuity with what was done at 31 December
2020 and 30 June 2021, that is by determining the Value in Use
using the Unlevered Discounted Cash Flow (“UDCF”) method
which sees in the ability to produce cash flows the fundamental ele-
ment for the purposes of measuring the CGU of reference. For the
purpose of discounting operating cash flows, the weighted average
cost of regulatory post-tax capital is calculated.
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The main assumptions which determined the cash flows, terminal

value and test results were the following:

« the development of revenues for regulated businesses was drawn
up on the basis of tariff trends resulting from national regulation
and/or agreements with the regulatory authorities;

« the dynamics of the prices of electricity and gas sold and pur-
chased on the free market were developed on the basis of busi-
ness considerations consistent with the energy scenario devel-
oped in the business plan;

« the natural evolution of the Group’s costs over the course of the
plan was developed by formulating forward looking hypotheses
based on the combination.

In addition, the terminal value was calculated as the present value of
the RAB and of Net Working Capital on expiry of the concession.
The flows, and the terminal value determined as above were finally
discounted to the regulatory WACC, which is in line with that used
for the previous impairment test.

Given the various variables which affect the Acea Ato5 economic
financial plan, sensitivity analysis was done based on whether or
not the efficiency objectives are achieved, as established in the
subsidiary’s new business plan, and on whether or not the eco-
nomic financial rebalancing request is granted (this is based on the
tariff proposal submitted by the company, but not recognised by
OTAA 5). Below are the results of the sensitivity analysis, noting
that the “base case” for the impairment test coincides with the
upper left section of the table, which foresees 100% achievement
of cost savings objectives and no benefit deriving from the ac-
tions the Company intends to undertake to obtain a tariff adjust-
ment. This scenario was prudentially used as the base case for the
impairment test considering only the elements of improvement
which are under the company’s control (cost savings) and not
those which ultimately depend upon decisions and factors exter-
nal to the company (tariff adjustment). Note that this structure
does not in any reflect an assessment of the likelihood of a tariff
adjustment being recognised, which is however deemed probable
in consideration of the incompatibility of the financial imbalance
caused to the Operator by the new tariff structure with respect to
the current legal and regulatory framework, but is only functional
to the execution of the impairment test in compliance with that

established under IAS 36:

Achievement of Efficiency Targets (100% = € 3.3 million at 2032)
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100% 80% 60% 40% 20% 0%
0% 0.91 (3.56) (8.03) (12.50) 16.97) (21.45)

20% 6.67 2.20 @27 (6.74) (11.21) (15.68)

Target on Tariff review 40% 1244 797 3.50 0.97) (5.44) 991
(100% = € 51 million) 60% 18.21 13.74 9.27 4.80 032 (415)
80% 2397 19.50 15.03 10.56 6.09 162

100% 29.74 25.27 20.80 1633 11.86 7.39
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17. Concessions and Rights on Infrastructure

- € 3,048,190 thousand

This item mainly refers to the Water Services and essentially includes:

o the values of concessions received from the Municipalities
(€ 93,513 thousand);

+ the overall amount of all tangible infrastructures for the man-

agement of water services (€ 2,642,451 thousand), in accord-
ance with IFRIC 12.

Concessions refer for € 87,534 thousand to the thirty-year con-
cession from Roma Capitale on the assets consisting of water and
sewage treatment facilities, and to the right arising from taking over
the management of the integrated water service in the Municipality
of Formello. Rights are amortised on the basis, respectively, of the
remaining term of the concession signed between Acea and Roma
Capitale and the term of the Management Agreement signed by
the Mayors in OTA 2. The balance is completed by the thirty-year
concession for the management of the integrated water service
of the city of San Pedro Sula in Honduras for a total amount of
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Capital expenditure for the period relating to Infrastructure rights

amounted to € 497,559 thousand and mainly refers to:

o Acea Ato2 for € 364,198 thousand for the modernisation, ex-
pansion and reclamation of the water and sewerage pipes of the
various municipalities; to the extraordinary maintenance of the
water centres of the treatment plants and to the actions aimed
at reducing water leaks;

o Acea Ato5 for € 32,182 thousand for the replacement, main-
tenance and expansion of water supplies and sewerage pipes and
of water treatment p\ants;

« GORI for € 59,859 thousand, for the replacement of the wa-
ter pipelines as well as for the extraordinary maintenance of the
works for the water and sewerage service.

18. Intangible fixed assets —
€ 411,607 thousand
The item has a net book value as at 31 December 2021 of € 411,607

thousand and can be represented as follows:

€ 5,978 thousand.

Other intangible Investments Total intangible
€ thousand Patent rights fixed assets in progress fixed assets
31.12.2020 171,309 100,978 40,945 313,232
Assets held for sale 0 (30,182) 1170) (31,352)
Depreciation/amortisation and impairment losses (65,834) (35414) 0 (101,249)
Investments/Acquisitions 71,835 31,18 15,135 118,088
Disinvestments (5,066) an (1136) (6,219)
Changes in consolidation scope 302 65,393 (9,589) 56,105
Other changes 30,921 45959 (13,879) 63,001
Net value 31.12.21 203,466 177,835 30,305 411,607

The increase compared to the previous year, of € 98,375 thou-
sand, derives from the change in the scope (+€ 56,105 thousand)
owing mainly to the consolidation of Deco and from the definitive
allocation of the values deriving from the business combinations
(+€ 54,974 thousand) present in the item other changes (please
see the specific paragraph for more information). The investments
made in the period which were € 118,088 thousand net of depreci-
ation/amortisation and impairment losses amounting to € 101,249
thousand also contributed to the increase. Finally, the increase was

offset by the reclassification for IFRS5 of € 31,352 thousand.

Investments for the period are mainly attributable to:

« aretifor € 35,369 thousand for charges incurred for the re-en-
gineering of the information and commercial distribution sys-
tems and for the harmonisation of systems to support measure-
ment activities;

+ Acea Energia for € 42,954 thousand in relation to the cost of
acquiring new customers under the terms of IFRS15 (€ 27,618

thousand), and to IT implementation projects (€ 15,337 thou-
sand);

« the Parent Company for € 23,436 thousand for the purchase
and implementation of software to support the development of
IT platform management systems, corporate security and ad-
ministrative management.

The change in the consolidation scope had an impact for € 56,105

thousand and refers mainly to Deco.

19. Right of use — € 53,096 thousand

This item includes rights of use on assets of others which are recog-
nised as leased assets and are therefore amortised over the duration
of the contracts in line with the international standard IFRS16. As at
31 December 2021 the net book value of these assets is € 53,096
thousand and the nature of these assets can be represented as fol-
lows:

€ thousand 31/12/2021 31/12/2020 Change % change
Land and buildings 36,415 57,362 (20,946) (36.52%)
Cars and motor vehicles 6,154 4215 1939 46.00%
Machinery and equipment 8,599 9,898 (1,299) (1313%)
Distribution cabins 1,864 1,999 136) (6.79%)
Other 63 186 (122) (65.99%)
Total 53,096 73,660 (20,565) (27.92%)
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The book value of the assets consisting of the right of use as at 31
December 2021 for each class of underlying asset and the related
changes in the year are shown below:
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Landand  Cars and motor Machinery Distribution
€ thousand buildings vehicles  and equipment cabins Other Total
Opening balances 57,362 4,215 9,898 1,999 186 73,660
Acquisitions 3,554 0] 503 0 0 4,057
New contracts 3,252 6,306 74 104 0 9,736
Remeasurement 739 734 203 (30) 2 1,648
Depreciation (10,324) (5,02 (2,079) 210) (124) (17,839)
Total 54,582 6,154 8,599 1,864 63 71,263
IFRSS reclassification (18,167) 0 0 0 0 (18,167)
Total 36,415 6,154 8,599 1,864 63 53,096

The reduction of € 20,565 thousand is mainly due to IFRSS for
an amount of € 18,167 thousand. The reclassification generated an
impact on the category of land and buildings because the photo-
voltaic companies are for sale; therefore it regarded all the surface
rights in being.

With regard to extension or termination options, it should be not-
ed that for regulated businesses, with regard to contracts relating
to concession activities, the estimated term for contract renewals
is the year of the end of the concession itself. There are also no
guarantees on residual value, variable payments and leases not yet

signed to which the Group has committed itself for a significant
amount.

Finally, it should be noted that costs relating to short-term leases
and assets of modest value are recognised in the income statement
item “leases and rentals” in line with the requirements of IFRS16
and in continuity with previous years.

20. Equity investments in unconsolidated
subsidiaries and associates - € 292,239
thousand

Gains/losses Other

Changes in from valuation Increase/ Currency changes/

consolidation of shareholders’  Decrease for translation reclassi-
Company name 31/12/2020 scope equity dividends differences OcCl fications  31/12/2021
Acque 90,545 0 8,920 2,615 0 568 133 102,780
Acque Servizi 5,110 0 502 (675) 0 (65) 4,872
Geal 7,812 0 206 44 0 1 0 8,063
Nuove Acque 6,188 0 1,109 (162) 0 25 0 7,161
Intesa Aretina 6,533 0 (369) 452) 0 0 @ 5,710
Publiacqua m;3n 0 4734 (5,466) 0 13 (196) 110,455
Umbra Acque 19,334 0 1,593 158 0 139 0 21,225
Ingegnerie Toscane 13,357 0 3,432 G177 0 2 (136) 13,478
Energia 12,869 0 271 (508) 0 0 288 12,920
Belaria 0 21 664 0 0 0 (685) 0
Picena Ambiente 0 3,088 0 0 0 0 0 3,088
Others 3,106 0 17 0 (190) 0 89 2,488
Total equity investments 276,224 3,109 20,545 (7,623) (190) 683 (509) 292,239

The main changes that occurred during the period refer to the
valuations of the companies consolidated using the equity meth-
od, which have a positive impact on the Income Statement for
a total of € 20,545 thousand. These valuations are mainly re-
flected in the item “Income/(Expenses) from equity investments
of a non-financial nature” (+€ 21,048 thousand) and the rest in

the item “Income/Expenses from equity investments” (-€ 503
thousand).

We can note that the equity investment in Belaria falls within the
IFRSS perimeter of sale and is therefore reclassified in the item
“Non-current assets held for sale”.
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31/12/2021

Valuation of

companies

Non-current Non-current using the equity
€ thousand assets  Current assets liabilities Current liabilities Revenues method NFP
Acque 239,699 34904 (128,900) (40,174) (76,549) 8,920 (90,064)
Intesa Aretina 12,232 279 0 (59) 0 (369) 205
Belaria 3,228 856 (3,539 412) 747) 664 (3,250)
Ecomed 3 361 20) (420) 0 (14 157
Energia 4973 1,504 0 (493) (1,635) 271 1,154
Geal 20,461 5,757 (10,773) (6,888) (9,562) 206 (4,9504)
Ingegnerie Toscane 1,614 1,627 ©1m (5,180) (11,980) 3,432 (1,130)
Nuove Acque 17,907 5,857 (7,799 (2,895) (9,591 1,09 (3,778)
Publiacqua 234,879 53,942 (129,806) (46,308) (105,261 4734 (76,262)
Acque Servizi 777 8,262 872) (4,152) (11,235) 502 (656)
Umbra Acque 68,648 N,476 (45,290) (14,857) (33,879) 1,593 (21,750)
Total 604,423 134,824 (327,606) (121,838) (260,434) 21,048 (200,278)

31/12/2020

Valuation of

companies

Non-current Non-current using the equity
€ thousand assets  Current assets liabilities Current liabilities Revenues method NFP
Acque 220,854 35,026 (124,786) (37,410) (78,282) 11,751 (88,598)
Intesa Aretina 11,866 375 0 (200) 0 102) 205
Belaria 4134 2,857 (6,956) 43) 0 €] (4,124)
Ecomed 3 373 20) 419 0 @) 163
Energia 4905 1,428 0 (498) (1,431 315 720
Geal 18,320 6,858 (10,783) (6,084) (8,384) 810 (4,900)
Ingegnerie Toscane 1,608 10,893 (668) (4,649) (12,276) 2,438 N6
Nuove Acque 17,932 5,141 (8,845) (2,130) (9,108) 864 4,377)
Publiacqua 222943 51467 (112,541 (48,585) (104,352) 10,589 (69,947)
Acque Servizi 774 7,51 (798) (3,288) (12,462) 828 522
Servizi Idrici Integrati 89,572 57,322 (60,223) (52,473) (43,892) 602 (47,828)
Umbra Acque 63,919 15,084 (23,739) (37,346) (35,214) 2,240 (21,006)
Total 656,831 194,335 (349,358) (193,125) (305,899) 30,319 (238,254)

21. Other equity investments — € 2,980 sand as at 31 December 2020); (i) € 129,434 thousand to the am-

thousand

These total € 2,980 thousand (they were € 3,100 thousand at 31
December 2020) and are composed of investments in shareholder
securities that do not represent control, association or joint control.

22. Deferred tax assets —

€ 202,606 thousand

At 31 December 2021, deferred tax assets, net of deferred tax lia-
bilities, amounted to € 202,606 thousand (€ 235,012 thousand at
31 December 2020).

Deferred tax assets are mainly made up of the following kinds: (i)

€ 36,854 thousand for the provision for tax risks (€ 28,654 thou-

ortisation/depreciation of tangible and intangible assets (€ 135,217
thousand as at 31 December 2020); (i) € 68,367 thousand for the
impairment of receivables (€ 83,339 thousand as at 31 December
2020); (iv) € 11,097 thousand to defined benefit and defined con-
tribution plans (€ 12,362 thousand as at 31 December 2020); (v)
€10,008 thousand to fair value of commodities and other financial
instruments (€ 9,923 thousand as at 31 December 2020).
Provisions for deferred taxes include in particular the deferred taxes
tied to differences existing between the economic-technical amor-
tisation rates applied to depreciable assets and tax portions. Uses in
the period totalling € 10,219 thousand and allocations amounting to
€ 8,671 thousand contributed to this item.
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Changes in 2021

Changesin Adjustments/ Changes in

2020 consolidation  Reclassifica-  shareholders’ Rate IRES/IRAP 2021
€ thousand Balance scope tions equity Uses adjustment provisions Balance
Prepaid taxes
Tax losses 401 0 297) 0 0 0 0 105
Remuneration of BoD
members 42 0 0 0 (31 0 33 45
Provisions for risks and
charges 28,654 0 4,561 126 (8,026) 0 11,538 36,854
Impairments of receivables
and equity investments 83,339 0 14 (2,476) (16,280) 0 3,669 68,367
Depreciation and
amortisation 135,217 0 (16,000) 3,338 m197) 0 18,075 129,434
Defined benefit and
defined contribution plans 12,362 0 (192) 467) (690) 0 83 11,097
Tax assets on consolidation
adjustments 9 0 0 0) m 0 16 4
Fair value commodities and
other financial instruments 9,923 0 0 291 (329) 0 123 10,008
Others 58,558 @7 (646) (2,337 (4,861) 0 7,12 58,399
Total 328,505 27) (12,459) (1,543) (41,414) 0 41,250 314,312
Deferred taxes
Depreciation and
amortisation 61,000 0 (15,260) 4,084 (6,557) 0 5,497 48,765
Defined benefit and
defined contribution plans 177 16,241 (16,229) 22,549 (150) 0 99 22,687
Fair value commodities and
other financial instruments 4133 0 1,022 6,445 (984) 0 0 10,615
Others 28,183 0 1,480 (569) (2,528) 0 3,074 29,640
Total 93,493 16,241 (28,988) 32,509 (10,219) 0 8,671 11,707
Net 235,012 (16,268) 16,529 (34,053) (31,194) 0 32,579 202,606

The Group recognised deferred tax assets based on earnings fore-
casts in the Group’s business plans, which confirm the probability
that sufficient future taxable profit will be available against which
all of the deferred tax assets recognised in the financial statements
can be recovered.

23. Non-current financial assets —

€ 22,549 thousand

These amounted to € 22,549 thousand (€ 38,781 thousand at 31
December 2020) and recorded a decrease of € 16,233 thousand
attributable to Acea Sun Capital for € 9,366 thousand and relat-
ed to the loan in being with Belaria (a company consolidated with
the net equity method), which presented a reduction of € 3,704

thousand compared to the previous year and was reclassified for

the residual amount of € 5,662 thousand in application of IFRSS.
The remaining change is mainly attributable to the Parent Company
(-€ 7,01 thousand) and regards receivables due from Roma Cap-
itale for investments in the public lighting service, such as systems
improvements, energy saving, regulatory compliance and tech-
nological innovation, which will be paid to Acea, equal to the tax
depreciation, beyond 2021, in accordance with what was agreed in
the Supplementary Agreement to the service contract signed on

15 March 2011.

24, Other non-current assets —

€ 576,065 thousand

Other non-current assets at 31 December 2021 are composed as
follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Receivables due from the State 27 0 27 n.s.
Advances and deposits 948 1,672 (723) (43.3%)
Other receivables, receivables from subsidiaries 1,813 1,809 4 0.2%
Long-term receivables for tariff adjustments, non-current

provisions for doubtful accounts 443,001 387,803 55,198 14.2%
Long-term receivables for Regulatory Lag 16,712 117,08 (396) (0.3%)
Accrued income and prepayments 13,564 13,968 (405) (2.9%)
Other non-current assets 576,065 522,360 53,706 10.3%
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This item also includes long-term receivables for tariff adjust-
ments for € 443,007 thousand (€ 387,803 thousand at 31 De-
cember 2020) of the water companies, while € 116,712 thou-
sand (€ 117,108 thousand at 31 December 2020) represents
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the long-term portion of the receivables registered in Areti for
regulatory lag.

25. Current assets — € 2,658,809 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Inventories 86,406 91,973 (5,567) 6.1%)
Trade receivables

Receivables from customers 1,027,007 934,174 92,832 9.9%
Receivables from Parent Company 34,472 38,718 (4,246) 11.0%)
Receivables from subsidiaries and associates 10,165 8,617 1,549 18.0%
Total trade receivables 1,071,644 981,509 90,135 9.2%
Other current receivables and assets 387,813 257,442 130,370 50.6%
Current financial assets 407944 379,859 28,085 7.4%
Tax credits 24,83 9,618 14,565 151.4%
Cash and cash equivalents 680,820 642,209 38,611 6.0%
Current assets 2,658,809 2,362,610 296,199 12.5%

25.a - Inventories

The item inventories amounted to € 86,406 thousand (€ 91,973
thousand at 31 December 2020) and shows a decrease of € 5,567
thousand, attributable mainly to areti (-€ 16,504 thousand) in part
offset by the change in the scope (+€ 7,283 thousand).

25.b - Trade receivables

These amounted to € 1,071,644 thousand, recording an increase
of € 90,135 thousand compared to 31 December 2020, when the
figure was € 981,509 thousand.

€ thousand 31/12/2021 31/12/2020 Change % change
Trade receivables 1,027,007 934,174 92,832 9.9%
Receivables due from the Parent Company 34,472 38,718 (4,246) (11.0%)
Receivables from subsidiaries and associates 10,165 8,617 1,549 18.0%
Total trade receivables 1,071,644 981,509 90,135 9.2%
Trade receivables

These amounted to € 1,027,007 thousand, recording an increase

of € 92,832 thousand compared to 31 December 2020.

€ thousand 31/12/2021 31/12/2020 Change % change
Receivables due from end users for bills issued 366,332 382,956 (16,624) (4.3%)
Receivables due from end users for bills to be issued 503,261 411,623 91,638 22.3%
Total receivables due from end users 869,593 794,578 75,014 9.4%
Receivables from other customers 157,355 139,536 17,819 12.8%
Other current receivables and assets 59 60 m (1.3%)
Total receivables 1,027,007 934,174 92,832 9.9%

Receivables are shown net of the Provision for doubtful receivables,
which at 31 December 2021 amounted to € 595,173 thousand and
decreased by € 44,824 thousand compared to the previous year,

mainly due to the effect of uses for the period and lower provisions
due also to the effects of the sale of non-performing receivables,
which amounted to € 98,678 thousand at 31 December 2021.
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The performance of receivables, both gross and net of the provision
for the impairment of receivables, is shown below.
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31/12/2021 31/12/2020 Change
Gross  Provision for Gross  Provision for Gross  Provision for

receivables  write-downs Net  receivables write-downs Net  receivables write-downs Net
€ million (A) (B)  receivables (o9} (D)  receivables (A-Q) (B-D) receivables
Environment 73,335 (4,762) 68,573 13 [€XID) 56,601 13,622 (1,650) 1972
Commercial and Trading 479144 (173,095) 306,048 413704 (222,02) 191,002 66,040 49,006 115,046
Water 782,980  (301,359) 481,620 826,276 (301,199) 525,081 (43,296) (165) (43,4610
Overseas 26,478 (18,341 8,137 23,666 (15,846) 7,820 2,812 (2,495) 317
Energy Infrastructure 222,751 (88,525) 134,226 204,286 (88,627) 115,660 18,465 101 18,566
Generation 25,162 (5,893) 19,269 36,180 (5,924) 30,255 (11,018) 32 (10,987
Engineering and
Services 9,537 (1,073) 8,464 7,925 (1,068) 6,857 1,613 ©) 1,607
Parent Company 2,793 2,124) 669 3,022 2124) 898 229 0 (229
Total 1,622,179  (595,173) 1,027,007 1,574,171 (639,997) 934,174 48,008 44,824 92,832

Environment

These totalled € 68,573 thousand, up by € 11,972 thousand com-
pared to 31 December 2020. The change is mainly attributable to
the change in the scope for a total of € 12,199 thousand, mainly due
to the consolidation of Deco (+€ 7,860 thousand), Ecologica San-
gro (+€ 2,141 thousand) and Meg (+€ 2,197 thousand). We can also
note the increase recorded by Acea Ambiente (+€ 5,705 thousand)
and the reduction of Aquaser (-€ 2,763 thousand).

Commercial and Trading

Receivables in this segment amounted to € 306,048 thousand and
are primarily generated by the sale of electricity to the protected
and free markets and by gas sales. The increase compared to 31
December 2020 was € 115,046 thousand, mainly attributable to
Acea Energia (+€ 101,311 thousand) and residually to the increase
in receivables recognised by Umbria Energy (+€ 6,336 thousand)
and Acea Innovation (+€ 5,656 thousand).

In 2021, Acea Energia’s receivables were assigned without recourse
for a total amount of € 456,077 thousand.

Water

These totalled € 481,620 thousand, recording a decrease of
€ 43,461 thousand compared to 31 December 2020. The decrease
is attributable to GORI (-€ 13,910 thousand), Gesesa (-€ 8,370
thousand), Acea Ato2 (-€ 10,804 thousand) and Sl (-€ 5,626
thousand). These decreases are attributable to the effects of the
transactions to dispose of non-performing receivables carried out
during 2021. In particular, during the period, Acea Ato2 receivables
were assigned without recourse for a total of € 389,156 thousand,
of which € 4,466 thousand due from the Public Administration,
Acea Ato5 receivables for € 3446 thousand (of which € 1,287
thousand due from the Public Administration), Sl receivables for
€ 11,010 thousand, GORI receivables for € 6,906 thousand and
AdF receivables for € 974 thousand.

Overseas

These amounted to a total of € 8,137 thousand and increased com-
pared to 31 December 2020 by € 317 thousand mainly as a re-
sult of the consolidation of the new Consorcio Acea Lima Norte
(+€1,095 thousand) partially offset by the reduction in receivables
recognised by Aguas de San Pedro (-€ 824 thousand).

Energy Infrastructure

These came out at € 134,226 thousand with an increase of
€ 18,566 thousand compared to 31 December 2020, mainly at-
tributable to Areti.

In 2021, areti receivables totalling € 596,369 thousand were trans-
ferred pro-soluto, € 189,297 thousand to the Public Administration.

Generation

These amounted to a total of € 19,269 thousand and decreased
compared to the previous year by € 10,987 thousand. The reduc-
tion is mainly attributable to the reclassification made under the
terms of the accounting standard IFRS5 (+€ 9,138 thousand).

Please see the specific paragraph for further information.

Engineering and Services

These amounted to a total of € 8464 thousand, an increase
compared to 31 December 2020 of € 1,607 thousand attribut-
able mainly to the consolidation of SIMAM (+€ 1,581 thousand)
and Acea Elabori (+€ 536 thousand) only partially offset by TWS
(-€ 510 thousand).

Parent Company
These totalled € 669 thousand, recording a decrease of € 229
thousand compared to 31 December 2020.

Receivables due from the Parent Company Roma
Capitale

As regards relations with Roma Capitale, the net balance at 31
December 2021 was € 32,177 thousand payable by the Group,
compared to the previous balance of € 28,586 thousand at 31 De-
cember 2020.

Trade and financial receivables recorded an overall decrease of

€ 42,308 thousand compared to the previous year, mainly due to

accrual in the period and collections. The main changes in the year

are as follows:

 Higher receivables of Acea Ato2 for € 42,880 thousand,

« Higher receivables of Public Lightning for € 37,228 thousand;

+ Collection/Offset of receivables of Public Lightning for
€ 75,290 thousand;

o Collection/Offset of receivables of Acea Ato2 for € 44,868
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thousand;

+ Collection of receivables of Acea Energia for € 2,095 thousand.

Payables decreased by € 38,717 thousand compared to the previ-

ous year; the main changes during the year are as follows:

« Higher payables for recognition of share dividends accrued for
2020 by Acea amounting to € 86,889 thousand, as resolved
by the Shareholders’ Meeting of April 20271,

« Higher payables due to the recognition of the portion accrued in
2021 referring to the Acea Ato2 concession fee, for € 25,276
thousand;

+ Higher payables due to the recognition of Acea Ato2 share div-
idends accrued for 2020 amounting to € 2,230 thousand, as
resolved by the Shareholders” Meeting of April 2021;

 Higher payables due to the recognition of the accrued portion
for the Cosap debt of € 1,619 thousand,

+ Payment/Offset by Acea Ato2 of the concession fees for 2017,
2019 and 2020 for a total of € 49,945 thousand;

+ Payment/Offset of Acea Ato2 share dividends referred to 2018
and 2079 for a total of € 4,307 thousand;

+ Payment/Offset of Acea share dividends for 2018 and 2019 for
a total of € 99,213 thousand;

+ Payment/Offset of electricity surcharges accrued up to 2011 for
€ 2,095 thousand.

We can note also that during the year current payables for licences
of €15 million were paid by the company areti to the Municipalities
of Roma Capitale.

In 2021, the following offset/payment transactions were made for a to-

tal of € 123,145 thousand. The main transactions are presented below:

o March 2021: offsetting of receivables for € 18,623 thousand
relating to the Public Lighting service for January-November
2020 fees, offsetting Acea’s share dividends for 2018;

+ June 2021: offsetting of receivables for € 8,905 thousand relat -
ing to receivables from water use for the period November-De-
cember 2020, offsetting the share dividends for the years 2018
and 2019, and the portion of the 2020 concession fee;

o July 2021: offsetting of receivables for € 11,918 thousand relat-
ing to water use for the period January-April 2021, offsetting a
portion of the 2020 concession fee;

o+ July 2021: offsetting of receivables for € 8,906 thousand relat-
ing to the Public Lighting service for PL fees for the periods De-
cember 2020 and January-April 2021, offsetting Acea’s share
dividends for 2019;

+  September 2021: offsetting of receivables for € 4,122 thousand
relating to the Public Lighting service for the LED Plan, offset-
ting Acea’s share dividends for 2018;

+ September 2021: receivables for € 7,214 thousand relating to
the Public Lighting service for May-August 2021 PL fees were
offset with Acea’s share dividends for 2018;

+  October 2021: offsetting of receivables for € 2,095 thousand
relating to electricity users for the years 2015-2018, offsetting
electricity surcharges accrued up to 2011,

+ October 2021: offsetting of receivables for € 7,260 thousand
relating to the Public Lighting service for modernisation and
safety 2017 and 2018 and street lighting works offsetting Acea’s
share dividends for 2018;

o November 2021: receivables for € 29,027 thousand related to
the Public Lighting service, extraordinary maintenance, as an
advance referred to the years from 2016 to 2020 and mod-
ernisation and safety year 2019 were offset with Acea’s share
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dividends, balance of 2018 and part of 2019.

o December 2021: offsetting of receivables for € 24,045 thousand
relating to water use for the period May-November 2020 and
December 2018, offsetting Acea’s share dividends for 2019.

Recall that as part of the activities required for the first consolida-
tion of the Acea Group in the 2018 Financial Statements of Roma
Capitale, a round table was launched to reconcile the Roma Capitale
Receivables and Payables. The Group companies chiefly concerned
are Acea and Acea Ato2. After several meetings and communica-
tions, on 22 February 2019 the Technical Department of the Mu-
nicipality (SIMU) in charge of the management of the contracts
with the Acea Group communicated several objections relating to
the supply of both works and services for the period 2008-2018.
These objections were completely rejected by the Group.

In order to arrive at a complete resolution of the differences during
2019 a specific Joint Technical Committee was set up with the Acea
Group. Following several meetings, on 18 October 2019, the Joint
Technical Committee drew up a report on the closure of the work,
highlighting the results that emerged and proposing a favourable
restart of the ordinary execution of the mutual obligations between
the Acea Group and Roma Capitale. As a first step after the com-
pletion of the work, the parties took steps to implement the results
that emerged from the discussions, restarting the payment of their
respective receivables and payables. In 2020 at total of € 33.3
million of receivables referred to the aforementioned Report were
settled in the Group.

In 2021 a new Public Lighting Technical Panel comprising Acea and
Roma Capitale was set up with the intention of continuing the res-
olution of issues preventing the liquidation of receivables. After this
work Roma Capitale paid Acea SpA Public Lighting receivables for
€ 75,290 thousand through offsets.

For the Public Lighting contract at the end of 2020 the AGCM
made its position clear regarding the legitimacy of the existing con-
tract, to this day a source of audits, works and joint investigation.
Among other things, the measure also gave rise to audits on the
congruity of the prices applied. In February 2021, following the
aforesaid feedback and works, Roma Capitale confirmed the abso-
lute congruity and convenience of the current economic terms with

respect to the CONSIP parameters.

In 2021 while awaiting the conclusion and finalisation of these as-
pects, Acea regularly continued to provide the Public Lighting ser-
vice proceeding also to the invoicing and in part also to the collec-
tion from Roma Capitale.

Again in 2021, reconciliation work continued between Acea Ato2
and Roma Capitale (SIMU Department) and a joint Technical Re-
port signed by Roma Capitale and Acea Ato2 was completed in
December, largely overcoming and resolving the disputes affecting
the 2019 Technical Panel. This agreement led to the derecognition
of the receivables in question through the use of the provisions for
impairment set aside for this purpose. The operation reduced re-
ceivables and provisions by approximately € 7.4 million.

Please note that in September 2021 the Consolidated Financial
Statements of Roma Capitale at 31 December 2020 were approved.
The following table presents an analysis of receivables and pay-
ables, including those of a financial nature, between Acea Group
and Roma Capitale, as regards both net credit exposure and debt
exposure, including financial items.

BUSINESS MODEL
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31/12/2021 31/12/2020 Change
Receivables due from Roma Capitale (A) (B) (A-B)
Utility receivables 30,427 42,036 11,609)
Provisions for impairment (1,749) (9,348) 7,599
Total receivables from users 28,678 32,688 (4,010)
Receivables for water works and services 2,325 2,320 5
Receivables for water works and services to be invoiced 1971 1,818 153
Provisions for impairment (2,91 (1,897) (293)
Receivables for electrical works and services 3,990 4,073 82)
Receivables works and services - to be billed 25 43 (18)
Provisions for impairment (326) (326) 0
Total receivables for works 5,793 6,030 (236)
Total trade receivables 34,472 38,718 (4,246)
Financial receivables for Public Lighting services billed 17133 129,336 (12,203)
Provisions for impairment (30,152) (30,152) 0
Financial receivables for Public Lighting services to be billed 48,981 65,033 (16,052)
Provisions for impairment (28,298) (21960) (6,338)
M/L term financial receivables for Public Lighting services 8,286 11,756 (3471
Total Public Lighting receivables 115,949 154,012 (38,062)
Total Receivables 150,421 192,729 (42,308)
Payables due to Roma Capitale 31/12/2021 31/12/2020 Change
Electricity surtax payable (13,153) (15,249) 2,096
Concession fees payable (37,533) (62,202) 24,670
Other payables (13,463) (11,013) (2,450)
Dividend payables (118,450) (132,851 14,401
Total payables (182,598) (221,316) 38,717
Net balance receivables payables (32,177) (28,586) (3,591)
Trade receivables from associates and joint ventures
€ thousand 31/12/2021 31/12/2020 Change % change
Receivables from associates 1,542 1517 25 17%
Receivables from jointly controlled entities 8,623 7,100 1,523 21.5%
Total 10,165 8,617 1,549 18.0%

Trade receivables from associated and jointly controlled companies
mainly refer to receivables from companies consolidated using the
equity method. These receivables amounted to a total of € 10,165
thousand (+€ 1,549 thousand) and the increase derives from the

recognition of higher receivables claimed by Acea from its subsid-
iaries following the attribution of the costs incurred for the IT plat-
form in joint ownership and the invoicing of IT licences and services
incurred on behalf of the Group Companies.
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25.c - Other current assets
€ thousand 31/12/2021 31/12/2020 Change % change
Receivables from others 292,288 235,791 56,497 24.0%
Accrued income and prepaid expenses 23,847 19,606 4,242 21.6%
Active derivative instruments on commodities 71678 2,045 69,632 n.s.
Total 387,813 257,442 130,370 50.6%
Receivables from others
These amounted to a total of € 292,288 thousand ans were made
up as follows:
€ thousand 31/12/2021 31/12/2020 Change % change
Receivables due from the Equalisation Fund 95,887 37,504 58,383 155.7%
Receivables from Equalisation Fund for tariff contribution from
cancellation 6,667 1,261 5406 n.s.
Other receivables from Equalisation Fund 6,451 7,757 (1,305) (16.8%)
Regional grants receivable 2,514 227 2,287 n.s.
Receivables from Equitalia 122 232 10) n.s.
Security deposits 3,803 6,527 2,724) n.s.
Receivables from social security institutions 3,134 3,242 (108) n.s.
Receivables from individual transfers 2,190 2,352 (162) n.s.
Suppliers' advances 9,625 5,158 4467 86.6%
Receivables due from Municipalities 10,813 10,784 29 0.3%
Receivables from factor from the sale (840) 288 (1128) n.s.
Receivables for accrued Green Certificates 6,975 5,596 1,380 24.7%
Receivables from OTAAs 5,058 16,029 (10,971 n.s.
Receivables from staff 49 29 20 68.8%
Receivables due to the transferee Area Laurentina 6,446 6,446 0] n.s.
Receivables for advances to employees 616 569 47 8.2%
Other tax receivables 36,177 30,469 5,708 18.7%
Other receivables 96,602 101,323 4,721 n.s.
Total 292,288 235,791 56,497 24.0%

The increase of € 56,497 thousand derives mainly ) from receiv-
ables from the Equalisation Fund (Cassa Conguaglio) for energy
equalisation (+€ 58,383 thousand) mainly attributable to Acea
Energia (+€ 54,771 thousand) from Cassa per i Servizi Energeti-
ci e Ambientali (CSEA) the effect of which was mainly generated
by the determination of the amount due for equalisation purposes
for the year 2021 and the remainder for the amount due for the
years 2014-2020; i) from receivables for regional contributions
(+€ 2,287 thousand) attributable mainly to Acea Ato2 and to the
contribution provided by the Lazio Region to counter the drinking
water supply crisis iii) from higher receivables recorded by Areti
(+€ 5,406 thousand) from Cassa per i Servizi Energetici e Am-
bientali (CSEA) the increase in which is associated with the pur-
chase of Energy Efficiency Certificates necessary to achieve the
energy saving target; iv) higher receivables for Green Certificates
accrued attributable to Acea Produzione (+€ 1,246 thousand) and
Acea Ambiente (+€ 133 thousand) v) and from the reduction in
receivables from the OTAA entirely attributable to SII (-€ 10,971
thousand) and attributable in part to the negative adjustments of
the costs updatable in 2023 and in part to the reversal of compo-
nents related to previous years.

Accrued income and prepaid expenses

These amounted to € 23,847 thousand (€ 19,606 thousand at
31 December 2020) and refer mainly to rent on public land, lease
payments and insurance. The change was a positive € 4,242 thou-
sand.

Active derivative instruments on commodities

The item, of € 71,678 thousand, is entirely referable to Acea Ener-
gia and represents the measurement of commodity hedging deriva-
tives; these transactions, as they are considered effective, are offset
in the specific Shareholders’ Equity reserve and at 31 December
2021 there were no changes in fair value referable to the ineffective
portion to be recognised in the income statement.

We can note that among the “Other current liabilities” the item “Cur-
rent derivative instruments” is recognised for € 44,553 thousand.
For these transactions classified as cash flow hedges, changes in
fair value were recognised, limited only to the effective portion, in
a specific equity reserve called “cash flow hedge reserve” through
the statement of comprehensive income. There are no changes in
fair value relating to the ineffective portion to be recognised on the
profit or loss.

BUSINESS MODEL
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The table below shows the details of the values divided by commod-
ity:
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31/12/2021 31/12/2020
Fair value Fair value Fair value Fair value Change
of assets of liabilities Net effect of assets of liabilities Net effect net effect

Derivatives on commodities
Power portfolio 59,461 44 551 14,910 63 - 63 14,847
GAS portfolio 12,217 2 12,215 1,982 - 1,982 10,232
Total derivatives on
commodities 71,678 44,553 27,125 2,045 - 2,045 25,080
25.d - Current tax assets
These amounted to € 24,183 thousand (€ 9,618 thousand at 31
December 2020) and include IRAP and IRES receivables.
25.e - Current financial assets
€ thousand 31/12/2021 31/12/2020 Change % change
Financial receivables from the Parent Company Roma Capitale 107,664 142,256 (34,592) 24.3%)
Financial receivables from subsidiaries and associates 2,568 2,509 59 24%
Financial receivables from third parties 295412 235,094 60,318 25.7%
Securities 2,300 0 2,300 n.s.
Total 407,944 379,859 28,085 7.4%

Financial receivables from the Parent Company Roma
Capitale

These totalled € 107,664 thousand, recording a decrease of
€ 34,592 thousand compared to 31 December 2020. They rep-
resent the unconditional right to receive cash flows in line with the
methods and timing envisaged in the service agreement for public
lighting management. Further details are provided in the note Re-
ceivables due from the Parent Company Roma Capitale.

Financial receivables from associates and joint ventures

These amounted to € 2,568 thousand and were more or less un-
changed compared to 31 December 2020; they refer to Consorcio
Agua Azul and are related to loans granted by one of the share-

Financial receivables from third parties

These amounted to € 295,412 thousand (€ 235,094 thousand at
31 December 2020) and are essentially made up of short-term de-
posit lines of the Parent Company (€ 274,813 thousand).

Securities
These amounted to € 2,300 thousand and refer to investments of
liquidity related to Deco.

25.f - Cash and cash equivalents

The balance at 31 December 2021 of bank current accounts and
postal accounts, opened with the various banks and Post Offices
by the consolidated companies amounted to € 680,820 thousand.

holders. The table below illustrates the detailed breakdown:

€ thousand 31/12/2021 31/12/2020 Change % change
Bank and postal deposits 666,245 637,730 28,515 45%
Cheques 6,421 2,096 4325 n.s.
Cash and similar items of value on hand 8,154 2,383 5,770 n.s.
Total 680,820 642,209 38,611 6.0%

26. Assets held for sale

At 31 December 2021 “Non-current assets held for sale” amount-
ed to € 168,425 thousand (no value at 31 December 2020) and

refer to the reclassification according to IFRSS of the assets related

to the agreement for the sale of the majority stake in the compa-
ny that will hold the Acea group’s photovoltaic plants (Acea Sun
Capital). For more information please see the paragraphs with the
details.

BUSINESS MODEL
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LIABILITIES

At 31 December 2021 these amounted to € 10,628,886 thousand
(€ 9,673,614 thousand at 31 December 2020), recording an in-

crease of € 955,272 thousand (9.9%) over the previous year, and

are broken down as follows:

€ thousand 31/12/2021 31/12/20 Change % change
Shareholders' equity 2,516,420 2,323,258 193,162 8.3%
Non-current liabilities 5,514,512 4,839,048 675464 14.0%
Current liabilities 2,550,553 2,511,308 39,245 1.2%
Liabilities closely associated with assets held for sale 47402 0 47402 n.s.
Total liabilities 10,628,886 9,673,614 955,272 9.4%

27. Shareholders’ equity -

€ 2,516,420 thousand

At 31 December 2021, shareholders’ equity amounted to
€ 2,516,420 thousand (€ 2,323,258 thousand at 31 December
2020). The changes that occurred compared to the previous year
are illustrated in detail in the specific table.

Share capital

This amounts to € 1,098,899 thousand, represented by

212,964,900 ordinary shares with a par value of € 5.16 each, as

shown in the Shareholders’ Register. The share capital is subscribed

and paid-up in the following manner:

+ Roma Capitale: 108,611,150 ordinary shares for a total par value
of € 560,434 thousand;

+  Market: 103,936,757 shares for a total par value of € 536,314
thousand;

+ Treasury shares: 416,993 for a total par value of € 2,151 thou-

sand.

Legal reserve

The legal reserve includes 5% of the profits from previous years,
in accordance with article 2430 of the ltalian Civil Code, and it
refers to the legal reserve of the Parent Company amounting to

€ 138,649 thousand.

Other reserves and retained earnings

At 31 December 2021 these amounted to € 573,114 thousand
against € 453,724 thousand at 31 December 2020.

In addition to the allocation of the previous year’s result, the change

of € 121,893 thousand derives mainly from: i) distribution of divi-

dends of the Parent Company for € 170,038 thousand and i) in-
crease in cash flow hedges of financial instruments and commod-
ities for € 20,283 thousand iii) increase of € 6,812 thousand in
actuarial gains and losses reserves; iv) decrease in the exchange rate
reserve for € 19 thousand.

At 31 December 2021 Acea held 416,993 treasury shares to be
used for future medium/long-term incentive schemes. At this time
there are no medium/long-term share-based payment schemes
planned.

Third parties Shareholders’ Equity

This amounted to € 392,449 thousand, an increase of € 34,020
thousand. The change between the two periods compared, in ad-
dition to the change in the portion of profits pertaining to minority
interests, is mainly due to the change in the consolidation scope
(+€ 9,026 thousand), for the acquisition of 35% of the shares of
Solaria (effect including the allocation of Goodwill) and of 10% of
Demap and to the acquisitions of Meg and As Recycling, as well as
the allocation to non-controlling interests of goodwill arising during
evaluation (+€ 14,974 thousand), about which more information
can be found in the relevant section of the notes.

28. Employee severance indemnity and other
defined benefit plans — € 120,150 thousand
At 31 December 2021, this item amounted to € 120,150 thousand
(€ 122,047 thousand as at 31 December 2020) and represents
termination and other benefits payable to employees on retirement
or termination of employment.

The following table shows the change in actuarial liabilities during
the period.

€ thousand 31/12/2021 31/12/2020 Change % change
Benefits due at the time of termination of employment ns.
- Employee severance indemnity 62,313 67,029 4,17 (7.0%)
- Extra months 8,989 10,150 (1,160) M.4%)
- Long-Term Incentive Plans (LTIP) 858 1,600 (742) (46.4%)
Post-employment benefits n.s.
- Tariff subsidies 21,584 26,033 (4,449) (171%)
- lIsopensione (early retirement) 26,406 17,235 9 53.2%
Total 120,150 122,047 1,897) (1.6%)
In addition to the provision which, pursuant to the revised leg- to IAS 19.

islation on Termination Benefits, consists of the employee ter-
mination benefits accrued until 31 December 2006, the change
reflects the revised discount rate used for the valuation according

As required by paragraph 78 of IAS 19, the interest rate used to
calculate the present value of the obligation was based on returns,
at the end of the reporting period, on securities of major companies
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listed on the same financial market as Acea, and on returns on gov-
ernment bonds in circulation at the same date that have terms to
maturity similar to the residual term of the liability for the workforce
in question.
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As regards the economic and financial scenario, the following table
shows the main parameters used for the evaluation.

31/12/2021 31/12/2020
Discount rate 1.0% 0.3%
Revenue growth rate (average) 1.6% 1.6%
Long-term inflation 1.8% 1.0%

With regard to the measurement of the Group Employee Bene-
fits (Employee severance indemnity (TFR), Monthly bonuses, tar-
iff subsidies for current and retired staff) a sensitivity analysis was

performed to assess the changes in the liability resulting from both
positive and negative shifts of the rate curve (+0.5% shift /- 0.5%
shift). The results of this analysis are summarised below.

Discount Rate

Type of plan -€ million +0.5% -0.5%
Employee severance indemnities (TFR) -34 +4.0
Tariff subsidies -09 +0.9
Extra months -04 +04

Furthermore, a sensitivity analysis was performed related to the age
of the group, hypothesizing a group one year younger than the ac-

tual one. Sensitivity analyses were not performed for other variables
such as, for example, inflation rate.

Type of plan -€ million -1year of age
Employee severance indemnities (TFR) -0.6
Tariff subsidies -0.6
Extra months +04

29. Provisions for risks and charges -

€ 193,318 thousand

At 31 December 2021, the provision for risks and charges amount-
ed to € 193,318 thousand (€ 156,951 thousand at 31 December
2020) and is allocated to hedge among other things probable li-
abilities that may derive from ongoing legal disputes, on the basis
of that stated by internal and external lawyers, without considering
those that could be successful and those that could be lost being
assessed exclusively as possible.

When calculating the size of the provisions, account is taken both of
the estimated costs that may derive from litigation or other disputes
arising during the year and an update of estimates of the potential
liabilities deriving from the litigation involving the Company in pre-
vious years.

The following table shows a breakdown of provisions and move-
ments in the year:

Rel for Reclassifications/
€ thousand 31/12/2020 Uses Provisions provisions  Other changes 31/12/2021
Legal 16,173 (3,327 4,216 (1,489) 746 16,319
Taxes PAV (65) 195 (2,129) 84 7,255
Regulatory risks 27,432 (1,139) 5,326 @7m (386) 30,961
Investees 10,308 0 0 (156) (2,662) 7,490
Contributory risks 1,107 0 n 0 @ 117
Insurance deductibles 10,980 (2,246) 2,498 87 (281 10,863
Other risks and charges 23,690 (543D 7,817 784) 784 26,075
Total provision for risks 98,860 (12,209) 20,063 (4,916) 1,718) 100,080
Early retirements and redundancies 31,762 (25,963) 21,735 0 (40) 27,493
Post mortem 17,591 42) (140) 0 35,739 53,149
Provision for expenses payable to others 8,738 (1,622) 5400 0 80 12,596
Total provisions for expenses 58,090 (27,627) 26,995 0 35,779 93,238
Total provisions for risks and charges 156,951 (39,836) 47,058 (4,916) 34,061 193,318

The item shows a total increase of € 36,368 thousand of which

a significant part due to the change in scope and in particular to
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the Post Mortem provisions related to the consolidation of Deco for
€ 18,112 thousand and Ecologica Sangro for € 17,472 thousand.

It should be noted that the provision of € 21,735 thousand refers
to the estimate of costs relating to redundancy and mobility as
well as future early retirement incentive plans; this amount repre-
sents the net balance between provisions for the period amounting
to € 27,168 thousand and releases due to surplus amounting to
€ 5,434 thousand.

Acea considers that the settlement of ongoing disputes and oth-
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er potential disputes should not create any additional charges for
Group companies, with respect to the amounts set aside, which
represent the best estimate possible on the basis of elements avail-
able as of today.

For further information please refer to the section “Update on ma-
jor disputes and litigation”.

30. Non-current borrowings and financial

liabilities — € 4,791,979 thousand

BUSINESS MODEL

€ thousand 31/12/2021 31/12/2020 Change % change
Bonds 4141952 3,253,444 888,508 27.3%
Medium/long-term borrowings 610,298 841,464 (231166) (27.5%)
IFRS 16 financial payables 39,729 59,343 (19,613) (331%)
Total 4,791,979 4,154,251 637,729 (33.2%)

The figures in the table include the fair value, at 31 December 2021,

which are shown separately from the hedged instrument in the table

of hedging instruments entered into and certain Group companies below.

Hedged Derivative Hedged Derivative
€ thousand instrument fair value 31/12/2021 instrument fair value 31/12/2020
Bonds 4120169 21,783 4141952 3,230,695 22,749 3,253,444
Medium/long-term borrowings 608,398 1900 610,298 834,790 6,673 841464
Non-current borrowings and financial
liabilities 4,728,566 23,683 4,752,250 4,065,486 29,422 4,094,908

Bonds

On 21 January 2021, Acea SpA completed placement of a Green
Bond for a total amount of € 900 million, with maturity 6 April
2029 divided into in two series, the Green Financing Framework
recently published and under the € 4 billion Euro Medium Term
Notes (EMTN) programme (the “Bonds™), with the Base Prospec-
tus as last updated on 24 July 2020 and subsequently amended on
15 January 2021. The first series totalled € 300 million, with a rate
of 0% and maturity on 28 September 2025 (the “2025 Bonds”)
and the second series totalled € 600 million, with a rate of 0.25%
and maturity on 28 July 2030 (the “2030 Bonds™). The bonds are
governed by English law. Starting from 28 January 2021, the bonds
are listed on the regulated market of the Luxembourg Stock Ex-
change, where the prospectus was filed.

Bonds amounted to € 4,141,952 thousand at 31 December 2021
(€ 3,253,444 thousand at 31 December 2020) and refer to the
following:

» € 598,588 thousand (including the long-term portion of the
contract related costs) relating to the 10-year fixed-rate bond
issued by Acea in July 2014, as part of the Euro Medium Term
Notes (EMTN) programme of € 1.5 billion. The bonds, which
have a minimum denomination of € 100,000 and mature on
15 July 2024, pay an annual gross coupon of 2.625% and were
placed at an issue price of 99.195%. The effective gross yield at
maturity is equal to 2.718%, corresponding to a yield of 128 basis
points above the 10-year midswap rate. The bonds are governed
by English law. The settlement date was 15 July 2014. Interest
accrued during the period amounted to € 15,750 thousand,;

+ € 495,909 thousand (including the long-term portion of the
costs attached to the contract) relating to the bond issued by
Acea in October 2016 for the EMTN programme for a total
amount of € 500,000 with a 10-year fixed-rate duration. The
bonds, which have a minimum denomination of € 100,000 and

expire on 24 October 2026, pay an annual gross coupon of 1%
and were placed at an issue price of 98.377%. The bonds are
governed by English law. The settlement date was 24 October
2016. Interest accrued during the period amounted to € 2,479
thousand;

»  €152,744 thousand relating to the Private Placement which, net of
the Fair Value of the hedge, a negative € 21,796 thousand, amount -
ed to € 174,541 thousand. This fair value is allocated to a specific
equity reserve. A suitable exchange reserve includes the exchange
rate difference, a negative €12,364 thousand, of the hedged instru-
ment calculated on 31 December 2021. The exchange rate at the
end of 2021 stood at € 130.90 against € 12618 as at 31 December
2020. Interest accrued during the period amounted to € 3,806
thousand. This is a private bond (Private Placement) for an amount
of 20 billion Japanese Yen with a maturity of 15 years (2025). The
Private Placement was underwritten entirely by a single investor
(AFLAC). Coupons are paid on a semi-annual basis every 3 March
and 3 September applying a fixed rate in Yen of 2.5%. At the same
time, a cross currency transaction was carried out to transform the
Yen currency into Euro and the Yen rate applied into a fixed rate in
Euro. The cross-currency transaction requires the bank to pay h,
with a deferred semi-annual maturity, 2.5% out of 20 billion Japa-
nese Yen, while Acea must pay the bank the coupons on a quarterly
postponed basis at a fixed rate of 5.025%. The loan agreement and
the hedging contract contain an option, respectively, for the inves-
tor and the agent bank, connected to the trigger rating: the debt
and its derivative can be recalled in their entirety in the event that
Aced’s rating falls below the level of investment grade or in the event
that the debt instrument loses its rating. At the end of the year the
conditions for the possible exercise of the option did not occur;

« € 299,975 thousand (including the long-term portion of the
costs associated with the conclusion) relating to the bond loan
issued by Acea on 1 February 2018 with a maturity of Syears ata
variable rate (Euribor 3 months +0.37%) under the EMTN pro-
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gramme. Interest accrued during the period amounted to zero;

+ € 692,268 thousand (including the long-term portion of the
costs associated with the conclusion) relating to the bond loan
issued by Acea on 1 February 2018, with a fixed rate of 1.5% for
the duration of 9.5 years under the EMTN programme. Interest
accrued during the period amounted to € 10,500 thousand.

« € 495,027 thousand (including the long-term portion of costs
associated with the conclusion) relating to the bond loan issued
by Acea on 23 May 2019, with a fixed rate of 1.75% for the du-
ration of 9 years under the EMTN programme. Interest accrued
during the period amounted to € 8,750 thousand;

+ €495,960 thousand (including the long-term portion of costs
associated with the conclusion) relating to the bond loan issued

by Acea on 29 January 2020, with a rate of 0.50% for the du-
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ration of 9 years under the EMTN programme. Interest accrued
during the period amounted to € 2,500 thousand;

» €299,639 thousand (including the long-term portion of costs
associated with the conclusion) related to the newly-issued
Green Bond with maturity 28 September 2025 and rate of 0%;

» €590,045 thousand (including the long-term portion of costs
associated with the conclusion) related to the newly-issued
Green Bond with maturity 28 July 2030 and rate of 0.25%;
Interest accrued during the period amounted to € 1,389 thou-
sand.

The following is a summary of the bonds, including the short-term
portion:

FV hedging Interest

€ thousand Gross payables * instrument accrued ** Total
Bonds:

Issued in 2014 597,669 0 7,336 605,004
Private Placement issued in 2014 152,726 21,796 655 175177
Issued in 2016 494,863 0 945 495,809
Issued in 2018 990,351 0] 5955 996,305
Issued in 2019 494170 0] 5,346 499,516
Issued in 2020 495,325 0 1,849 497175
Issued in 2021 888,266 0 645 888,911
Total 4,113,370 21,796 22,731 4,157,897

Including amortised cost.
Including deferrals on hedging instruments.

Medium/long-term borrowings (including short-term
portions)

These amounted to € 705,968 thousand (€ 953,558 thousand at
31 December 2020) and can be broken down as follows: (i) paya-
bles related to principal outstanding falling due beyond 12 months
totalling € 610,298 thousand (€ 841,464 thousand at 31 Decem-
ber 2020), (i) the portions of the same borrowings falling due in
the 12 months thereafter, totalling € 95,671 thousand (€ 112,094
thousand at 31 December 2020); these amounts include the fair
value portion totalling € 1,900 thousand (€ 6,673 thousand at 31

December 2020) of derivative instruments intended to hedge in-
terest rate risks.

The decrease refers to the Parent Company for € 207,438 thou-
sand, owing mainly to early repayment of the loan taken out in
2020 for an amount of € 100,000 thousand and to early repay-
ment of the principal of € 52,778 thousand of a part of the EIB loan
entered into in 2014.

The following table shows medium/long—term borrowings by matu-
rity and type of interest rate:

Due from 31/12/2022
€ thousand Total residual debt By 31/12/2022 to 31/12/2026 After 31/12/2026
Loans:
- fixed rate 183,184 29,745 121,089 32,350
- floating rate 353,71 57,506 168,460 127,746
- floating rate cash flow hedge 169,074 8,420 75,618 85,035
Total 705,968 95,671 365,167 245,131

The fair values of hedging derivatives totalled € 1,900 thousand and
are referred almost exclusively to ADF.

The Group’s main medium/long—term borrowings are subject to
covenants to be complied with by the borrowing companies in ac-
cordance with normal international practices.

In particular, the loan taken out by areti is subject to a financial
covenant. On this point we can note that while awaiting the for-
malisation of the correct and updated interpretation of the method
of calculating the financial parameter, Acea and Cassa Depositi e

Prestiti agreed, in a Letter of Consent signed on 18 February 2022,

to change, limited to the Company and not to the Consolidation,
the threshold value of the same going from 0.65 to 0.75, with ef-
fect starting from the financial statements at 31 December 2021
and until expiry of the loan contract.

The loan agreements entered into by the Parent Company envis-

age:

« standard Negative Pledge and Acceleration Events clauses;

o clauses requiring compulsory credit rating monitoring by at least
two major agencies;



LETTER TO SHAREHOLDERS GROUP STRUCTURE INVESTOR RELATIONS

1. REPORT ON OPERATIONS 2. ACEA FINANCIAL STATEMENTS 3. CONSOLIDATED

o clauses requiring the company to maintain a credit rating above
certain levels;

+ the obligation to arrange insurance cover and maintain owner-
ship, possession and usage of the works, plant and machinery
financed by the loan through to the maturity date;

e periodic reporting requirements;

+ clauses giving lenders the right to call in the loans on the occur-
rence of a certain event (i.e. serious errors in the documentation
provided when negotiating the agreement, default on repay-
ments, the suspension of payments, etc.), giving the bank the
right to call in all or a part of the loan.

During the year there was no evidence that any of the covenants
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had not been complied with.

Information on the fair value of the above borrowings is provided in
the section “Additional disclosures on financial instruments and risk
management policies”.

The table below shows the fair value of borrowings broken down by
type of loan and interest rate as at 31 December 2021. The fair val-
ue of medium and long-term debt is calculated on the basis of the
risk-free and the risk-adjusted interest rate curves. As regards the
type of hedge for which the fair value is calculated and with refer-
ence to the hierarchies required by the IASB, given that they are
composite instruments, they are categorised as level 2 in the fair
value hierarchy.

Loans Amortised cost Risk-less FV Delta Risk adjusted FV Delta
€ thousand (A) (B) (A-B) (@) (A-C)
Bonds 4,157,897 4,403,983 (246,086) 4,328,276 (170,379)
- fixed rate 183,184 214,779 (31,596) 213,233 (30,049
- floating rate 353,71 356,687 (2,976) 352,015 1,696
- floating rate cash flow hedge 169,074 192,971 (23,897) 190,046 (20,973)
Total 4,863,866 5,168,421 (304,555) 5,083,570 (219,705)

IFRS16 financial payables

This item includes the long-term portion of the financial payable

deriving from the impact of IFRS16 amounting to € 39,729 thou-

Within 12 months

sand, of which the short-term portion amounts to € 13,965 thou-
sand. The cash flows the Group is potentially exposed to are shown
below, broken down by maturity date:

Residual debt

Within 24 months Within 5 years

IFRS16 liabilities

13,965 24,786 14,944 53,695

We can note that the debt is discounted using a risk-free rate with
a maturity equal to the residual duration for each contract, plus the

credit spread assigned to Acea by Moody’s. We must specify that

the reduction in the debt related to the application of IFRS16 is im-
pacted by the reduction of € 16,548 thousand owing to the IFRS5

reclassification.

31. Other non-current liabilities -€ 409,064 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Advances received 167,342 175,209 (7,867) 4.5%)
Water and electrical connection fees 46,397 43,218 3,180 74%
Capital grants 152,646 147,379 5,267 3.6%
Accrued expenses and deferred income 42,678 39,993 2,685 6.7%
Total other liabilities 409,064 405,799 3,265 0.8%

Advances from end users and customers

The item Advances includes: (i) the amount of the security de-
posits and consumption advances of the water companies and (ii)
the amount of the deposits concerning the liabilities for advances

on electricity consumption paid by the customers of the standard
market and interest-bearing under the conditions envisaged by the

rules of the ARERA (resolution no. 204/99).

€ thousand 31/12/2021 31/12/2020 Change % change
Advances from users 9,277 16,652 (7,375) (44.3%)
User guarantee deposwts 147,040 151,571 (4,531 (3.0%)
Advances from other customers 11,025 6,987 4,039 57.8%
Total 167,342 175,209 (7,867) (4.5%)

The decrease in the item guarantee deposits is referable mainly to
Acea Energia (-€ 4,964 thousand) in relation to customers leaving
the Protected Categories market; the increase in the item advances

from customers is referable to SIMAM (+€ 4,077 thousand), while

the change in the item advances from users derives from the re-
classification of the advances from the GSE directly reducing trade
receivables.

BUSINESS MODEL
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Capital grants and water connection fees

Water connection contributions amounted to € 46,397 thousand
(€ 43,218 thousand at 31 December 2020), while plant contribu-
tions amounted to € 152,646 thousand (€ 147,379 thousand at 31

These payments on behalf of plants registered in the liabilities annu-
ally are attributed by share to the profit and loss account in relation
to the duration of the investment to which the issuance of the con-
tribution is connected. The amount recognised as income is deter-

December 2020). mined on the basis of the useful life of the asset to which it refers.
32. Current liabilities - € 2,550,553 thousand

€ thousand 31/12/2021 31/12/2020 Change % change
Borrowings 285,222 419,822 (134,601 (321%)
Payables to suppliers 1,706,363 1,627,119 79,244 49%
Tax payables 18,962 40,217 (21,255) (529%)
Other current liabilities 540,005 424150 115,856 27.3%
Current liabilities 2,550,553 2,511,308 39,245 1.6%
32.a - Financial payables

€ thousand 31/12/2021 31/12/2020 Change % change
Payables to banks for short-term credit lines 4,800 95142 (90,342) (95.0%)
Payab|es to banks for loans 95,671 112,094 (16,424) (14.7%)
Short-term bonds 15,945 16,813 (868) (5.2%)
Payables to the controlling shareholder Municipality of Rome 120,137 133,683 (13,546) (10.1%)
Payables to subsidiaries and associates 13 26 13) (50.8%)
Payables to third parties 34,691 47765 (13,073) (27.4%)
IFRS16 financial payables within one year 13,965 14,300 (335) (2.3%)
Total 285,222 419,822 (134,601) (32.1%)

Payables to banks for short-term credit lines

These amounted to € 4,800 thousand (€ 95,142 thousand at 31
December 2020), showing a decrease of € 90,342 thousand,
mainly attributable to the Parent Company in relation to repayment

of the three disbursements during 2020 for a total of € 90 million.

Payables to banks for loans

These amounted to € 95,671 thousand (€ 112,094 thousand at 31
December 2020), and refer to the current portion of bank loans
falling due within twelve months. The change is attributable main-
ly to the Parent Company (-€ 14,138 thousand) and is related to
early repayment of the principal of a part of the EIB loan taken out
in 2014 and full repayment of the loan entered into on 31 March
2008 for an initial amount of € 100,000 thousand.

Short-term bonds
These amounted to € 15,945 thousand (€ 16,813 thousand at 31
December 2020). The decrease in short-term bonds was € 868

thousand and can be attributed mainly to the measurement of the

portion of amortised cost related to the bond loans for a total effect
of € 1,513 thousand only partially offset by the accrued expenses
related to the bond newly issued during 2021 the negative effect of
which was € 641 thousand.

Payables to the Parent Company Roma Capitale

These amounted to € 120,137 thousand (€ 133,683 thousand at
31 December 2020) and recorded a decrease resulting from the
combined effect of the resolution of the Parent Company’s divi-

dends, offset by the payment of dividends during the period.

Payables to subsidiaries and associates
These amounted to € 13 thousand, down compared to 31 Decem-

ber 2020.

Payables to third parties

These amounted to € 34,691 thousand (€ 47,765 thousand at 31
December 2020) and the reduction is mainly attributable to lower
payables to factors of areti. The item can be represented as follows:

€ thousand 31/12/2021 31/12/2020 Change % change
Dividends payable to shareholders 330 922 (592) 64.2%)
Financial payables due to factors 27,586 39,675 (12,089) (30.5%)
Other financial payables 6,775 7,68 (393) (5.5%)
Total 34,691 47,765 (13,073) (27.4%)
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IFRS16 financial payables within one year
These payables, totalling € 13,965 thousand, represent the short-
term portion of the financial debt as at 31 December 2021 recorded

32.b - Trade payables
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following application of the IFRS16 international standard. For ad-
ditional information refer to note 29.

€ thousand 31/12/2021 31/12/2020 Change % change
Payables to suppliers 1,637,739 1,535,067 102,671 6.7%
Payables to the Parent Company 62,462 87,634 (25172) (28.7%)
Payables to subsidiaries and associates 6,163 4417 1,746 39.5%
Payables to suppliers 1,706,363 1,627,119 79,244 4.9%

Payables to third-party suppliers

Payables to suppliers amounted to € 1,637,739 thousand. The in-
crease, of €102,671 thousand, is attributable to the opposing effect
of the increase in payables recorded in Acea Energia (+€ 205,449
thousand) referable mainly to the increase in energy and gas prices
and an increase in volumes purchased and GORI (+€ 27,651 thou-
sand) on the one hand and the decrease in the payables of areti
(-€ 137,501 thousand) and Acea Ato2 (-€ 21,073 thousand) on
the other. The change in the consolidation scope had an impact
for € 10,588 thousand and refers mainly to Deco (+€ 6,386
thousand) and MEG (+€ 3,043 thousand). We can note that the
change in areti is due mainly to resolution 231/2021/R/eel with
which ARERA transferred collection of the ASOS tariff compo-
nent (including A3), paid by the distributors, from the GSE to the
CSEA. The latter, in accordance with what was already provided for
by the Authority with Resolution 231, with Circular no. 23/2021/elt
established that all distributors must make payment of the ASOS
component starting from what is invoiced in May 2021. The res-
olution entailed a reallocation of the payable, which was previously
recognised in payables to suppliers, to other current liabilities.

The Group has entered into factoring agreements, typically in the
reverse factoring technical form. On the basis of the contractual
structures in place the supplier has an option sell, at its discretion,
the receivables from the company to a lending bank. In some cas-
es, the payment deadline set in the invoice is further deferred by
agreement between the supplier and the Group; these delays are
granted against payment of a fee.

If the payment has been deferred, a quantitative analysis is per-

with the provisions of IAS 39 AG62. In this context, the relation-
ships for which the primary obligation with the supplier is maintained
and the deferral of the payment deadline, if granted, does not in-
volve a substantial change in payment terms, retain their nature and
are therefore classified as trade payables.

Trade payables due to the Parent Company Roma Capitale
These amounted to € 62,462 thousand and are commented on
with the trade receivables in paragraph 25b of these notes.

Trade payables due to subsidiaries and associates

Trade payables to subsidiaries and associated companies amounted
to € 6,163 thousand and include payables to companies consoli-
dated using the equity method. Compared to 31 December 2020
the item shows an increase attributable to Acea Energia (+€ 2,262
thousand) and Cesap Vendita Gas (+€ 1,147 thousand) offset in
part by the reduction recorded in Acquedotto del Fiora (-€ 1,681
thousand).

32.c - Tax payables

These amount to € 18,962 thousand (€ 40,217 thousand at 31 De-
cember 2020) and include the IRAP and IRES tax burden for the
period. The decrease of € 21,255 thousand is mainly attributable to
the Parent Company (-€ 13,969 thousand), to GORI (-€ 3,409
thousand) and to Acquedotto del Fiora (-€ 2,564 thousand).

32.d - Other current liabilities
These are equal to € 540,005 thousand and are represented as

formed aimed at verifying whether the change of contractual terms follows:

is material; this is made through a quantitative test in accordance

€ thousand 31/12/2021 31/12/2020 Change % change
Payables to social security institutions 28,519 25,21 3,308 131%
Accrued expenses and deferred income 58,421 56,120 2,301 41%
Other current liabilities 453,065 342,818 10,247 32.2%
Total 540,005 424,150 115,856 27.3%

Payables to social security institutions

These amounted to € 28,519 thousand and show an increase of
€ 3,308 thousand compared to 31 December 2020, mainly at-
tributable to Acea Elabori (+€ 1,519 thousand) and Acea Ato2
(+€ 396 thousand) and to which the change in scope generated by
the acquisitions of Deco, Meg, Ecologica Sangro and AS Recycling
contributes minimally, for € 235 thousand.

Accrued expenses and deferred income

This item amounted to € 58,421 thousand (€ 56,120 thousand at 31
December 2020). The increase is mainly attributable to Acea En-
ergia (+€ 1,115 thousand), to the Parent Company for € 818 thou-
sand and to the change in the scope attributable to Deco (+€ 1,673
thousand) and Meg (+€ 801 thousand) only partially offset by SlI
(-€1,228 thousand) and Umbria Energy (-€ 748 thousand).

BUSINESS MODEL
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Other current liabilities

These amounted to € 453,065 thousand, an increase of € 110,247
thousand compared to 31 December 2020; the item can be broken
down as follows:
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€ thousand 31/12/2021 31/12/2020 Change % change
Payables to Equalisation Fund 55,721 53,183 2,538 4.8%
Payables to Municipalities for concession fees 63,223 61,407 1,817 3.0%
Payables for collections subject to verification 21,464 20,024 1,441 7.2%
Payables due to personnel 52,662 48,885 3,777 77%
Other payables to Municipalities 28,004 34910 (6,906) (19.8%)
Payables to Equitalia 2,098 2,096 2 01%
Welfare contribution payables 961 1,877 (916) (48.8%)
Payables for environmental premium art. 10 of ATl4 agreement

of 13/08/2007 496 634 (139 (21.8%)
Other tax payables 84,184 61,805 22,379 36.2%
Other payables 99,699 57,998 41,701 719%
Passive derivative instruments on commodities 44553 0 44,553 n.s.
Other current liabilities 453,065 342,818 110,247 32.2%

The increase of € 110,247 thousand, was determined mainly by
the recognition of the payable for the purchase of the remaining
35% of the equity investment in Deco for € 33,590 million and for
€ 9,000 by the recognition of the payable for the option deriving
from the purchase of the equity investment in SIMAM and by the
liabilities deriving from the measurement of the hedging derivatives
on commodities of Acea Energia. Please see the item “Receivables
from others” for more information.

The change in the scope was a factor in the increase owing to the
consolidation of Deco (+€ 1,511 thousand) and Ecologica Sangro
(+€ 608 thousand). The following also contributed to the increase:
i) payables to the equalisation fund mainly attributable to Areti
(+€ 6,805 thousand) and offset in part by the downward change of
Acea Energia (-€ 3,361 thousand) mainly as a consequence of the
determination of the amount due for the year 2021 and in a resid-
ual part for the determination of the amounts due for equalisation
purposes for the years 2014-2021; ii) payables to Municipalities for
concession fees the contribution of which relates to Acea Ato2 for
€ 1,688 thousand; iii) payables to employees, the increase in which
is attributable mainly to Areti (+€ 831 thousand), GORI (+€ 831

thousand) and Acea Ato2 (+€ 411 thousand); iv) higher payables
for VAT and for surcharges of Acea Energia (+€ 16,732 thousand).
Finally, we can note the IFRSS reclassification which resulted in a
reduction of € 18,595 thousand.

The item “Passive derivative instruments on commodities” increased
by € 44,553 thousand, due to both the change in fair value at the
end of the year and the change in quantities hedged. We can note
that among the “Other current assets” the item “Active derivative
instruments” is recognised for € 71,678 thousand. For details on
the portfolios, please see the section “Other current assets”.

33. Liabilities closely associated with assets
held for sale

At 31 December 2021 “Liabilities closely associated with assets
held for sale” amounted to € 47,402 thousand (no value at 31 De-
cember 2020) and refer to the reclassification according to IFRS5
of the assets related to the agreement for the sale of the majority
stake in the company that will hold the Acea group’s photovolta-
ic plants (Acea Sun Capital). For more information please see the
paragraphs with the details.

BUSINESS MODEL
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COMMITMENTS AND CONTINGENCIES

ENDORSEMENTS, SURETIES
AND GUARANTEES
At 31 December 2021 these totalled € 450,575 thousand

(€ 478,806 thousand at 31 December 2020), recording a reduc-
tion of € 28,231 thousand.

The balance is made up of:

€ 81,598 thousand for guarantees in the interest of Acea Ener-
gia mainly for Terna, Eni Trading & Shipping, ERG Power Gen-
eration, Engie (EX EDF) and ASM Terni relating to the contract
for the electricity transport and dispatching service;

€ 20,000 thousand for the Sole Purchaser and in the interests
of Acea Energia as a back-to-back guarantee relating to the
electricity sale agreement signed between the parties;

€ 53,666 thousand in the form of a guarantee issued by Acea
to Cassa Depositi e Prestiti (the Deposit and Loans Account)
in relation to refinancing of the loan issued to areti. This is a
sole guarantee giving the lender first claim and covering all ob-
ligations linked to the original loan (€ 493 million). The sum of
€ 53,666 thousand refers to the guaranteed portion exceeding
the loan originally disbursed (€ 439 million);

€ 27,383 thousand issued by insurance companies on behalf of
Acea Ambiente in relation to waste collection plants (€ 3,921
thousand), waste collection plants with electricity production
(€ 6,607 thousand) and to the Umbria region for the manage-
ment of operational and post-operative activities of the landfill
(€ 16,715 thousand);

the guarantee of € 40,000 thousand in favour of Enel Trading
in the interests of Acea Energia as a back-to-back guarantee on
electrical energy trading transactions;

the guarantee of € 25,000 thousand for Enel Trade in the in-
terest of Acea Energia as a back-to-back guarantee on electric-
ity and gas trading transactions;

€ 16,286 thousand for the guarantees issued for areti in favour
of Terna relative to the electricity transmission service contract;
€ 2,701 thousand for the bank guarantee issued in favour of

Roma Capitale in relation to the “Progetto Tecnologico” con-
tract for the construction of the new multi-service pipe network
of Via Tiburtina and adjacent streets, in the interest of areti;

€ 4,040 thousand relating to the bank guarantee issued for
Roma Natura in connection with works to upgrade the network
in the Marcigliana Reserve;

€ 5,028 thousand for the guarantee issued in favour of ltalgas
SpAin the interest of Acea Energia, increased in January 2020;
€ 1,295 thousand relating to the bank guarantee issued by Ban-
co Bilbao Vizcaya Argentaria in favour of the GSE for the cor-
rect fulfilment of the obligation for Acea Ambiente to make the
reimbursement to the GSE;

€ 6,887 thousand relative to Acea AtoS and in particular the
obligatory surety required under article 31 of the Technical
Specifications, issued by UniCredit to OTAA, calculated on
10% of the three-year average of the Financial-Tariff Plan of
the OTAA Area Plan, which during 2019 was extended until 28
February 2023 with the amount adjusted through a new issue
for the difference;

€ 17,412 thousand for the issue of three guarantees to Belen-
ergia and Casamassima on behalf of Acea Sun Capital for the
purchase of the Special Purpose Vehicle;

€ 38,500 thousand for the issuing of a back to back guarantee
in favour of a pool of banks providing financing for the Acque-
dotto del Fiora;

€ 2,565 thousand for a surety to the Area Authority to guaran-
tee the obligations deriving from the management of the Inte-
grated Water Service of the subsidiary GORI SpA;

€ 42,339 thousand for bank sureties issued in favour of INPS as
part of the Isopensione programme;

€ 7,940 thousand for two bank sureties issued in favour of SE-
DAPAL to manage pumping stations in the city of Lima and for
maintenance of the water and sewerage network in the northern
zone;

€ 10,141 thousand for back-to-back guarantees issued to bank
institutions after the acquisition of Trinovolt, Marche Solar, Eu-

roline 3, M2D and PSL.
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BUSINESS COMBINATIONS

Below are the Business Combinations, for which recognition using
the acquisition method is to be considered definitive.

Acquisition of control over Consorcio

Agua Azul

Through Acea International, the Group holds a stake in Consor-
cio Agua Azul, with a 25.5% stake as at 31 December 2019. On
13 January 2020, the Group acquired an additional shareholding
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shareholders’” agreement was signed with the shareholder Inver-
siones (which holds 27% of the shares), which resulted in a change
of control according to IFRS10, and therefore the Company was
consolidated on a line-by-line basis as from 13 January 2020.

The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-

of 18.5%, thus increasing its shareholding to 44%. In addition, a finitive.
Azul

Net assets acquired IAS/IFRS
€ thousand Financial Statements  Adjusted fair value Fair value
Tangible fixed assets 322 0 322
Intangible fixed assets 14,965 16,156 31121
Equity investments 0 0 0
Warehouse inventories 240 0 240
Deferred taxes 2177 (4,766) (2,589)
Trade receivables 1,055 0 1,055
Other receivables 76 0 76
Financial receivables 3,514 0 3,514
Cash and cash equivalents 7,01 0 7,01
Employee severance indemnity and other defined benefit plans 0 0 0
Provisions for risks and charges (307 0 (307
Current tax assets/liabilities (172) 0 a72)
Trade payables (159) 0 (159)
Other payables (358) 0 (358)
Other financial liabilities (790) 0 (790)
Payables to banks (2,723) 0 (2,723)
Allocated goodwill 0 0 0
Net balance 24,849 11,391 36,240

- of which attributable to third parties 0 0 (20,294)
Goodwill 0 0 4406
Net value acquired 24,849 1,391 20,352
Net cash outflow for the acquisition (20,352)
Cash and cash equivalents acquired 7,01
Repayment of financial payables
Payables to banks (2,723)
Net cash flow (16,064)
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Acquisition of Cavallari and Ferrocart Group

On 22 April 2020, through Acea Ambiente the Group acquired
60% of the companies Ferrocart and Cavallari, which in turn owns
100% of Multigreen (a company later merged into Cavallariin 2021
with effectiveness from 1January 2021). The companies own a total
of four plants with a total authorised capacity of over 145 thou-
sand tonnes per year, operate in the provinces of Terni and Anco-
na, carrying out sorting and recovery of paper, iron, timber, plastics
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and metals and are also active in the management of the separate
collection of production waste and packaging as well as waste dis-
posal. Note that the put options to acquire an additional 20% stake
in Ferrocart and Cavallari were respectively measured at € 2,300
thousand and € 2,800 thousand.

The operation was recognised to comply with the Purchase Price Al-
location required by the international accounting standard IFRS3 ac-
cording to the acquisition method and the related results are definitive.

Cavallari/Multigreen Ferrocart
IAS/IFRS IAS/IFRS

Net assets acquired Financial Adjusted Financial Adjusted
€ thousand Statements fair value Fair value Statements fair value Fair value
Tangible fixed assets 5,126 2,326 7,452 1,570 238 1,808
Intangible fixed assets 1,393 1,978 13,371 1,537 9,168 10,705
Equity investments 6 0 6 0 0 0
Warehouse inventories 66 0 66 95 0 95
Deferred taxes 51 4,120) (4,069) 22 2,7 (2,688)
Trade receivables 4335 0 4335 2,867 0 2,867
Other receivables 404 0 404 190 0 190
Financial receivables 157 0 157 2,600 0 2,600
Cash and cash equivalents 2,716 0] 2,716 3,867 0 3,867
Employee severance indemnity and other
defined benefit plans (889) 0 (889) (2810 0 (281
Provisions for risks and charges 0 0 0 (820) 0 (820)
Current tax assets/liabilities 225 0 225 (144) 0 (144)
Trade payables (2144) 0 (2144) (899) 0 (899)
Other payables (1,209 0 (1,209) (331 0 (331
Other financial liabilities (1,089 (1,089) (1,047) 0 1,147
Payables to banks (4,885) 0 (4,885) (3,120) 0 (3,120)
Allocated goodwill 0 0 0 0 0 0
Net balance 4,262 10,184 14,447 6,008 6,695 12,703

- of which attributable to third parties (5,779) (5,081
Goodwill 2,072 2,096
Net value acquired 10,740 9,718
Net cash outflow for the acquisition (10,740) (9,718)
Cash and cash equivalents acquired 2,716 3,867
Repayment of financial payables 0 0
Payables to banks (4,885) (3,120)
Net cash flow (12,909) (8,972)

BUSINESS MODEL
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Acquisition of photovoltaic companies
Starting from 2020, through Acea Sun Capital and Acea Solar, the
Group has acquired a number of companies that hold photovoltaic

plants. In detail during 2020 Fergas, Euroline3, IFV Energy and PF
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Power for Future were acquired, while during 2021 JB Solar, PSL,

M2D and Solarplant were acquired.

The operations were recognised in accordance with the Purchase Price
Allocation required by the international accounting standard IFRS3.

Fergas Euroline3
IAS/IFRS IAS/IFRS

Net assets acquired Financial Adjusted Financial Adjusted
€ thousand Statements fair value Fair value Statements fair value Fair value
Tangible fixed assets 754 0 754 140 0 140
Intangible fixed assets 201 1,313 1,514 1,450 127 1,577
Equity investments 0 0 0 0 0 0
Warehouse inventories 0 0 0 0 0
Deferred taxes 0 (366) (366) 0 (39 (39
Trade receivables 0 0 4 0 4
Other receivables 65 0 65 629 0 629
Financial receivables 0 0 0 0 0
Cash and cash equivalents 0 255 0 255
Employee severance indemnity and other
defined benefit plans 0 0 0 0 0 0
Provisions for risks and charges 0 0 0 0 0 0
Current tax assets/liabilities 30) 0 (€[0) 8 0 8
Trade payables 0 0 0 0 0 0
Other payables 0 0 0 (423) 0 423)
Other financial liabilities an3 0 amns) (2,007 0 (2,007
Payables to banks 0 0 0 0 0 0
Allocated goodwill 0 0 0 0 0 0
Net balance (123) 947 823 55 91 147

- of which attributable to third parties 0 0
Goodwill 24 (E)
Net value acquired 848 92
Net cash outflow for the acquisition (848) (92)
Cash and cash equivalents acquired 0 255
Repayment of financial payables 0 0
Payables to banks 0 0
Net cash flow (847) 163
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IFVE PFPF
IAS/IFRS IAS/IFRS

Net assets acquired Financial Adjusted Financial Adjusted
€ thousand Statements fair value Fair value Statements fair value Fair value
Tangible fixed assets 0 0 0 0 0 0
Intangible fixed assets 2,562 882 3,444 5,217 759 5,976
Equity investments 0 0 0 0 0 0
Warehouse inventories 0 0 0 0 0 0
Deferred taxes 0 (254) (254) 0 219) 219)
Trade receivables 88 0 88 124 0 124
Other receivables 1,251 0 1,251 2,019 0 2,019
Financial receivables 0 0 0 0 0 0
Cash and cash equivalents 295 0 295 264 0 264
Employee severance indemnity and other
defined benefit plans 0 0 0 0 0 0
Provisions for risks and charges 0 0 0 0 0 0
Current tax assets/liabilities ©) 0 %) @) 0 @
Trade payables ©4) 0 [CZ) ©7) 0 ©7
Other payables (406) 0 (406) (5,019 0 (5,014)
Other financial liabilities (2,906) 0 (2,906) ,417) 0 ,417)
Payables to banks 0 0 0 0 0 0
Allocated goodwill 0 0 0 0 0 0
Net balance 786 628 1,414 125 540 665

- of which attributable to third parties 0 0
Goodwill 3 (13)
Net value acquired 1,417 652
Net cash outflow for the acquisition 1,417) (652)
Cash and cash equivalents acquired 295 264
Repayment of financial payables 0 0
Payables to banks 0 0

Net cash flow (1,121) (388)
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JB Solar PSL
IAS/IFRS IAS/IFRS

Net assets acquired Financial Adjusted Financial Adjusted
€ thousand Statements fair value Fair value Statements fair value Fair value
Tangible fixed assets 2447 0 2447 2,391 0 2,391
Intangible fixed assets 715 524 1,239 307 40 346
Equity investments 0 0 0 0 0 0
Warehouse inventories 0 0 0 0 0 0
Deferred taxes 0 [(SD) (1sn 0 an an
Trade receivables 0 0 0 12 0 12
Other receivables 1 0 1 1 0 1
Financial receivables 0 0 0 0 0 0
Cash and cash equivalents 22 0 22 20 0 20
Employee severance indemnity and other
defined benefit plans 0 0 0 0 0 0
Provisions for risks and charges 0 0 0 0 0 0
Current tax assets/liabilities 0 0 0 0 0 0
Trade payables 0 0 0 0 0 0
Other payables (318) 0 (318) 0 0 0
Other financial liabilities (2810 0 281 (238) 0 (238)
Payables to banks 0 0 0 (478) 0 (478)
Statutory goodwill 959 (548) a1 0 0 0
Net balance 3,544 175) 3,369 2,014 28 2,042

- of which attributable to third parties 0 0
Goodwill 0 m
Net value acquired 3,369 2,153
Net cash outflow for the acquisition (3,369) (2,153)
Cash and cash equivalents acquired 22 20
Repayment of financial payables 0 0
Payables to banks 0 (478)

Net cash flow (3,347) (2,611)
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M2D Solarplant
IAS/IFRS IAS/IFRS

Net assets acquired Financial Adjusted Financial Adjusted
€ thousand Statements fair value Fair value Statements fair value Fair value
Tangible fixed assets 2 0 2 1,054 0 1,054
Intangible fixed assets 1,434 180 1,614 0 1,858 1,858
Equity investments 0 0 0 0 0 0
Warehouse inventories 0 0 0 0 0 0
Deferred taxes ©] (52) (56) 0 (535) (535)
Trade receivables 225 0 225 0 0 0
Other receivables 548 0 548 59 0 59
Financial receivables 0 0 0 0 0 0
Cash and cash equivalents 47 0 47 531 0 531
Employee severance indemnity and other
defined benefit plans 0 0 0 0 0 0
Provisions for risks and charges 0 0 0 0 0 0
Current tax assets/liabilities 0 0 0 3 0 3
Trade payables (109) 0 109) ©)] 0 ®
Other payables 0 0 0 0 0 0
Other financial liabilities (1,634 0 (1,634) () 0 19
Payables to banks 0 0 0 0 0 0
Statutory goodwill 0 0 0 0 0 0
Net balance 507 128 635 1,513 1,323 2,836

- of which attributable to third parties 0 0
Goodwill (85) 45
Net value acquired 550 2,881
Net cash outflow for the acquisition (550) (2,881)
Cash and cash equivalents acquired 47 531
Repayment of financial payables 0 0
Payables to banks 0 0

Net cash flow (503) (2,350)
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Acquisition of SIMAM

On 7 May 2020 the Group acquired 70% of SIMAM, a leader
in the design, construction and management of water and waste
treatment plants and in environmental interventions and remedia-
tion, with integrated solutions of high technological content.
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The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-
finitive.

SIMAM

Net assets acquired IAS/IFRS Financial
€ thousand Statements  Adjusted fair value Fair value
Tangible fixed assets 8,351 0 8,351
Intangible fixed assets 233 3,500 3,733
Equity investments 42 0 42
Warehouse inventories 5,861 0 5,861
Deferred taxes 272 (1,024) 751
Trade receivables 3,985 0 3,985
Other receivables 1,737 0 1,737
Financial receivables 0 0 0
Cash and cash equivalents 4426 0 4426
Employee severance indemnity and other defined benefit plans (1,530) 0 (1,530)
Provisions for risks and charges (579 0 (579
Current tax assets/liabilities 0 0 0
Trade payables (2922) 0 (2922)
Other payables (6,660) 0 (6,660)
Other financial liabilities (6,746) 0 (6,746)
Payables to banks 0 0 0
Allocated goodwill 0 0 0
Net balance 6,469 2,476 8,946

- of which attributable to third parties (2,684
Goodwill 15,597
Net value acquired 21,859
Net cash outflow for the acquisition (21,859)
Cash and cash equivalents acquired 4426
Repayment of financial payables 0
Payables to banks 0
Net cash flow (17,434)

BUSINESS MODEL
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Acquisition of Electric Drive ltalia
On 19 May 2020, through Acea Innovation the Group acquired
100% of the company Electric Drive ltalia, a company that pro-

I CORPORATE HIGHLIGHTS I FINANCIAL HIGHLIGHTS IORGANISATIONALMODEL |

3. CONSOLIDATED FINANCIAL STATEMENTS

4.REPORT ON CORPORATE GOVERNANCE 265

The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-

motes the development of electric mobility through advanced IT finitive.
solutions.
EDI

Net assets acquired IAS/IFRS Financial
€ thousand Statements  Adjusted fair value Fair value
Tangible fixed assets 40 0 40
Intangible fixed assets 63 946 1,009
Equity investments 0 0 0
Warehouse inventories 0 0
Deferred taxes 272) (270)
Trade receivables m 0 m
Other receivables 24 0 24
Financial receivables 0 0 0
Cash and cash equivalents 186 0 186
Employee severance indemnity and other defined benefit plans 0 0 0
Provisions for risks and charges 0 0 0
Current tax assets/liabilities (13) 0 (13)
Trade payables (18) 0 (18)
Other payables 73) 0 73)
Other financial liabilities 19 0 215)
Payables to banks 0 0 0
Allocated goodwill 0 0 0
Net balance 108 674 782

- of which attributable to third parties 0
Gooduwill 759
Net value acquired 1,541
Net cash outflow for the acquisition (1,541)
Cash and cash equivalents acquired 186
Repayment of financial payables 0
Payables to banks 0
Net cash flow (1,355)
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Acquisition of Energia SpA

On 13 May 2020, through Acea Sun Capital, the Group acquired
a 49.9% non-controlling stake in the company Energia SpA. This
company operates in the design, construction, management and
maintenance of plants for the production of electricity, including
from renewable sources. Additionally, as of the acquisition date,
the company owns two subsidised photovoltaic plants ( IV Energy
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Grant), with net power of around 7.6 MW, installed in Nepi and

Spoleto.

The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3

according to the acquisition method and the related results are de-

finitive.

Energia SpA

Net assets acquired IAS/IFRS Financial
€ thousand Statements  Adjusted fair value Fair value
Tangible fixed assets 10,282 0 10,282
Intangible fixed assets 0 7,948 7,948
Equity investments 0 0 0
Warehouse inventories 0 0 0
Deferred taxes 0 (2,291 (2,291
Trade receivables 649 0 649
Other receivables 975 0 975
Financial receivables 0 0 0
Cash and cash equivalents 189 0 189
Employee severance indemnity and other defined benefit plans 0 0 0
Provisions for risks and charges 0 0 0
Current tax assets/liabilities 0 0 0
Trade payables ©9) 0 99
Other payables (130) 0 (130)
Other financial liabilities (1,380) 0 (1,380)
Payables to banks 0 0 0
Allocated goodwill 0 0 0
Net balance 10,486 5,657 16,143

- of which attributable to third parties (8,088)
Goodwill 4,499
Net value acquired 12,555
Net cash outflow for the acquisition (12,555)
Cash and cash equivalents acquired 189
Repayment of financial payables 0
Payables to banks 0
Net cash flow (12,365)
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Allto Sangro Distribuzione Gas acquisition

On 31 August 2020, the Parent Company finalised the acquisition
of a 51% equity investment in Alto Sangro Distribuzione Gas Srl, a
company operating in the gas distribution sector, for a total price
of €19,732 thousand. We can note that, on 3 August 2021, Pes-
cara Distribuzione Gas was merged into Alto Sangro, which at the

Net assets acquired
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same time changed its name to Alto Sangro Distribuzione Gas. The
merger has accounting and tax effects backdated to 1January 2021.
The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-
finitive.

Alto Sangro Distribuzione Gas (AdistribuzioneGas)
IAS/IFRS

€ thousand Financial Statements  Adjusted fair value Fair value
Tangible fixed assets 25,347 0 25,347
Intangible fixed assets 5 8,862 8,867
Equity investments 106 0 106
Warehouse inventories 0 0 0
Deferred taxes 793 (2,552) (1,759
Trade receivables 887 0 887
Other receivables 1,615 0 1,615
Financial receivables 0 0 0
Cash and cash equivalents 931 0 931
Employee severance indemnity and other defined benefit plans (10) 0 (10)
Provisions for risks and charges 26N 0 6N
Current tax assets/liabilities 0 0 0
Trade payables (1,937 0 (1,937
Other payables (1,928) 0 (1928)
Other financial liabilities 0 0 0
Payables to banks (449) 0 (449)
Allocated goodwill 0 0 0
Net balance 24,997 6,309 31,307

- of which attributable to third parties (15,340)
Goodwill 3,766
Net value acquired 19,732
Net cash outflow for the acquisition (19,732)
Cash and cash equivalents acquired 931
Repayment of financial payables 0
Payables to banks (449)
Net cash flow (19,251)

BUSINESS MODEL
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Acquisition of control over Sl|

The Parent Company holds a 99.2% stake in Umbriadue, which in
turn holds a 25.5% stake in SlI, which is a joint stock consortium
which was awarded, through the signing of the Agreement, man-
agement of the Integrated Water Service for AURI Umbria sub-
section 4 for 30 years, that is from 31 December 2001 through
31 December 2031. On 16 November 2020, the Group acquired
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to 40%. In addition, the changes to the governance structure have
resulted in a change of control on the basis of IFRS10, and, there-
fore, the Company was consolidated on a line-by-line basis as from

17 November 2020.

The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-

an additional shareholding of 15.5%, thus increasing its shareholding finitive.
Sll

Net assets acquired IAS/IFRS
€ thousand Financial Statements  Adjusted fair value Fair value
Tangible fixed assets 51192 0 51192
Intangible fixed assets 36,409 6,832 43241
Equity investments 0 0 0
Warehouse inventories 0 0 0
Deferred taxes 381 (1,968) (1,586)
Trade receivables 44928 0 44928
Other receivables 663 0 663
Financial receivables 56 0 56
Cash and cash equivalents 1,993 0 1,993
Employee severance indemnity and other defined benefit plans (198) 0 (198)
Provisions for risks and charges 367 0 367
Current tax assets/liabilities 0 0 0
Trade payables (5,689) 0 (5,689)
Other payables (56,507) 0 (56,507)
Other financial liabilities (37,821 0 (37,821
Payables to banks 0 0 0
Allocated goodwill 0 0 0
Net balance 35,040 4,864 39,904

- of which attributable to third parties (23,943)
Revaluation of previously owned share (5,283)
Goodwill 305
Net value acquired 10,984
Net cash outflow for the acquisition (10,984)
Cash and cash equivalents acquired 1,993
Repayment of financial payables 0
Payables to banks 0
Net cash flow (8,991)

We can note that the stake previously held was revalued, in line
with the provisions of IFRS3, through the recognition of income of
€ 5,283 thousand.
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Belaria acquisition

On 21 July 2020, Acea Sun Capital finalised the acquisition of a
49% non-controlling interest in Belaria Srl, for the price of € 4,133
thousand, of which € 4900 to purchase the stake in the share

capital and the remaining portion as a financial receivable.

I CORPORATE HIGHLIGHTS I FINANCIAL HIGHLIGHTS IORGANISATIONALMODEL |

3. CONSOLIDATED FINANCIAL STATEMENTS

4.REPORT ON CORPORATE GOVERNANCE 269

The operation was recognised to comply with the Purchase Price
Allocation required by the international accounting standard IFRS3
according to the acquisition method and the related results are de-
finitive.

Belaria

Net assets acquired IAS/IFRS
€ thousand Financial Statements  Adjusted fair value Fair value
Tangible fixed assets 0 0 0
Intangible fixed assets 2 0 2
Equity investments 9,106 23 9,129
Warehouse inventories 0 0 0
Deferred taxes 0 3 3
Trade receivables 0 0 0
Other receivables 17 0 17
Financial receivables 0 0 0
Cash and cash equivalents 0
Employee severance indemnity and other defined benefit plans 0
Provisions for risks and charges 0
Current tax assets/liabilities 3 0 3
Trade payables (28) 0 (28)
Other payables (726) 0 (726)
Other financial liabilities (8,387) 0 (8,387)
Payables to banks 0 0 0
Allocated goodwill 0 0 0
Net balance 12) 20 7

- of which attributable to third parties @
Gooduwill 672
Net value acquired 675
Net cash outflow for the acquisition (675)
Cash and cash equivalents acquired 6
Repayment of financial payables 0
Payables to banks 0
Net cash flow (669)

BUSINESS MODEL
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BUSINESS COMBINATION -
PROVISIONAL ACCOUNTING
(IFRS3 - PAR.45)

Deco acquisition

On 30 November 2021 Acea Ambiente acquired 65% of Deco,
a waste management company whose activities also include the
construction and operation of the relevant plants; in addition the
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agreement provides for the purchase of a further 35% in January
2023 without conditions precedent or clauses that could lead to
the purchase not being considered reasonably certain. Therefore
it is considered that as of now all the risks and benefits have been

transferred to Acea Ambiente for the 100% equity investment.
Consequently in line with what is provided for in the international
accounting standards the 100% equity investment was immediately
consolidated. The transaction currently being analysed was allocat-

ed provisionally as presented below.

Deco

Net assets acquired IAS/IFRS
€ thousand Financial Statements  Adjusted fair value Fair value
Tangible fixed assets 21,635 0 21,635
Intangible fixed assets 129 56,354 56,483
Equity investments 20,122 0 20,122
Warehouse inventories 667 0 667
Deferred taxes/Tax Credits 318 (16,241 (15,924)
Trade receivables 5,960 0 5,960
Other receivables 1,362 0 1,362
Financial receivables 2,979 0 2,979
Cash and cash equivalents 12,617 0 12,617
Employee severance indemnity and other defined benefit plans 70) 0 70)
Provisions for risks and charges (18,120) 0 (18,120)
Current tax assets/liabilities 0 0 0
Trade payables (4,994) 0 (4,994)
Other payables (3,353) 0 (3,353)
Other financial liabilities (13,498) 0 (13,498)
Payables to banks 0N 0 [@lo))
Allocated goodwill 0 0 0
Net balance 25,555 40,113 65,668

- of which attributable to third parties 0
Goodwill 30,322
Net value acquired 95,990
Net cash outflow for the acquisition (95,990)
Cash and cash equivalents acquired 12,617
Repayment of financial payables 0
Payables to banks 201D
Net cash flow (83,574)




LETTER TO SHAREHOLDERS

1. REPORT ON OPERATIONS

GROUP STRUCTURE INVESTOR RELATIONS

2. ACEA FINANCIAL STATEMENTS

MEG acquisition

On 14 October 2021 Acea Ambiente acquired 60% of Meg, an
operator active in ltaly offering professional consultancy for the
construction of municipal solid waste packaging treatment plants;

€ thousand
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The transaction is currently being analysed and the difference that
emerges from the consolidation is recognised in goodwill while
awaiting definitive allocation.

Net balance
- of which attributable to third parties
Goodwill/(Badwill)

Net value acquired

Net cash outflow for the acquisition
Cash and cash equivalents acquired
Loan Disbursement

Payables to banks

Net cash flow

3,353
(1,341
4145
6,157

(6,157)
708

0

497
(5,946)

AS Recycling acquisition

On 22 December 2021 Acea Ambiente acquired 90% of AS Re-
cycling, a company that is currently inactive but which will become
a Corepla affiliated centre for secondary plastic SSF recycling
(Breakdown of plastics into the various polymer categories for sort-

ing).

€ thousand

The transaction is currently being analysed and the difference that
emerges from the consolidation is recognised in goodwill while
awaiting definitive allocation.

Net balance
- of which attributable to third parties
Goodwill/(Badwill)

Net value acquired

Net cash outflow for the acquisition
Cash and cash equivalents acquired
Loan Disbursement

Payables to banks

Net cash flow

1,468
(147)
1,522
2,843

(2,843)
2
0
0
(2,840)
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INFORMATION ON IFRSS5

SCOPE OF THE TRANSACTION

The scope being transferred was achieved through a corporate re-

organisation operation and more precisely through operations in-

volving the contribution of business units made up of photovoltaic
plants and transfers of intragroup equity investments to Acea Sun

Capital. In detail during 2021 the following operations were carried

out, in relation to the first closing:

o inJuly 2021, Acea Sun Capital transferred the equity invest-
ment that it held in Energia to Acea Produzione for the book
value of € 24,530 thousand; the transfer occurred because the
equity investment in Energia is not included in the Energy Box
scope;

o in November 2021, Acea Produzione contributed to Acea
Green 6 secondary plants for a value of € 8,668 thousand. Sub-
sequently the equity investment in Acea Green held by Acea
Produzione was transferred to Acea Sun Capital for the related
countervalue of € 8,678 thousand;

o on 3 December 2021, Acea Solar contributed 10 primary
plants to Fergas Solar for a value of € 8,042 thousand. The
equity investment in Fergas Solar held by Acea Solar was then
transferred to Acea Sun Capital for the related countervalue of
€ 23,721 thousand;

o on 23 December 2021, Acea Produzione contributed the Valle
Galeria plant to Acea Renewable. We can note that Acea Re-
newable will be part of the second closing; however as the con-
dition precedent has already been fulfilled it is included in the
scope of transfer at 31 December 2021.

On 19 January 2022 AE Sun Capital (“Holdco”) was set up by Acea
Produzione and the Investor, with an initial share capital of € 10
thousand. The “Holdco” will purchase during 2022 100% of the
equity investment in Acea Sun Capital, with the methods already
described in the paragraph “Application of the standard IFRS5”.

Further evaluative and supplementary information is provided be-
low.

MEASUREMENT OF THE
OPERATION AND ACCOUNTING
EXPOSURE

In line with the provisions of IFRSS5 the assets and liabilities disposed
of in the Operation were measured at the lower between carry-
ing amount and fair value net of costs to sell. The fair value of the
operation was estimated taking as a reference the contractual sale
agreements in being with the investor Equitix, which provide for a
price determined through a locked box mechanism, of € 220.3
million, equivalent to the equity value.

The price determined for the operation is defined as a lump sum
and the difference between the carrying amount and the fair value
less costs to sell did not show possible write-downs; the potential
capital gain deriving from the entire operation is currently estimated
at approximately € 33 million.

As regards instead the accounting exposure, as already described in
the paragraph “Application of the standard IFRSS5”, in the present
Consolidated Financial Statements the assets and liabilities closely
associated with the group held for sale were measured and present-
ed in the 2021 balance sheet in two specific items of the financial
situation, that is, assets held for sale and liabilities closely associated
with assets held for sale.

We can remind you that neither IFRS5 nor IAS 1 provide indications
on the methods of presenting transactions between Continuing and
Discontinued Operations. The method chosen led to presenting the
reclassification of the asset and liability financial balances with the
values net of the elimination of intragroup transactions, while the
economic items were presented in continuity with the previous year.
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The contribution of the operation to the equity and financial situa-

tion of the Acea Group is presented below:
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Effect of application

ASSETS of IFRS5
Tangible fixed assets 79,503
Real estate investments 0
Goodwill 1,974
Concessions 3972
Intangible fixed assets 31,352
Copyright 18,167
Equity investments in unconsolidated subsidiaries and associates 1,099
Other equity investments 176
Deferred tax assets (5,203)
Financial assets 7,036
Other assets 4,292
NON-CURRENT ASSETS 142,368
Inventories 0
Trade receivables 9,139
Other current assets 3,655
Current tax assets 336
Current financial assets 555
Cash and cash equivalents 12,374
CURRENT ASSETS 26,057
Non-current assets destined for sale 168,425

Effect of application

LIABILITIES of IFRS5
Staff termination benefits and other defined benefit plans

Provision for liabilities and charges (436)
Borrowings and financial liabilities (20,551
Other liabilities 0
NON-CURRENT LIABILITIES (20,987)
Borrowings (4,331
Payables to suppliers (1,874)
Tax payables a7
Other current liabilities (19,739)
CURRENT LIABILITIES (26,415)
Liabilities closely associated with assets held for sale 47,402

Effect of application

CASH FLOW STATEMENT of IFRS5
A. Cash flow from operating activities 3,962
B. Cash flow from investment activities (3,189)
C. Cash flow from financing activities 0
D. Net cash flow of the year (A + B + C) 772
E. Cash and cash equivalents at the beginning of the year 11,601
F. Cash and cash equivalents at the end of the year 12,374
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SERVICE CONCESSION ARRANGEMENTS

The Acea Group operates water, environmental and public lighting
services under concession. It also manages the selection, treatment
and disposal of urban waste produced in Municipalities in OTA 4

Ternano—-Orvietano through Acea Ambiente.

As for the water segment, the Acea Group provides the Integrated
Water Service (IWS) under a concession arrangement in the fol-
lowing regions:

+ Lazio, where Acea Ato2 SpA and Acea AtoS SpA provide ser-
vices in the provinces of Rome and Frosinone, respectively,

+  Campania, where GORI SpA provides services in the area of
the Sorrento Peninsula and Capri island, the Vesuvio area, the
Monti Lattari Area, as well as in the hydrographic basin of the
Sarno river,

« Tuscany, where the Acea Group operates in the province of Pisa,
through Acque SpA, in the province of Florence, through Publi-
acqua SpA, in the provinces of Siena and Grosseto, through AdF
SpA in the province of Arezzo through Nuove Acque SpA and in
the province of Lucca and periphery through Geal SpA;

+  Umbria, where the Group operates in the province of Perugia

through Umbra Acque SpA, and Terni through SII ScpA.

The Group is also in charge of several former CIPE services in the
province of Benevento with Gesesa SpA and in the municipalities of
Termoli and Campagnano with Acea Molise SpA.

Finally, note that since 2019, the Acea Group also distributes gas in
Abruzzo, in the provinces of Pescara and Aquila.

For additional information on the legislative and regulatory frame-
work, please refer to the Report on Operations.

PUBLIC LIGHTING - ROME

The service is carried out by the Parent Company based on a deed of
concession issued by Roma Capitale for a period of thirty years (from
1January 1998). No fee was paid for this concession, which is imple-
mented through a special service agreement, which given its conces-
sionary nature, expires on the same date of the concession (2027).
The service agreement envisages, among other clauses, an annual
update of the fee concerning consumption of electricity and main-
tenance and the annual increase of the lump-sum fee in relation to
the new lighting installed.

Furthermore, the investments required for the service may be (1)
applied for and funded by the Municipality or (ii) financed by Acea.
In the former case, such works will be paid based on a price list
agreed by the parties (and subject to review every two years) and
will result in a percentage decrease in the ordinary fee. In the latter
case, the Municipality is not bound to pay a surcharge; however,
Acea will be awarded all or part of the savings expected in both en-
ergy and economic terms according to pre-established methods.
Upon natural or early expiry — also due to cases envisaged under
Decree Law no.138/2011 — Acea will be awarded an allowance cor-
responding to the residual carrying amount, that will be paid by the
Municipality or the incoming operator if this obligation is expressly
set out in the call for tenders for the selection of the new operator.
Lastly, the contract sets out a list of events that represent a reason
for advance revocation of the concession and/or termination of the

contract by the will of the parties. Among these events, reference
is made to newly arising needs linked with public interests, accord-
ing to which Acea has the right to receive an allowance according
to the product, that is discounted based on the percentage of the
annual contractual amount and the number of years until expiry of
the concession.

On the basis of the number of public lighting plants as at 31 De-
cember 2009, the supplemental agreement establishes the ordi-
nary annual fee as € 39.6 million, including all costs relative to the
provision of electricity to supply the plants, ordinary operations and
ongoing and extraordinary maintenance.

In June 2016, Acea and Roma Capitale signed a private agreement
aimed at regulating commitments and obligations arising from the
implementation of the LED Plan and, consequently, amending arti-
cle 2.1 of the Supplementary Agreement signed in 2011.

More specifically, the agreement provides for the installation of
186,879 fittings (which became 182,556 at the request of Roma
Capitale), in the number of 10,000 per month starting thirty days
after the signing of the agreement; the price was set at € 48.0 mil-
lion for the entire LED Plan. The agreement calls for the payment of
10% of the price to be paid in advance and the remaining part on the
basis of specific bimonthly progress certificates, to be paid by Roma
Capitale within thirty days following the closing of the progress cer-
tificate for 80%, and within fifteen days after verification of the same
progress certificate for the remaining 15%. The agreement also pro-
vides for incentive/penalty mechanisms based on higher/lower than
planned installations every two months and for a reduction of the fee
paid by Roma Capitale to the extent of 50% of the economic value of
Energy Efficiency bonds due to Acea for the LED Project.

As a result of the implementation of the LED Plan, the parties par-
tially amended article 2.1 of the 2011 Supplementary Agreement
with reference to the price list and the composition of the service
management fee.

We can inform you finally that, as regards the Public Lighting Ser-
vice, following the opinion given by the AGCM (Antitrust Authori-
ty) in Bulletin no. 49 of 14 December 2020, Roma Capitale began
checking the conditions of congruity and economic convenience of
the performance terms pursuant to the service contract between
the Administration and Acea SpA (and through it areti) compared
with the terms pursuant to the CONSIP Luce 3 Convention and,
in addition, on the basis of the positions expressed by the AGCM in
the said opinion, expressed queries over the legitimacy of the award
to Acea SpA. On 8 February 2021, Roma Capitale communicated
the results of the said checks, affirming definitively “the congrui-
ty and convenience of the economic terms currently in being with
respect to the qualitative and economic parameters of the CON-
SIP - LUCE 3 convention” and confirming “the correctness of the
prices applied for the public lighting service”, overcoming defini-
tively all reserves on the congruity of the prices charged in the con-
text of the contractual relationship in being between Roma Capitale
and Acea SpA. With the same note, which, in any event, does not
affect the Administration’s intention to issue a new call for tenders
in order to re-tender the service, the Administration therefore or-
dered the resumption of the procedures for the payment of Acea’s
ascertained receivables in relation to the Service Contract. Follow-
ing this intention, Roma Capitale, in July 2021, undertook to settle
the acknowledged receivables and to adopt resolutions for the ac-
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knowledgement of the off-balance-sheet payable in relation to the
receivables which cannot be settled immediately. Although there
are still some receivable items in dispute, following the discussions
of July 2021 and up to November 2021, most of the unpaid amount
related to previous years was paid by Roma Capitale.

We can inform you finally that while awaiting the conclusion and
definition of all the aspects regarding the service, Acea continued
the Public Lighting service proceeding regularly to the invoicing and
the related collections as described at length in the Notes to the
Statements in the paragraph on Relations with Roma Capitale.

INTEGRATED WATER SERVICE

Lazio - Acea Ato2 SpA
(OTA 2 - Central Lazio - Rome)

Acea Ato2 provides integrated water services on the basis of a
thirty-year agreement signed on 6 August 2002 by the compa-
ny and Rome Provincial Authority (representing the Authority for
the OTA comprising 112 Municipalities, including Roma Capitale).
On 14 July 2021 with Regional Council Resolution no. 10, which
followed Regional Executive Resolution no. 752 of 3 November
2020 on the same subject, Optimal Territorial Area no. 2, Central
Lazio-Rome, was modified including in it the Municipality of Cam-
pagnano di Roma, which previously belonged to OTA no. 1 North
Lazio-Viterbo.

In this way the total number of Municipalities of OTA 2 went up
from 112 to the current 113. We can inform you in fact that the
drinking water service of the Municipality of Arsoli was acquired
with effect from 1 December 2021, while the acquisition of the
sewerage service will be carried out subject to the condition prece-
dent laid down in the same Report.

In return for award of the concession, Acea Ato2 pays a fee to all
the Municipalities based on the date the related services are effec-
tively acquired, which is expected to occur gradually: to date, the
survey work (including that for Municipalities already taken over)
has been completed for 97 Municipalities out of 112, equivalent to
around 3,869,179 residents (source ISTAT 201D.

With Resolution 197/2021/R/idr dated 11 May 2021, ARERA ap-
proved the tariff provisions for the third regulatory period (four-
year period 2020-2023), adopted by the Mayors’ Conference of
OTA 2 Central Lazio - Rome Ato 2 SpA with Resolution 6/20 at
the meeting of 27 November 2020. Pending approval by the Au-
thority, the tariff prepared by the Governing Body in compliance
with paragraph 7.3, letter b) of Resolution ARERA 580/2019/R/
idr (MTI-3), was applied.

The main points of the tariff provision are as follows:

+ Placing of the management in the regulatory scheme related to
the 5% quadrant pursuant to paragraph 5.1 of Annex A (MTI-3)
of Resolution 580/2019/R/idr (high investments with respect
to the value of the existing infrastructures and average per-cap-
ita Guaranteed Revenue Constraint (GRC) higher than the na-
tional average figure determined by ARERA);

» Works programme for the four-year period 2020-2023 for
over € 1,300 million, with new investments for around € 90
per capita per year; an additional amount of € 3,200 million is
envisaged for the subsequent period 2024-2032;

« Tariff multiplier theta (to be applied to the tariff in force at 31
December 2015) of 1.020 for 2020, 1.078 for 2021 and for the
following two years of 1139 and 1.202 respectively. The theta
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multipliers for 2022 and 2023 may be redetermined follow-
ing the biannual update, as provided in article 6 of Resolution
580/2019/R/idr;

+  Use of what is not spent of the solidarity contribution collected
in the whole of 2019 (more than € 5.6 million) to reduce the
tariff adjustments due for 2020 and 2021;

« Adoption of the value of the “psi” parameter of 0.45 (the maxi-
mum value provided for in Resolution 580/209/R/idris 0.8) for
the purposes of determining the component for the financing in
advance of new investments (FNInew);

» Portion as per paragraph 36.3 of Annex A of Resolution
580/2019/R/idr, aimed at integrating the national mechanism
to improve the quality of the integrated water system (to be paid
to CSEA and included in billing documents with the relevant
reason) of € 0.4 cents/mc applied to water pipeline, sewerage
and purification volumes with effect from O1 January 2020.

After the tariff approval by ARERA, in July the Operational Tech-
nical Secretariat accepted the prescriptions expressed in Resolu-
tion 197/2021/R/idr, in particular adjusting to the Authority’s pre-
scriptions the RDT (Tariff Data Collection) calculation file and, for
consistency, the accompanying Report and that related to quality
objectives and Action Plan/Strategic Works Plan. The main changes
consist of a variation in distribution of some Guaranteed Revenue
Constraint (GRC) components for the years 2022 and 2023 and
the updating of the calculation methods for some technical quality
indicators. However, there is no change in the tariff multiplier val-
ues for the 2020-2023 four-year period compared to what was
approved by the Mayors’ Conference.

The aforementioned resolution of the Conference of Mayors no.
6/2020 also updated the implementation regulation for the in-
tegrated water bonus for the OTA 2 Central Lazio - Rome. As
extraordinary measures and up to 31 December 2021 (unless ex-
tended), the new provisions introduced allow users admissible at the
moment of the request for the contribution with ISEE (Equivalent
Economic Situation Indicator) within the limits set by ARERA ex-
clusively to cover earlier arrears, in addition to the ordinary amount
to have access to a further once-off amount up to three times the
ordinary value.

Those entitled are direct users (holders of a residential household

account) and indirect users (household users in an apartment com-

plex) with the following requisites:

a. ISEE indicator up to € 13,939.11 and household of up to 3
members;

b. ISEE indicator up to € 15,989.46 and household with 4 mem-
bers;

c. ISEE indicator up to € 18,120.63 and household with 5 or more

members.

Under their own responsibility and based on specific certification
by the relevant offices, the Municipal Administrations also have the
power to authorise the supply for individual users in situations of
proven particular economic/social hardship, increasing the ISEE
threshold for admission for this specific case.

The amount of the “local” bonus, consisting of the payment of a
once-off annual contribution recognised in the bill (in the case of
indirect users in the apartment building utility bill), is calculated as
the expenditure corresponding to the fixed and variable fees for
water, sewerage and purification for a consumption of up to 40 cu-
bic metres per year for each member of the household, for direct

and indirect users with ISEE up to € 8,265 and 20 cubic metres
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per year for each member of the household for other eligible users,
based on the tariff in force during the reference year. The bonus is
valid for one year and is paid in a single payment, normally within 6
months from the date of submission of the application.

It is worth noting finally the approval, with Mayors” Conference
Resolution no. 4-21 of 1 July 2021, of the Regulations for users of
the integrated water service in OTA 2 Central Lazio — Rome, up-
dated with the supplements necessary to implement the legislative
innovations introduced ope legis.

As of the date of this report, the appeals filed by Acea Ato2 before
the Lombardy Regional Administrative Court against Resolution no.
643/2013/R/idr (MTI), Resolution no. 664/2015/R/idr (MTI-2)
and Resolution no. 580/2019/R/idr are still pending.

With regard to Resolution 643/2013, it should be noted that on 8
May 2014 additional grounds were presented for the cancellation
of ARERA decisions no. 2 and no. 3. On 9 December 2014 ad-
ditional grounds were presented for the cancellation of Resolution
463/2014/R/idr. Pending the scheduling of the hearing, in April
2019 the notice of the hearing was received (the administrative
process was cancelled due to the inactivity of the party). Follow-
ing this communication, on 20 June 2019 Acea Ato2 presented
the request for the scheduling of the hearing together with the
new power of attorney signed by the Chairperson. The hearing was
therefore set for 22 February 2022.

With regard to Resolution no. 664/2015, it should be noted that in
February 2018 Acea Ato2 extended the appeal originally proposed,
submitting additional grounds of appeal against ARERA Resolution
no. 918/2017/R/idr (biennial update of the tariff arrangements for
the integrated water service) and against Annex A of Resolution
no. 664/2015, as amended by the aforementioned Resolution no.
918/2017. As of today we are waiting for the hearing on the merits
to be scheduled.

InFebruary 2020, Acea Ato2 also challenged Resolution 580/2019
which approved the Tariff Method of the integrated water service
for the third regulatory period (MTI-3), reiterating many of the rea-
sons for previous appeals in tariff matters and introducing new ones
related to specific aspects introduced for the first time with the new
tariff methodology. Other subsidiaries and/or investees of the Acea
Group that have challenged MTI-3 are Acea ato5, Acea Molise srl
and Gesesa (which had not previously challenged the resolutions
relating to the TTM, MTIl and MTI-2). Resolution 235/2020/R/idr
for the adoption of urgent measures in the integrated water service,
in the light of the Covid-19 emergency was also appealed). We are
awaiting the scheduling of the hearing.

The quantification of the revenues deriving from management of
the integrated water service is the consequence of the application
of the new water tariff method (MTI-3), as approved by the Au-
thority (ARERA) with resolution no. 580/2019/R/idr of 27 De-
cember 2019. In particular, the aforesaid revenues are in keeping
with the 2020-2022 tariff arrangement approved by the Mayors’
Conference of OTA 2 on 27 November 2020 and by ARERA on
11 May 2021. It is noted that, after the tariff approval by ARERA,
in July 2021 the Operational Technical Secretariat accepted the
prescriptions expressed in Resolution 197/2021/R/idr, in particu-
lar adjusting the RDT (Tariff Data Collection) calculation file to the
Authority’s prescriptions and, for consistency, doing likewise with
the accompanying Report and the report on quality objectives and

the Action Plan/Strategic Works Plan.
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For the purposes of calculating the revenues accruing to financial
year 2021 we took into account the interpretation regarding the
delimitation of the “other water activities” that emerges from the
aforementioned Resolution on the 2020-2023 tariff preparation.
Therefore the revenues of the period amounted to € 677.6 million:
they include the estimate of adjustments to pass-through items,
the FoNI component of € 69.5 million (€ 56.1 million for the FNI
component and € 13.4 million for the Amm.Foni).

Lazio - Acea Ato5 SpA
(OTA S - Southern Lazio - Frosinone)

Acea Ato5S provides integrated water services on the basis of a
30-year agreement signed on 27 June 2003 by the Company and
Frosinone Provincial Authority (representing the Authority for the
OTA comprising 86 Municipalities). In return for being awarded the
concession, Acea AtoS pays a fee to all the municipalities based on
the date the related services are effectively acquired.

The management of the integrated water service in the OTA 5 re-
gion — Southern Lazio - Frosinone involves a total of 86 Munici-
palities (the management of the Municipality of Paliano still remains
to be acquired, while the Municipalities of Conca Casale and Rocca
d’Evandro are “outside the scope”) for a total population of about
489,000 inhabitants, a population served of 455,164 inhabitants,
with a service coverage equal to approximately 93% of the territory.
The number of users is 201,878.

The drinking water system comprises supply, abstraction and distri-
bution plants and networks that use 7 main sources from which an
equal number of aqueduct systems originate.

The sewerage and treatment system comprised a network of sew-
ers and collectors connected to waste water treatment terminals.
There are 229 sewerage pumping stations managed by the Com-
pany and 127 treatment plants, including the “inaccessible” plants
and those outside the OTA (Rocca d’Evandro and Conca Casale).
With regard to 2021, the digitisation of the networks of the man-
aged area continued, with the inclusion of data in the GIS - Geo-
graphic Information System. According to the 2019-2022 plan for
significant activities, as at 31 December 2021 the size of the water
network is 6,027 total km (1,207 km supply +4,820 km distribu-
tion).

With regard to the acquisition of the plants relating to the manage-
ment in the Municipality of Paliano, in November 2018 the Council
of State finally decided on the appeal filed by the Municipality of
Paliano against the decision of the Regional Administrative Court
no. 6/2018 — which upheld the appeal filed by the Company against
the Municipality of Paliano, in order to obtain the annulment of the
measure by which the Municipality opposed its refusal to transfer
the service — with decision no. 6635/2018 rejected the appeal filed
by the Municipality of Paliano and consequently upheld the decision
handed down by the Regional Administrative Court of Latina, reaf-
firming that the safeguard regime granted to AMEA was “limited to
a period of three years from the date of signing of the Management
Agreement between OTAA 5 and Acea Ato5; this deadline there-
fore expired in 2006, so that, after that date, AMEA’s manage-
ment was to be considered without title”.

Since Acea Ato5 has so far failed to initiate compliance proceedings
with a view to verifying the voluntary compliance of the Municipal-
ity, which is suitable for preventing the possible appointment of an
acting commissioner as has already happened in similar cases, a se-
ries of meetings have taken place at the Operational Technical Sec-
retariat of OTAA 5 Lazio Meridionale - Frosinone aimed at seeking
an amicable settlement of the dispute and at initiating the prepara-
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tory activities for the transfer to Acea Ato5 of the management
of the IWS in the Municipality of Paliano. In this perspective, the
Parties — with minutes of 26 November 2018 and 29 November
2018 — performed the update of the previous survey of networks
and existing plants in the Municipality of Paliano, necessary for the
management of the IWS.

To date, the parties are sharing the IWS handover report, which
should also result in the waiver of pending litigation between them.
The Parties subsequently held other meetings in order to define not
only the technical scope but also the administrative and commercial
scope in order to finalise the transfer of the Management of the
Water Service of the Municipality of Paliano to Acea Ato5. How-
ever, the Municipality has not provided all the requested informa-
tion. Acea Ato5 informed the OTS of this situation on 3 Decem-
ber 2020, and, in the meantime, on 15 December 2020 the Lazio
Region also requested clarifications from the Municipality of Pa-
liano and the Area Authority regarding the non-completion of the
operations to transfer the Integrated Water Service to Acea AtoS,
warning that in the event of failure to comply with this obligation,
procedures would be initiated for the application of substitute pow-
ers pursuant to art. 172, paragraph 4 of ltalian Legislative Decree
no. 152/2006, as amended. The Municipality of Paliano requested
an extension to the deadline of thirty days assigned by the Lazio
Region. We are therefore awaiting the initiative of the Municipality
of Paliano and the Area Authority required to finalise the transfer of
the IWS of the Municipality of Paliano.

With regard to the Municipality of Atina, whose management of
the IWS has been transferred to Acea Ato5 as of 19 April 2018,
it should be noted that Municipal Council Resolution no. 14 of 17
April 2019, by which the Municipality resolved to “establish the sub/
optimal territorial area called Atina Territorial Area 1, with reference
to optimal territorial area no. 5, for the continuity of the autono-
mous and direct management of the water service pursuant to art.
147, paragraph 2 bis of Italian Legislative Decree no.152/2006, de-
claring the Integrated Water Service a ‘local public service without
economic importance”.

OTAA 5 appealed the above resolution before the Lazio Regional
Administrative Court - Latina Section - also serving the Company
and the Lazio Region.

As far as Acea AtoS is concerned, while the legal action taken by
the AGB is suitable to protect the interests of the Company, it has
deemed it appropriate to file suit.

On 1 June 2021 with Note no. 2241/2021 the Lazio region also
expressed itself on the subject, repeating the unacceptability of
the Municipality’s request for recognition of the Atina 1 Sub Area
within the Optimal Territorial Area 5 Frosinone, because this would
be contrary to the current national and regional legislation (ltalian
Legislative Decree no. 152 of 3 April 2006, and Regional Law no. 6
of 22 January 1996). The Municipality therefore continues to have
the obligation to award in free concession of use to the operator
of the integrated water service the water infrastructures it owns,
as provided for in art. 153 paragraph 1 of Italian Legislative Decree
152/2006.

With reference to the Tariffs, on 10 March 2021, the OTAA 5
Mayors’ Conference approved the tariff proposal for 2020-2023,
with Resolution no. 1/2021. This is in contrast with the tariff adjust-
ment request, prepared by the Operator pursuant to art. 5, para.
5.5 of resolution ARERA 580/2019/R/idr, containing the regu-
latory framework for the 2020-2023 third regulatory period and
showing significant differences for the 2020-2023 period, with

reference to operating costs and the tariff multiplier.
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With reference to operating costs note that the lack of recogni-
tion by OTAA'5 of the operating costs suffered by the Operator,
documented in the requests presented during the preparatory work
for the tariff structure, definitively formalised by the Operator in
the tariff update request sent on 15 December 2020, was not ade-
quately justified and technically represented in the Technical Report
issued by OTAA 5 and accompanying its tariff proposal. Hence at
present the Operator is not aware of the reasons these costs were

excluded from the tariff recognition approved by OTAA 5 on 10

March 2021. Relative to the tariff multiplier note that the Tariff

Structure approved by OTAA 5 established a tariff multiplier with

the following problems:

e itdoes notindicate specific invoicing schedules to recover previ-
ous adjustments equal to € 101 million, as resulting from OTAA
resolution no. 6 of 13 December 2016 and no. 7 of 1 August
2018;

« the amount of the adjustments included by OTAAS in the
aforesaid structure (approximately € 51 million represented
in Retot and approximately € 50 million in the Residual Value
component is not integrated into the formula that determines
the tariff multiplier for the respective years (2023-2024); the
residual portion up to 101 million was represented in the Residual
Value, preventing in practice immediate invoicing;

« the reduction of operating costs (of € 3,315 thousand for both
the years 2018-2019) made on years for which Acea Ato5 has
already incurred the related expense (costs in the 2018 and
2019 financial statements), entails a financial loss of the same
amount, as the tariff change that has to be applied — for the re-
spective years — is less than that applied starting from 1January
2020 (in accordance with the provisions of art. 7.2 letter a of
ARERA resolution 580/2019/R/idr);

» it does not provide for adequate coverage of the operating costs
incurred by the Operator;

« it does not apply a congruous indemnity rate for existing receiv-
ables.

As is known, following the tariff scenario approved by Resolution
no. T of 10 March 2021 of the OTAA 5 Mayors’ Conference
and referred to in ARERA Resolution no. 580/2019/R/idr of
27 December 2019, the company has put in place two separate
actions:

» Appeal against this resolution before the Latina Regional Ad-
ministrative Court (docket no. 308/2021 section 1);

« Submission of the request for economic-financial rebalanc-
ing (in accordance with the provisions of arts. 9 and 10 of the
Standard Agreement approved by the Regulatory Authority for
Energy, Networks and Environment by resolution 656/2015/R/
idr).

With reference to the first initiative, the Regional Administrative
Court rejected the appeal on the grounds of lack of jurisdiction. The
Company appealed the sentence before the Council of State.
With reference to the request for rebalancing, containing an illus-
tration of the causes and the extent of the economic and finan-
cial imbalance in the management of the IWS of OTA 5 and the
proposal of the rebalancing measures assumed, including the re-
quest for access to the financial equalisation measures, the OTAA
5 Operational Technical Secretariat responsible for transmitting
the request to ARERA began the necessary checks, making use of
qualified external consultants. As of the date of preparation of this
report, there are no elements that can be used to predict the out-
come of the request.
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Revenues for the integrated water service are determined on the
basis of the new water tariff method (MTI-3), as approved by the
Authority (ARERA) with its resolution 580/2019/R/idr of 27 De-
cember 2019 and amount to € 80.8 million, including the estimate
of adjustments for pass through items and the FoNI component of
€ 9.1 million.

Tariff adjustments amount to € 100.2 million based on the recalcula-
tion carried out as a result of the credit adjustment for bills to be issued
to users after the audit carried out by ARERA for the years 2012-
2017 and the subsequent tariff update of 1 August 2018 by the AGB.

It should also be noted that as a result of the approval of the 2020-
2023 tariff provisions, the directors of Acea AtoS acknowledged
the presence of significant uncertainties about the subsidiary as
a going concern, such as, in particular, the greater use of reverse
factoring, the favourable outcome of the Technical Panel with the
Area Authority intended to define the mutual items and the ap-
proval of the appeal against Resolution no. 1/2021 of the Mayors’
Conference.

In view of the financial imbalance that has arisen, Acea SpA is

studying measures to secure the Acea AtoS SpA subsidiary. In the

meantime, the directors of the subsidiary initiated a series of actions
aimed at improving the financial position of the company including
the following:

+ the rescheduling of past debts through the signing of repayment
plans with both third parties and intra-group counterparties that
envisage payments over periods longer than 12 months;

o the rescheduling of debts arising in 2021 through the systematic
use of reverse factoring with positive effects on working capital;

« the rationalisation of management costs also through the revi-
sion of the Service Agreement with the Parent Company;

+ labour cost efficiency due to the containment of planned in-
creases and management factors (holiday disposal plans and
policies for monitoring and validating overtime performance);

o the lodging of an appeal against Resolution No. 1 of 10 March
2021 of the Conference of Mayors of OTA 5;

« the application for economic-financial rebalancing as provided
for in the regulation.

With the actions taken, the company has succeeded in managing
the financial situation highlighted in the 2020 budget, partially mit-

igating the financial imbalance.

With regard to relations with OTAA 5, the Company has tried to
reach a settlement of the various disputes pending against the Area
Authority, convinced of the need to put an end to a very long sea-
son of clear conflict between the Granting Body and the Licensee
Company, culminating with the resolution passed by the Confer-
ence of Mayors of OTAS aimed at the termination of the Manage-
ment Agreement that forced the Company to appeal to the Latina
Regional Administrative Court that annulled the above resolution.
In this context, in recent years and especially during 2018 an enor-
mous effort has been made - including organisational efforts - to
reconstruct the relations between the Company, the Area Author-
ity and the individual Municipal Administrations of OTA 5.
Similarly, the possibility of establishing a Conciliation Board with
the Area Authority has therefore become concrete, with the aim of
settling the main issues still in dispute by the parties.

In this regard, on 11 September 2018 OTAAS and the Company
signed report no.1in which the parties expressed their mutual will-
ingness to open a Conciliation Board on the various disputes pend-
ing between them.
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Also in the same minutes, the Parties shared the rules of operation
of the Conciliation Board and the criteria for the appointment of
that Board and, in particular, each party appointed its own member.
The Chairperson of the Conciliation Board was selected by the Pre-
fect of Frosinone, at the joint request of the parties, and was jointly
appointed on 16 May 2019. The Board officially took office on 27
May 2019, thus starting the 120-day period within which it had to
arrive at a proposal for an amicable settlement of the issues sub-
mitted for its assessment. On 17 September 2019, the Conciliation
Board announced that it had completed the preliminary work on all
the items assigned to the roundtable. However, it noted that due
to the number and complexity of the issues under examination, a
considerable amount of work was required to prepare a document
presenting a comprehensive and reasoned conciliation proposal. It
therefore requested and obtained from the parties an extension of
30 days from 24 September 2019.

Following a detailed and in-depth investigation, the Conciliation
Board prepared a draft of the Conciliation Proposal, presented to
the parties’ legal counsel at the meeting held on 11 November 2019.
At that meeting, the Parties invited the Board to draw up a draft of
the Conciliation that would take into account the report illustrated
in that meeting, as well as the proposals made by the Operator, to
be submitted for examination and approval to the relevant Bodies.
On 27 November 2019, the Conciliation Board submitted the final
Conciliation Proposal to the Parties together with the draft of the
Conciliation Deed, which each party will be free to accept or re-
ject, i.e. to accept it in full or even only in part. As a matter of fact,
the aim and underlying criterion of the assessments of the Board
include the formulation of a unified conciliation proposal, capable
of creating balance between the respective positions and interests
of the parties, minimising the negative impacts on users and on the
service tariff and which will allow for the establishment of a more
pleasant atmosphere in relations between the Operator, the Area
Authority and the users of OTAA 5, overcoming the previous peri-
od characterised by conflict, which also caused serious detriment to
the Operator in its relations with users.

Specifically, with reference to the individual mutual claims referred
forits assessment, the solutions proposed by the Conciliation Board
in the aforesaid Conciliation Proposal are as follows:

* judgement pending with the Court of Frosinone, docket number
1598/2012, relating to the 2006-2011 licence fees — the Board
of Arbitrators would propose recognition of the debt owed by
the Manager for the requested amount of € 1,750,000 (it
should be noted that this amount is to be understood as an ad-
ditional recognition with respect to the amount indicated in the
settlement proposal made in the context of the aforementioned
pending proceedings — see the description in the preceding
paragraph “Injunction order for € 10,700,000 and counter-
claim OTAA 5 concession fees™);

« quantification of the concession fee relative to the period 2012-
2017, and the linked destination of any economies for a total of
12,798,930.00 — the Board proposes, also taking into account
the regulatory guidelines provided by ARERA, that these are
taken out of the tariff adjustments in favour of the Operator;

« recognition of the amount owed by the Operator
(€10,700,000.00) — the Board proposes recognition of this
credit in favour of the Operator;

« compensation of damages suffered by Acea Ato5 against de-
layed delivery of services by the Municipalities of Cassino, Atina
and Paliano - the Board holds the Operator’s claim to be found-
ed but, in consideration of the difficulty in quantifying the dam-
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age suffered and with an eye to amicable settlement, proposes
that the Operator renounces this claim with regard to the Area
Authority;

 compensation of damages for the lack of handover of the ASl and
Cosilam plants, assessed in the amount of € 2,855,000.00 —
the Board holds that the requirements to dispute a deed which is
now final are not met; nonetheless, the Operator will renounce
the claim against recognition of the credit for €10,700,000.00;

« recognition of penalties totalling € 10,900,000.00 applied
by OTAA 5 against the Operator and annulled by the Latina
Regional Administrative Court by judgement no. 638/2017;
Although the Operator has substantially renounced the applica-
tion of the said penalties related to the period 2014-2015, the
Board proposes partial acceptance of the Area Authority’s claim
for a total amount of € 4,500,000. In relation to this point,
the Conciliation Proposal provides for an irrevocable commit-
ment to make investments, in the territory of the OTA 5, of an
amount corresponding to the quantification made by the Con-
ciliation Board, with no tariff recognition and therefore at the
total expense of the Operator;

« recognition of interest on the delayed payment of conces-
sion fees on the part of Acea Ato5, assessed in the amount of
€650,000.00 — the Board proposes recognition of this claim;

+ request for an Operator repayment plan in relation to the
Area Authority for debt positions relating to the concession
fee for 2013/2018 which, at 30 June 2019, amount to around
€10,167,000.00 — the Board proposes offsetting this debt by
the recognition of a credit of € 10,700,000.00;

+ discounting of the Adjustments 2006/2011, and for 2014, 2015,
2016 and 2017, assessed in the amount of € 1,040,000.00 —
the Board proposes recognition of this credit in favour of the
Operator;

« non-invoicing of adjustments 2006/2011, due to the adjustment
of 2012 volumes, assessed in the amount of € 1155000 — the

Board proposes recognition of this claim in favour of the Operator.

The “Conciliation Proposal” and the draft “Conciliation Deed” were
approved by the Company’s BoD at a meeting held on 19 December
2019. On 4 February 2020, the Company informed the OTS of
OTAA 5, with note no. 53150/20, that on 19 December 2019 the
BoD approved the Conciliation Proposal formulated by the Concil-
iation Board and the draft of the Conciliation Deed between OTAA
5 and Acea Ato5 and that, moreover, the Chairperson was given
a mandate to sign the Conciliation Deed, confirming in particular
the commitment to carry out interventions for a total amount of
€ 4,500,000 without any tariff recognition, in conciliation and for
the reasons set out above.

However, in light of the conduct throughout the conciliation pro-
cess, and in particular during the final meeting held on 11 November
2019 in which the Conciliation Board explained the Conciliation
Proposal to the legal representatives of the parties and as the Com-
pany’s Board of Directors had already approved the related Con-
ciliation Deed on 19 December 2019 and then communicated this
decision to OTAA 5 on 4 February 2020, the Company believed
that as at 31 December 2019 an implicit obligation had already aris-
en for the commitments envisaged in the Conciliation Deed, and in
particular for the aforementioned commitment to carry out inter-
ventions in the territory without any tariff recognition, having al-
ready created a valid expectation in the OTAA 5 Area Authority and
in the municipalities of the territory that the Company intends to
honour these commitments and bear the related charges. Based on
the information available, considering the approval of the Concilia-
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tion Deed by the Conference of Mayors to be probable and conse-
quently also considering the related implied obligation to be likely,
at the end of 2019 the Company decided to allocate a provision for
risks for € 4,500,000.

To date, the Conference of Mayors has not yet been scheduled for
final approval of the two documents.

Specifically, it should be noted that the Mayors’ Conference on
28 October 2021 resolved that the approval of the Conciliation
Deed could only be considered upon the outcome of the Crimi-
nal Proceeding 2031/2016 pending before the Court of Frosinone.
Subsequently, on 26 January 2022, the OTS of OTAA 5 sent the
Company a letter ordering it to set up an interest-bearing escrow
account within 15 days at the latest, into which the sum of € 12.8
million relating to the aforementioned savings on concession fees
for the period 2012-2017, as quantified in the joint report of 29
April 2019 attached to the work of the conciliation roundtable,
which - according to the OTS — was allegedly invoiced by the
Manager, would be transferred. The Company acknowledged this
letter on 10 February 2022, pointing out, among other things, that
the Conciliation Board itself in its report, with specific reference to
the savings on the 2012-2017 licence fees, had clarified that “these
sums can only be considered virtually and abstractly (and not also in
actual financial terms) as being available to the Manager” and that
they would indeed represent a suitable financial source to cover the
debt of € 10,7 million owed to the Manager or, alternatively, — as
proposed in the draft conciliation agreement — to reduce the total
amount of the tariff adjustments still due to the Manager, which far
exceed the amount in question.

However, the Company is willing to set up a round table to discuss
the matter further and find the most suitable solution to reconcile
their mutual interests. As of the date of this report, no response to

this note has been received from the OTS of the AGB.

In view of the foregoing and pending the examination of the Con-
ciliation Proposal by the Conference of Mayors of OTAA 5, the
Company considers the draft Conciliation approved by the Board
of Directors of Acea Ato5 at the meeting of 19 December 2019,
as a still valid reference in relation to the overall composition of
the issues submitted by the parties to the Conciliation Board and,
therefore, considers that the same continues to represent — to the
extent of the net amount of € 4.5 million to be paid to the AGB
under it — an implicit obligation that can be enforced against it.
Therefore, the provision for risks originally recorded in the financial
statements as at 31 December 2019 is deemed to be reconfirmed
when preparing the Company’s 2021 financial statements.

As further confirmation of the continuing validity of the Concil-
iation Proposal between the parties, it should be noted that on 1
February 2022, the AGB requested the payment of the invoices
for concessionary charges issued with reference to the years 2019-
2022 and not those issued with reference to the years 2012-2018,
which were the subject of the Conciliation Board meeting.

The Company responded to this reminder with three separate
letters sent on 3 February 2022, 17 February 2022 and — most
recently — on 2 March 2022, in which, respectively, it disputed
the amounts of some of the invoices requested by the AGB (the
amounts of which do not match those of the invoices in its pos-
session), it put forward a proposal for a payment by instalment plan
and reiterated, however, that this instalment proposal is not an al-
ternative to the Conciliation Board, nor does it change its content
in any way, but only concerns the settlement of the portion of debts

referring to the 2019-2021 period.
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In reference to additional cases related to legal disputes, filed or be-
ing filed, see the “Update on major disputes and litigation” section of
this document”.

Acea Molise

Acea Molise Srl manages the Integrated Water Service in the fol-
lowing multi-regional and multi-area contexts:
+ Molise Region: direct management of the Integrated Water
Service in the municipality of Termoli (single OTA);
» Lazio Region: the services covered are as follows:
- direct management of the Integrated Water Service of the
Municipality of Campagnano di Roma (OTA 2 Lazio);
- operation of the purification plant in the Municipality of
Valmontone (OTA 2 Lazio).

The Termoli and Campagnano concessions expired at the end of
2021 and were extended by the authorities to 30 June 2022 for the
Termoli municipality and to 31 December 2022 for the Campagna-
no municipality, for the time necessary to activate the procedures
for takeover and handover to the new Manager.

The Service Contract with the Municipality of Valmontone expires
in April 2022.

Since 1993, the company has managed the water service in the Mu-
nicipality of Termoli and, since 1999, also the urban waste water
purification service, by virtue of the relevant agreements no. 170 of
30 June 1993 and no. 778 of 18 January 1999.

At the request of the Manager, Acea Molise, in 2019, the said Con-
ventions were revised by the Municipality of Termoli, with the aim of
standardising the management of the entire water sector in the city
in a single document, and of adapting the contractual regulatory
framework to the changes in the sector over time, in particular, to
the standard convention approved by ARERA with Resolution no.
656/2015/R/idr of 23 December 2015.

On 17 December 2019, the Municipality of Termoli, with Councll
Resolution no. 299, approved the new revised Management Agree-
ment according to the scheme of the ARERA standard Agreement.
Further, in June 2021, the senior management of Acea Molise
Srl favourably considered the opportunity to prepare and sub-
mit to the Municipality of Termoli (CB), as promoter, a “Finance
Project for the implementation of measures to protect the ter-
ritory and water and to improve the integrated water service in
the Municipality of Termoli”. The Company’s administrative and
technical departments then prepared the Finance Project, and
it was officially submitted to the Termoli Municipality on 1 Oc-
tober 2021. Subsequently, on 9 December 2021, by means of
Council Resolution no. 276, the Municipality of Termoli posi-
tively assessed the submitted Private Finance Project, declaring
it to be of public interest. Under the conditions described, the
Integrated Water Service carried out by Acea Molise, which ex-
pires on 31 December 2021, will be technically extended for the
time necessary to carry out the relevant tender. For the purpose
of business continuity, it is recalled that in the event that more
economically advantageous tenders are submitted during the
tender, Acea Molise, as promoter of the Project, has the right
of pre-emption.

The concessionary management of the drinking water distribu-
tion service of the Municipality of Campagnano was entrusted in
1991 and extended in 2000 to the entire Integrated Water Ser-
vice following a review of the pre-existing concession. Since this
is a safeguarded management pursuant to art. 10, paragraph 3 of
Law 36/94 and Regional Law (Lazio Region) no. 6/96 art. 12, as

amended, the concession has reached its natural expiry date of 31
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December 2020.

The handover of management from Acea Molise to the Single Area
Manager in 2021 was not carried out for the following reasons.

By Regional Law no. 6 of 22 January 1996, the municipality of
Campagnano di Roma was included in OTA 1 Lazio North-Viter-
bo, whose sole manager is the company Talete SpA. However, the
Municipality of Campagnano, by means of Municipal Council res-
olution no. 5 of 23 April 2015, submitted a formal request to Lazio
Region to amend the Optimal Territorial Areas, in order to allow the
transfer of the Municipality of Campagnano di Roma from OTA1
North Lazio-Viterbo to OTA 2 Central Lazio-Rome, whose sole
manager is Acea Ato2.

With Resolution no. 752 of 3 November 2020, the Lazio Region-
al Council ordered the modification of the delimitation of Optimal
Territorial Area no. 1 North Lazio-Viterbo by eliminating the munic-
ipality of Campagnano di Roma and including it in Optimal Territo-
rial Area no. 2 Central Lazio-Rome.

This Resolution of the Regional Council concerning the transfer
from OTA 1to OTA 2 requires subsequent ratification by the Re-
gional Council in order to become effective.

On 9 December 2020, in anticipation of the natural expiry of the
Convention for the Management of the Integrated Water Service
of the Municipality of Campagnano di Roma, Acea Molise with
note ref. 21308, wrote to the concerned authority (the Munic-
ipality of Campagnano, the OTS of OTA 2, ARERA, and Acea
Ato2) about the methods and procedure to be followed for the
takeover of the new Area Manager, and the criteria for determin-
ing and paying the reimbursement value to the outgoing Manager.
Pending ratification by the Regional Council, on 29 December
2020, the Municipality of Campagnano di Roma, by means of Mu-
nicipal Council Resolution no. 73, extended the management of the
integrated water service by Acea Molise under the same terms and
conditions as the pre-existing agreement, for a period of six months
(i.e. until 30 June 2021), which is considered the minimum time
necessary to settle the events described.

On 14 July 2021, the Regional Council of Lazio Region, with resolu-
tion no. 10, ratified the transfer of the Municipality of Campagnano
di Roma from OTA 1 North Lazio-Viterbo to OTA 2 Central Lazio-
Rome.

Having acknowledged the ratification by the region, the Munici-
pality of Campagnano di Roma, by resolution of the Extraordinary
Commissioner No. 12 of 6 August 2021, extended the management
of the integrated water service by Acea Molise, under the same
terms and conditions as the pre-existing agreement, for a further
six months, i.e. until 31 December 2021, to allow the completion of
the transfer of the area and the handing over of the service to the
sole manager Acea Ato2.

Despite the commitment of the parties involved in the handover
of management, on 14 December 2021, by letter ref. 37728, the
mayor of the municipality of Campagnano di Roma, in view of the
complexity of the administrative and technical procedures for join-
ing OTA 2, asked Acea Molise to continue to manage the integrat-
ed water service in the municipality for another year, i.e. until 31
December 2022, which is a reasonable estimate for the conclusion
of the transfer of management to Acea Ato2. At the same time, it
asked Acea Molise to be willing to manage the municipal arsenic
treatment plant (drinking water treatment plant) from 1 January
2022, subject to tariff adjustment.

On 20 December 2021, with a letter ref. 24984, Acea Molise Srl
has declared that it is willing to continue the municipal integrated
water service for another year and to extend its management by
taking over the drinking water treatment plant.
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With regard to the management of the Valmontone Purification
Plant, it should be noted that this is carried out regularly, despite
the fact that the plant requires significant extraordinary main-
tenance and renovation work, which has been requested several
times from the municipality, as provided for in the contract, but
which has not yet been carried out, because the municipality has
not commented on the manager’s proposals. It should be noted
that the Company operates the plant and is remunerated on an
annual basis.

For some of the more urgent aspects, such as the upgrading of the
plant for the purposes of worker safety, the Company has taken
direct action both through purchases/maintenance work and by
adopting suitable working procedures; where possible, also in rela-
tion to the provisions of the concession, the Municipality has been
asked to recognise the corresponding amounts. It should be not-
ed that the plant is part of Optimal Territorial Area no. 2 of Lazio
Region for the management of the Integrated Water System, en-
trusted to the company Acea Ato2. In agreement with the Rome
Province Area Authority, Acea Ato2 has taken over only the water
service in the Municipality of Valmontone, but not yet the sewerage
and purification systems, which will soon undergo modernisation
work. Upon completion of the same, Acea Ato2 will take over the
entire service, and therefore also the management of the purifica-
tion plant assigned to the Company.

Campania - GORI SpA (Sarnese Vesuviano)

GORI provides integrated water services in 76 Municipalities in
the provinces of Naples and Salerno, on the basis of a thirty-year
agreement signed on 30 September 2002 by the company and the
Sarnese Vesuviano Area Authority. GORI pays a fee to the grantor
of the concession (the Sarnese Vesuviano Area Authority), based
on the date the right to manage the related services is effectively
acquired. The area of operations has remained unchanged com-
pared to the previous year, since the process of acquiring manage-
ment is now complete. In fact, 76 Municipalities are managed, i.e. all

those falling under OTA 3 in the Campania Region.

2020-2023 Regulatory Framework

On 12 August 2021, the Executive Committee of the Authority
definitively approved the 2020-2023 Regulatory Framework for
the operator GORI SpA with Resolution No 35; also on 12 August
2021, the offices of the CWA then sent the regulatory framework
to ARERA via the IT procedure. Under this CWA-approved reg-
ulatory framework, a Theta of 1is provided for the years 2020,
2021and 2023 and a Theta increase of 2.4 is provided for the year
2022.

In the resolution in question, the CWA also decided to postpone
any further and final determination regarding possible corrective
measures on the regulatory frameworks referring to previous peri-
ods not considered in the approved proposal, in order to wait for the
measures that ARERA will have to take in execution of the provi-
sions established by the ruling of the Council of State, Sixth Sec-
tion, no. 5309/2021 of 13 July 2021; more specifically, the Council
of State ordered ARERA to renew the preliminary investigation
underlying the tariff determinations approved by the same ARERA
with Resolution no. 104/2016/R/idr concerning the “approval for
the purposes of establishing the value of adjustments in the context of
the tariff method for the second regulatory period MTI-2, tariff provi-
sions regarding the Sarnese-Vesuvian optimal territorial area, for the
2012-2015 period”, without prejudice to the fact that “renewal of the

enquiry has no constrained content; it could end obviously in confirma-
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tion of the tariff decision cancelled herein only for insufficient enquiry”.
Therefore, with Resolution no. 373/2021/R/idr of 7 September
2021 and the subsequent Resolution no. 18/2022/R/idr of 18 Jan-
uary 2022, ARERA started the procedure for the renewal of the
aforementioned enquiry, at the end of which it must adopt the final
measure by 15 March 2022, due to the extension of the term in-
tervened with the aforementioned Resolution no. 18/2022/R/idr.
Furthermore, at the moment, as part of the aforementioned enquiry
procedure initiated by ARERA, the Campania Water Authority
(“CWA”) — at the specific request of the Authority and in response
to the requirements of Council of State Sentence no. 5309/2021
— has ascertained the validity of the Area Plan, approved in 2000
and regularly updated in 2007, and has ascertained that the man-
aging entity GORI SpA (“GORI” or “Operator” or “Company”)
effectively implemented the Area Plan up to the end of 2011 in
accordance with the provisions of sector-specific legislation. Con-
sequently, on the basis of the EIC’s findings to date, one could jus-
tifiably exclude — at least in theory — any reduction in the tariff
increases established by ARERA’s Resolution 104/2016/R/idr.

Revenue as at 31 December 2021, amounting to a total of € 208.4
million, was determined on the basis of the regulatory frame-
work approved by the Campania Water Authority with Resolution
35/2021, in compliance with ARERA Resolution 580/2019/R/idr,
highlighting that, in order to achieve financial balance in manage-
ment of the Sarnese Vesuviano District Area in compliance with the
tariff increase constraint and remaining within the maximum limit
for annual changes, a remodulation of the GRC was determined,
through regulatory postponement of the portion of costs exceeding
the maximum limit to subsequent years, according to the provisions
of the Regulatory Framework of reference.

Verification of parameters to identify the regulatory quadrant and
the presence of OP__ relative to systematic changes in operator
activities in the “presence of the supply of a new service (e.g. pu-
rification or sewers for an operator whose management was previ-
ously limited to aqueduct services or, in other cases, in the presence
of expansion with an upstream supply chain), pursuant to article
18.2, 18.3, letter c) and 18.4 of Annex A to resolution ARERA
580/2019/R/idr, determined placement in the VI regulatory quad-
rant. Nonetheless, as already noted, in order to guarantee the so-
cial sustainability of the tariff, while respecting economic/financial
balance in managing the IWS, Campania Water Authority resolved
on a tariff increase lower than the maximum limit allowed under the
regulatory method MTI-3.

It should also be noted that, for the calculation of the GRC at 31
December 2021, the constraint component relating to the Op_
. Supplementary water bonus has been set equal to zero because,
although it has been recognised within the regulatory framework
approved by the CWA, specific deliberative act is actually missing,
considering that “the disbursement of the supplementary water bo-
nus is subject to any determinations that will be made, in this regard,
by the Campania Water Board to maintain the facility provided in the
2018-2019 two-year period, identifying at the same time the number
of beneficiaries entitled to the supplementary water bonus and the re-
lated access procedures”.

The purely regulatory component CONMgh was instead considered.
The OperC and OperT components were calculated in the
amount of what was requested in the related cost recognition re-
quests, within the limit of what was recognised in 2019.

Also in this case, given that ARERA did not approve the requests
submitted for recognition of additional costs as an Opex_ , compo-
nent for the new scope, the OP™" included in the calculation were
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quantified in the same manner as in previous years, and therefore
based on the principle of full cost recovery, the costs effectively
suffered for systems transferred at 31 December 2021 are covered,
as demonstrated in the accounting documents.

At 31 December 2021, the works transferred to the Operator are:
Waterworks at Mercato Palazzo with transfer in October 2016, wa-
terworks at Boscotrecase and Cercola with transfer in March 2018,
waterworks in the Nolana area with transfer in September 2018,
waterworks at Campitelli and Boccia a Mauro to complete the Ve-
suvius area with transfer in December 2018, the Angri Wells Field
with transfer in February 2019, the Nolana Area treatment plant
with transfer in March 2019, the completion of the Sarnese Area
with transfer in April 2019, the Medio Sarno 2 treatment plant with
transfer in July 2019, the transfers relating to the Medio Sarno 3
treatment plant and the Sorrentine Peninsula water area in Decem-
ber 2019, the transfer of the Foce Sarno treatment plant in De-
cember 2020, and finally the transfer of the Alto Sarno treatment
plant in January 2021.

External operating costs Opex_ , were defined based on what

is established in art. 17.1 of Annex A to resolution ARERA
580/2019/R/idr when measures were introduced to incentivise
efficient behaviour by operators; to that end, calculation of the
per capita level of operating costs incurred by GORI in 2016
placed GORI in class B1 of the regulatory matrix pursuant to art.
17.1 of resolution ARERA 580/2019/R/idr, while calculation of
estimated operating costs, using the statistical model found in
art. 17.2 of Annex A to resolution ARERA, transformed into per
capita terms, placed the operator in Cluster A of the regulatory
matrix. Therefore, GORI is placed in quadrant 4 of the regula-
tory matrix, which therefore leads to Opex_ , of € 74.6 million.

The GRC was also updated pursuant to art. 27.1 of Annex A of AR-
ERA resolution no. 580/2019/R/idr which envisages that, for the
purposes of determining the GRC for the 2020-2023 regulatory
period, some cost items (electricity cost, balance of payments and
penalties, Authority contribution, cost of wholesale supplies, activi-
ty costs connected to the IWS due to systemic changes in the con-
ditions of the service or to the occurrence of exceptional events)
are subject to a final assessment, as adjustment components (Rc),
relative to the year (a-2).

With regard to the calculation of the Constraint for the costs for
wholesale water services by the Campania Region at 31 Decem-
ber 2021, the tariff approved by the CWA by resolution no. 7 of
26 June 2021 was considered. This determines the 2020-2023
regulatory scheme for the proposed wholesale water tariff for the
“Campania Region” operator and is equal to 0192941 € /m?, with
the application, both for the year 2020 and for the year 2021, of a
theta equal to 1.

The pertinent cost at 31 December 2021 on the COWS relating to
regional water supplies, according to the principle of full cost recov-
ery, was approximately € 4.1 million, entered for the same amount
in GRC and in the related costs.

As regards the CO_ _of the collection and purification service,
here again they were calculated starting from the quantification
of the recognised costs which, to determine the relevant costs
at 31 December 2021, according to the full cost recovery prin-
ciple, amounted to approximately € 7.4 million. Reference was
made to the tariff for wastewater collection and purification ser-
vices, equal to 0.310422 € /m3, (as a result of application of
the ARERA 338/2015/R/idr resolution to the regional tariffs for
wholesale services, recognised by the Parties within the minutes
of the meeting of 4 March 2016 between the Campania Region,
the Area Authority and GORD, applying it to volumes treated by
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the regional plants.

Furthermore, in the determination of the GRC for the year ended
31 December 2021, the regulatory effects on the year 2020 deriv-
ing from the application of the regulatory framework approved by
the CWA, with effect on the GRC for financial year 2020, were
also taken into account, with the allocation to the “exceptional
events” component for a total value of € 0.5 million.

It should be noted that the increase in costs incurred on Region-
al Works transferred by virtue of the completion of the transfer
schedule, and taken into account in the relevant GRC as OPe",
was offset by lower costs incurred on electricity supplies and water
purchases from the Campania Region; for this reason, despite the
non-application of tariff increases since, as previously represent-
ed, the regulatory framework approved by the Campania Water
Authority provides, for the year 2021, the application of a theta=1
tariff multiplier, the tariff revenue allowed for the recovery of tariff
adjustments equal to € 4.9 million. In addition, it should be noted
that, upon completion of the billing cycle with respect to the 2019
reference year, there was a residual accrual to be issued, amounting
to € 8.4 million, which was allocated as an increase in tariff adjust-
ments to be recovered.

Therefore, the tariff adjustments, as of 31 December 2021, amount
to € 146.8 million.

With reference to the judgement of the Lombardy Regional Ad-
ministrative Court (RAC) no. 1619 of 29 June 2018 we can in-
form you that the Council of State, accepting partially the appeal
of the aforesaid Municipalities, with the recent judgement no.
5309 of 13 July 2021, revised the judgement of the Lombardy
RAC Milan office no. 1619/2018, on the premise that ARERA had
not carried out a correct enquiry regarding “the quantification of
the tariffs”, because it had not assessed whether the Area Plan had
been effectively implemented after 2009 and, that is, after the
proceeding to revise it had been launched; it therefore argued, for
the purposes of the aforesaid “quantification of the tariffs”, on the
verification of effective implementation of the Area Plan “... taking
into account the need to verify the congruity of the costs with respect
to the planned objectives also “in relation to the investments planned”
(art. 149 Italian Legislative Decree 152/06) ... which implies the need
for an enquiry ... on the status of implementation of the [area] plan as
a condition for assessing concretely the operating costs and a possi-
ble concrete assessment of the situation determined in order to iden-
tify the adequate tariffs..». The Council of State then concluded
providing for a temporary reduction of 30% of the tariff increase
provided for in resolution no. 104/2016/R/idr “while awaiting re-
newal of the enquiry proceeding” of ARERA in preparation for the
assumption of new decisions (also confirming the decisions made
with ARERA resolution 104/2026/R/idr) regarding “quantifica-
tion of the tariffs” — “as in any case the amount of the earlier con-
solidated tariffs is not in question and as a preponderant weight has
to be attributed in any case to the approval of the plan» — without
affecting the fact that “renewal of the enquiry has no constrained
content; it could end obviously in confirmation of the tariff decision
cancelled herein only for insufficient enquiry but on the basis of new
elements, that is the precise verification of the implementation of the
plan and of the presumable justified future modulation of the works
planned or on the basis of a more specific different motivation or, on
the contrary, if the Authority so decides, it could end in confirmation
wholly or in part of the jurisdictional cancellation order (which has
only a preliminary conformative effect while awaiting renewal of the
technical assessments). This reduction is ordered, until the new deci-
sion of the Authority, which must intervene promptly and expressly
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and concretely motivate on the effects deriving, for the purposes of
covering the costs, from any remaining non-implementation of the
plan, unless final adjustments are ordered after the renewal (if the
reduction in the increase cancelled herein were to be calculated in
an amount of less than thirty percent)”. In this regard, it is speci-
fied that since the Campania Water Authority (i.e., the compe-
tent government authority) has not adopted the tariff structure
for the 2020-2023 four-year period, ARERA gave notice to the
Campania Water Authority on 2 July 2021 to “comply pursuant to
paragraph 5.6 of resolution 580/2019/R/idr and art. 3, paragraph
1(f) of the Prime Ministerial Decree of 20 July 2012” and, therefore,
to proceed, within 30 days from receipt of said memo, with the
decisions and submissions within its remit with reference to the
years 2020-2023, “noting that, after this deadline the operator’s
request would be understood to have been accepted by the competent
authority as the tariff structure, as a result of the provisions of art. 20
of Law no. 241/1990, and would be sent to the Authority for evalua-
tion and approval in the subsequent 90 days.”. Following ruling no.
5309/2021 of the Council of State, ARERA gave another notice
to the Campania Water Authority (which had communicated that
it had “deferred the approval of the 2020-2023 regulatory scheme,
as prepared by the offices, in order to verify the impact of the Rul-
ing [of the Council of State] on the Regulatory scheme in question
and pending the acquisition of specific clarifications [...]” from the
Authority regarding the effects of said ruling) and the Operator
- each within the scope of its own remit and “[...] pending the said
renewal [of the supplementary investigation ordered from it by
the Administrative Judge] [...]” - to proceed with adopting the
2020-2023 tariff structure “[...] while guaranteeing the economic
and financial balance of the management [...]” and taking account
“[...] (also for the purposes of verification of compliance with the price
limit set by the regulation in force pro-tempore) of the effects of what
was established by the aforementioned ruling [...]”, thus in terms of
“price limits” of invoicing users. Therefore, ARERA - with Reso-
lution 373/2021/R/idr of 7 September 2021 - has already initiat-
ed the procedure for compliance with Ruling No 5309/2021 of
the Council of State, with the primary and express purpose of”..
renewal of the preliminary enquiry - limited to the profiles referred
to in the grounds [of Ruling No 5309/2021] - underlying the tar-
iff determinations referred to in Resolution 104/2016/R/idr”. More
specifically, according to the provisions of the cited Resolution
373/2021/R/idr, the procedure in question must be concluded by
ARERA?”...by 31 December 2021”, a deadline subsequently extend -
ed to 15 March 2022 by ARERA Resolution 18/2022/R/idr of 18
January 2022. Furthermore, at the moment, as part of the afore-
mentioned enquiry procedure initiated by ARERA, the Campania
Water Authority - at the specific request of the Authority - has
ascertained the validity of the Area Plan, approved in 2000 and
regularly updated in 2007, and has ascertained that the managing
entity GORI has effectively implemented the Area Plan until the
end of 2011in accordance with the provisions of sector legislation.
Consequently, on the basis of what has been ascertained by the
CWA, itis already possible - at least logically - to exclude any cur-
tailment to the tariff increases established by ARERA Resolution
No 104/2016/R/idr, given that the same Authority will also have
to adopt the determinations required by the Council of State as
a result of the aforementioned CWA verifications. Furthermore,
within the scope of the investigations carried out, it emerges that
no immediate restitution should be made, given that any reduc-
tion of 30% (if confirmed) would in any case be absorbed by the
tariff adjustments accrued by the Operator GORI and still open,
as confirmed by the resolution of the Executive Committee of
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the CWA no. 35 of 12 August 2021. At this stage, it is therefore
appropriate to await the measures that the Authority will adopt by
the deadline (15/03/2022) in execution of Ruling no. 5309/2021
of the Council of State.

In conclusion, the Company must wait for the decisions to be tak-
en by ARERA, so — on the basis of the above considerations and
the opinion of the legal consultants consulted for this purpose, as it
stands there are no economic impacts deriving from this sentence
including in light of the fact that it will nevertheless be necessary to
wait for any new ARERA resolutions.

Campania - Gesesa SpA
(OTK1 - Calore Irpino)

The Company operates in OTA 1 Calore Irpino which promotes
and develops the initiative for the management of the Integrat-
ed Water Service in Municipalities in the Province of Avellino and
Benevento. The Company manages the Integrated Water Service
in 22 Municipalities in the Province of Benevento for a total res-
ident population of about 120,000 inhabitants spread over the
whole provincial area with a water infrastructure of about 1,547
km, a sewerage network of 553 km and about 332 plants man-
aged. The total number of user accounts amounts to approximately
57,247, for which 2021 consumption has been estimated at about
7,802,223 cubic metres of water. The sewerage service is provid-
ed to approximately 80% of users while the purification service
reaches about 40% of users.

One of the company’s objectives was to consolidate, expand and
increase the efficiency in particular of the sewerage and treatment
service. For these reasons, the investments also focused on the
improvement and adaptation of the sewerage systems and the re-
structuring of the treatment plants and the preliminary design of
those not yet present in the territory.

The wholesale water supply service regards only one Municipality in
the Province of Benevento (Campoli MT).

Please note that in May 2020, following a decision of the Public
Prosecutor at the Court of Benevento, 12 purification plants of the
company were placed under seizure with the appointment of a ju-
dicial administrator to manage them. Criminal proceeding 5548/16
RGNR, which involves various Gesesa executives and employees
and is currently in the preliminary investigation stage, involves man-
agement of the purification system in the Benevento area and a
possible connection with pollution of bodies of water in that same
area.

Based on that claimed, the accused are alleged to have, in particular,
committed fraud in public services, pursuant to article 356 of the
Criminal Code and the crime of environmental pollution, pursuant
to art. 452-bis of the Criminal code which, in the Public Minister’s
opinion, is a direct consequence of the negligent management of
the purification plants.

The Public Prosecutor’s Office requested the preventive seizure of
12 purification plants managed by the Company, assigning them to
a Judicial Administrator. In the context of its powers, the Judicial
Administrator carried out a detailed audit in order to examine the
plants and identify solutions and actions to improve the purification
results of the same.

The Company indicated its willingness to suffer the costs for the
activities indicated in the final report for this audit and, with a pro-
vision of 25 January 2021, the examining judge for the Court of
Benevento gave the go ahead to execution of these activities, which
will be begun shortly by the Judicial Administrator.

After discussions between the Company and the Judicial Adminis-
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tration the decision was arrived at, for reasons of transparency and
efficiency, but above all to ensure that the convergent purpose of
making the plants as efficient as possible will be fulfilled in a short
time, to entrust the procedures necessary for performing the ac-
tions described in the report to the Judicial Administrator, using for
this purpose the rules and principles on the subject of mandates
with representation. The aforesaid decision was transformed into
a Draft Agreement; on 2 March 2021 approval was given by the
Examining Judge.

On 17 March 2021 the agreement was signed with the Judicial
Administrator to launch the works concretely with reference to
the 12 plants still under seizure. During the meeting, held on 4
November 2021, of the Technical Advisory Committee, set up
to manage the activities envisaged by the agreement, with the
Judicial Administrator, the time schedule of the necessary inter-
ventions was redetermined with an increase of approximately 15%
in the cost of the works that brought the maximum estimate to
approximately € 800 thousand. Participants in the meeting also
took note of the slowdown in the execution of the works, largely
due to delays in the supply of materials encountered due to the
Covid emergency, and recalculated the end date of the redevel-
opment works by extending it to 31 March 2022. With regard to
the 231 proceedings against the company, it should be pointed
out that, on 11 November 2021, the Examining Judge, at the re-
quest of the C.T. and the Public Prosecutor, ordered the seizure
of money, directly traceable to the profit of the crime at the com-
pany’s disposal and the seizure, with the aim of confiscation, of
fungible assets, property and anything else of patrimonial value
at the Company’s disposal, up to a value of over € 78,000,000,
with the appointment of a Judicial Administrator. Gesesa immedi-
ately appealed against this measure to the Judicial Review Court.
The application for review was fully granted by the Court on 21
December 2021 and, consequently, the preventive seizure decree
was cancelled, resulting in the release of the assets and their sub-
sequent return to the Company.

The main consequence of this event was a sharp increase in atten-
tion on the part of the lending banks and, in the immediate term,
the suspension of the signing of a significant line of credit (approxi-
mately € 1,500,000) and the non-renewal of the line of advances
on water bill collections maturing on 20 December 2021. In order
to meet this commitment, the Company requested a loan from
the shareholder, Acea Molise, which was disbursed in early January
2022.

It is hoped that the release of the seizure will enable the company to
resume discussions with the two banks regarding the two financial
transactions.

With regard to any risks concerning the final outcome of the pro-
ceedings, the Directors, also on the basis of the opinion of the
appointed lawyers, according to whom it is currently not possible
to formulate forecasts concerning the duration, outcome and po-
tential risk for the Company deriving from the completion of the
legal process, believe that, at the stage of the proceedings, it is
not possible to make a forecast of the liabilities that could arise for
the Company as a result of the development of the further stages
of the aforementioned proceedings. In any case, the Company is
carrying out all possible collaboration activities with the Judicial
Authorities.

With regard to the biennial update of the 2018-2019 tariffs, the
Company prepared the final accounts referring to the 2016 and
2017 years and the Works Programme for the preparation of the
tariff revision proposal with the definition of the GRCs and the
Theta for the years 2018-2019, revising the investment planning
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for the years 2018-2019, also incorporating the results of the in-
spection audit of 16-20 October 2017 contained in the ARERA
Determination No DSAI/26/2018/idr, dated 10 April 2018, having
as its object the initiation of a proceeding for the adoption of sanc-
tioning and prescriptive measures regarding the tariff regulation of
the Integrated Water Service.

With regard to the sanctioning proceedings under DSAI/26/2018/
idr, in October 2021 the Authority sent a request for information
on the activities put in place in relation to the reimbursements to be
made to users and the other findings of the proceedings.

In the feedback, the Company reported on the status of the reim-
bursements made, expecting to conclude the task within 6 months.
For other points, it is highlighted that in the biennial tariff update
proposal for 2016/2019, pursuant to resolution 918/2017, the
Company implemented the results of the ARERA audit contained
in determination DSAI/26/2018/idr, making the necessary changes
to the previous tariff structure for 2016-2017. This proposal is un-
der approval by the CWA.

Following this correspondence, in January 2022, ARERA received
the results of the preliminary investigation, in which the Authority
pointed out that some points of the assessment had been archived
and highlighted that the completion of the prescribed reimburse-
ment activities would be considered favourably when closing the
proceedings. In this regard, in February, the Company completed
its reimbursement to all users and sent a memorandum of reply to
the Authority, highlighting this and reiterating that, for the other
points covered by the proceedings, it is still waiting for the approval
of the two-yearly MTI2 update. On the basis of these considera-
tions, given that all the points of the sanctioning procedure have
been acknowledged, the Company has not deemed it necessary to
make any provision for risks. The 2018-2019 tariff proposal is await-
ing approval by the CWA, which in any case, following examination
of the documentation produced, has deemed it consistent with the
regulatory framework approved by ARERA.

Following the Deliberation of 27 December 2019 580/2019/R/idr,
the data collection activity for the preparation of the tariff proposal
for the period covered by the resolution (2020-2023) was initiated
in agreement with the CWA and data validation was carried out in
July 2020. In 2020, the tariff proposal for the 2020/2023 period
was being analysed and evaluated by the CWA, with which there
were continuous relations for the final definition of the economic/
financial data and the Action Plan. In view of the CWA’s inaction
in defining and sending the two tariff proposals to ARERA for ap-
proval, at the end of 2020 and on 29 December 2020 exactly,
the Company requested ARERA to exercise substitute powers to
approve the 2018-19 (MT2) and 2020-2023 (MT3) update tariff
proposals and on 5 January 2021, following the opening of the por-
tal by the Authority, all related documentation was sent to ARERA
electronically.

As a result of the above, revenues were updated and recorded in
2021 on the basis of the new Guaranteed Revenue Constraint
(“GRC”) envisaged for 2021 in the calculation tool under the new
MT3 method for the 2020/2023 period, currently awaiting ap-
proval by ARERA.

Tuscany - Acque SpA

(OTA Basso Vardarno)

The management agreement, which came into force on 1 January
2002 with an initial 20-year duration was signed on 21 December
2001, then in October 2018 it was extended to 2031. In accord-
ance with said agreement, the Operator took over the exclusive
integrated water service of OTA 2, comprising all public water col-
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lection, abstraction and distribution services for civil use, sewage
systems and the treatment of wastewater. The Area includes 57
Municipalities. In return for award of the concession, Acque pays
a fee to all the Municipalities, including accumulated liabilities in-
curred under previous concessions awarded.

With Resolution no. 6/2018 of 22 June 2018 concerning the “Up-
date of the tariff structure 2018-2019”, the Executive Council of
the Tuscan Water Authority modified, with the same tariff multipli-
ers, the composition of the 2016 and 2017 tariffs approved by AIT
Resolution no. 32/2017 of 5 October 2017 providing for a remod-
ulation of the recovery of tariff adjustments for approximately € 9.7
million in the period 2022-2023.

With the same Resolution the Executive Council of the Tuscan
Water Authority approved the 2018-2019 tariff proposal, the up-
date of the works programme, the updating of the economic and
financial plan and the extension of the duration of the concession
of service from the previous deadline of 31 December 2026 to
the new deadline of 31 December 2031. On 9 October 2018 with
Resolution no. 502/2018/R/idr ARERA approved the tariff pro-
posal.

The new Tariff plan with the end of the concession on 31 December
2031, compared to the previous plan with the end of the concession
on 31 December 2026, contains the forecast of greater invest-
ments in service infrastructure and more contained tariff increases.
Finally, it is noted that on 24 January 2019, with the submission of
the required documentation, with the termination of the previous
loan and the related hedging contracts and with the stipulation of
the new interest rate hedging contracts, the suspensive conditions
were met and, therefore, the new loan agreement became effec-
tive. The new loan was established with a pool of banks and envisages
two lines of credit: (i) Term Line of € 200.0 million disbursed in a
single use and with final single maturity of 29 December 2023 and,
(i) RCF Line equal to € 25.0 million payable in one or more uses
within the period of use and final maturity on 29 December 2023.
This line must be used exclusively to meet the financial needs of the
Company for its ordinary business.

At the same time the new loan agreements were entered into, 6
new interest rate hedging contracts were entered into. The new
contracts envisage the Company’s semi-annual payment of a fixed
rate to the counterparties starting from 24 January 2019 and in
correspondence with a payment by the counterparties to Acque of
a variable rate. The amount for tariff revenues entered in the 2021
financial statements represent the GRC value recognised to the
operator.

On 18 December 2020, the Executive Council of the Tuscan Water
Authority, with Resolution no. 7, approved the tariff proposal for the
years 2020-2023 (according to ARERA Resolution 580/2019/R/
idr of 27 December 2019) to be submitted for ARERA approv-
al. On 28 September 2021 with Resolution No 404/2021/R/idr,
ARERA approved this proposal. The Contractual and Technical
Quality Macro-indicator targets for the year 2020 and 2021 and
the Tariff Multiplier Values for the years 2020 - 2023 were also
approved. The maximum amount of the residual portion of the ad-
justment components, as per Article 27 of Annex A of Resolution
580/2019/R/idr, provided for in the tariff after 2023, totalling
€ 2,895,690, was also indicated.

Tuscany - Publiacqua SpA
(OTA gl- Medio Valdarno)
The management agreement, which came into force on 1 Jan-
uary 2002 with a twenty-year duration, was signed on 20 De-
cember 2001. In accordance with said agreement, the Oper-
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ator took over the exclusive integrated water service of OTA
3, comprising all public water collection, abstraction and dis-
tribution services for civil use, sewage systems and the treat-
ment of wastewater. The Area includes 49 Municipalities, of
which 6 managed via agreements inherited from the previous
operator, Fiorentinagas. In return for awarding the concession,
the Operator pays a fee to all the Municipalities, including ac-
cumulated liabilities incurred prior to the awarding of the re-
lated contracts. In June 2006, Acea — via the vehicle Acque
Blu Fiorentine — completed its acquisition of an interest in the
company.

Total revenues for the year, including adjustments to pass-through
items, amounted to € 243.2 million (€ 97.3 million in the Group).
Revenues also include the FoNI component for € 327 million
(Group share € 13.0 million).

In terms of sources of financing, it should be noted that follow-
ing the extension of the concession to 2024, on 31 July 2019 the
Company signed the new loan for € 140.0 million divided among
five lending banks. The Base Line must be used for the full repay-
ment of the existing Loan stipulated on 30 March 2016 with BNL
and Banca Intesa for the payment of the ancillary costs of the new
Loan and for the requirements related to the realisation of the in-
vestments envisaged in the EFP, while the Investment Line will be
used to fully cover the requirements for further investments envis-

aged in the EFP.

Tuscany - Acquedotto del Fiora SpA
(OTA g- Ombrone)

Based on the agreement signed on 28 December 2001, the op-
erator (AdF) is to supply integrated water services on an exclusive
basis in OTA 6, consisting of public services covering the collec-
tion, abstraction and distribution of water for civil use, sewerage and
wastewater treatment. The concession term is 25 years from 1Jan-
uary 2002, and in 2020 was extended until 2031. Via the vehicle
Ombrone SpA, in August 2004 Acea completed its acquisition of
a stake in the Company’s capital.

With regard to the update of the tariffs for the period 2018-
2019, on 27 July 2018, based on the actual data collected re-
ferring to the years 2016 and 2017 and the Investment Plan,
the AIT approved the tariff revision proposal, setting the GRC
and the Theta of the years 2018-2019 and also redesigning the
entire tariff profile until the end of the IWS concession (De-
liberation of the Executive Council of the AIT no. 17/2018 of
27 July 2018). Following further analysis of the greater needs
for AdF investments related to technical quality, with Resolu-
tion no. 10/2019 of 1 July 2019 the Executive Council of the
Tuscan Water Authority produced and submitted to ARERA
a new tariff proposal with re-modulation of the 2031 dead-
line, which the Authority finally approved with Resolution no.
465/2019/R/idr of 12 November 2019, confirming the levels
of the original 2018-2019 proposed theta. On 27 Novem-
ber 2020, based on the actual data collected referring to the
years 2018 and 2019 and the Investment Plan, the Tuscan Area
Governing Body (AIT) approved the tariff revision proposal with
the MTI-3 scheme, setting the GRC and the Theta of the years
2020-2023 and also redesigning the entire tariff profile until
the end of the IWS concession (Deliberation of the Executive
Council of the AIT no. 6/2020 of 27 November 2020). This
tariff proposal was then sent to the Tuscan AGM by ARERA
and approved by ARERA on 2 March 2021. Total revenues
of the period, including adjustments to pass-through items,
amounted to € 111.8 million and a share of FoNI equal to € 111
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million.

Umbria - Umbra Acque SpA
(OTA1-Umbria1)

On 26 November 2007 Acea was finally awarded the tender called
by the OTA 1 Perugia Area Authority for selecting the private mi-
nority industrial partner of Umbra Acque (expiry of the concession
on 31 December 2027) The entry into the capital of the compa-
ny (with 40% of the shares) took place with effect from 1 January
2008. The company performed its activities in all 38 Municipalities
constituting OTAs 1 and 2.

As of 31 December 2021, the rate applied to users was determined
on the basis of Water Tariff Method 3 (MTI-3) under Resolution no.
36/2021/R/idr of 2 February 2021 with which ARERA approved
the preparation of the 2020-2023 tariff update previously ap-
proved by the Assembly of Mayors of the AURI with Resolution
no. 10 of 30 October 2020, which provide for 2021 an applicable
theta of 1.105 and an increase of 4.44% compared to 2020. The
average tariff € /mc was € 2.85 at 31 December 2021. The num-
ber of users served was approximately 234 thousand, substantially
unchanged compared to the previous year. In terms of volumes, as
of 31 December 2021, approximately 28.2 million cubic metres of
water had been invoiced (measured and estimated), up from the
previous year (+2.2%). The Assembly of Mayors of the AURI, with
Resolution no. 10 of 30 October 2020, approved the proposed
MTI-3 tariff for the four-year period 2020-2023 (Tariff Plan or
TP), the relative regulatory Economic and Financial Plan (regula-
tory EFP) and associated Works Programme (WP), providing ap-
proval with the same Resolution for extension of the concession
to 31 December 2031. On the basis of the determinations of the
ARERA, the revenues for the period were recognised for a total of
€ 76.8 million (Group share € 30.7 million ) and include a portion
of FoNI of € 2.9 million (Group share € 1.2 million), including the

adjustment of pass-through items.
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Umbria - Sl ScpA (OTA 2 - Umbria 2)

The Optimal Territorial Area Authority no. 2 Umbria (OTA Umbria
n°2), awarded to SII ScpA from 1 January 2002, the date on which
the Convention was signed, for the duration of thirty years, the man-
agement of the Integrated Water Service (water supply, sewerage
and treatment, hereinafter IWS) in the 32 municipalities of the Prov-
ince of Terni (today Sub-area no. 4 of the Umbria AURD. The Terni
Avrea covers an area of 1,953 square kilometres, 93% of which is hills
and 7% mountains. With the exception of the industrial areas of Terni
and Narni, the land is prevalently used for forest and agriculture. The
resident population served amounts to approximately 220,000 in-
habitants. There are about 121 thousand users served and the quantity
of water supplied during 2021 is 12.5 million cubic meters.

As mentioned, on 16 November 2020 the Extraordinary Share-
holders’ Meeting, approving the revision of the by-laws that pro-
vided for a change in the industrial governance, enhanced the role
of planning, monitoring and control of the public shareholders, and
at the same time made effective an corporate reorganisation op-
eration through the sale of 15% of the shares by the shareholder
ASM Terni SpA to the shareholder Umbriadue Scarl The changes
also enabled full consolidation of SII in the Acea Group financial
statements. On 10 March 2021, AURI approved the new version
of the Service Charter, updated pursuant to ARERA Resolutions
No 655/2015 (Contractual Quality), No 218/2016 (Regulation
of the Measurement Service), No 917/2017 (Technical Quality),
No 311/2019/R/idr (REMSI) and No 547/2019/R/idr (Short Pre-
scription). Finally, it should be noted that on 22 June 2021, AURI
approved the regulations for the application of the supplementary
water bonus to which, therefore, in the last quarter of 2021, the
Company will apply retroactively from the first billing cycle of 2022.

Progress of the procedure for approving the tariffs

The following table shows the updated situation of the procedure
for approving IWS tariff provisions for Group companies relating to
the 2016-2019 regulatory period, the 2018-2019 two-year tariff
update, and tariff provisions for 2020-2023.

Approval status MTI-3
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Company (up to MTI-2"2016-2019") (2018-2019) (2020-2023)

Acea Ato2 On 27 July 2016, the AGB approved the The Conference of Mayors approved the On 27 November 2020, the AGB
tariff inclusive of the bonus as per art. 32.1, tariff update on 15 October 2018. On 13 approved the tariff for the 2020-2023
subsection a) of Resolution November 2018, ARERA approved the regulatory period with Resolution no.
664/2015/R/idr. The ARERA then 2018-2019 tariff update with Resolution 6/2020.
approved them in Resolution 674/2016/R/  572/2018/R/idr. On 10 December 2018, ARERA approved the 2020-2023 tariffs on
idr, with some changes compared to the the Conference of Mayors adopted the 12 May 2021 with resolution 197/2021/R/idr.
AGB's proposal; quality bonus confirmed. provisions of the ARERA Resolution.

Acea Ato5 Tariff proposal submitted by the Operator on  The Conference of Mayors approved the On 14 December 2020, the Operator

30 May 2016, with request for recognition
of the Opex... ARERA warned the AGB on
16 November 2016 and the EGA approved
the tariff proposal on 13 December 2016,
rejecting, among others, the request for
recognition of the Opexm. Approval by
ARERA is awaited.

2018-2019 tariff update on 1 August 2018.

ARERA has not yet given its approval.

submitted a tariff updated request pursuant
toart. 5, paragraph 5.5 of ARERA
Resolution 580/2019/R/idr MTI-3 of 27
December 2019.

On 10 March 2021, the OTAA Conference
of Mayors approved the proposed tariff for
2020-2023, with resolution 1/2021. The
Manager appealed against this resolution to
the Regional Administrative Court, which
rejected the appeal. The Company appealed
to the Council of State and submitted

an application for economic and financial
rebalancing.
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Approval status Two-year update status Approval status MTI-3

Company (up to MTI-2 "2016-2019") (2018-2019) (2020-2023)

GORI On 1 September 2016, the Extraordinary On 17 July 2018 the Extraordinary On 18 December 2020, the Operator
Commissioner of the AGB approved the Commissioner of the AGB approved the submitted a tariff updated request pursuant
tariff with OperC as of 2017. Approval by 2018-2019 tariff update. ARERA has not to art. 5, paragraph 5.5 of ARERA
ARERA is awaited. yet given its approval. Resolution 580/2019/R/idr MTI-3 of 27

December 2019.

ARERA warned the EIC on 2 July 2021,
and with a resolution of 12 August 2021 it
approved the 2020-2023 tariff proposal.

Acque On 5 October 2017, the AlT approved On 22 June 2018 the AIT Executive Council  On 18 December 2020 the Executive
the tariff with recognition of the OperC approved the 2018-2019 tariff update and,  Council of the AlT approved the 2020-
Approved by ARERA on 9 October 2018 at the same time, the request to extend the 2023 tariff provisions with Resolution no. 7.
(as part of the approval of the 2018-2019 duration of the 5-year contract, that is untl  ARERA approval arrived with resolution
update). 31 December 2031. With Resolution 502 404/2021/R/idr of 28 September 2021.

of 9 October 2018, ARERA approved the
2018-2019 tariff update.

Publiacqua On 5 October 2016, the AlT approved On 7 December 2018 the AlT approved the  On 26 June 2020 the Executive Council
the tariff with recognition of the bonus as 2018-2019 tariffs with the extension of the  of the AlT approved the 2020-2023 tariff
per art. 32.1, subsection a) of Resolution 3-year concession. ARERA approved the provisions with Resolution no. 3.
664/2015/R/idr. On 12 October 2017, 2020-2023 tariff provisions and the 2018~ ARERA approved the 2020-2023 tariff
with resolution 687/2017/R/idr ARERA 2019 two-year update with Resolution provisions with Resolution 59/2021 of 16
approved the specific regulatory frameworks  59/2021 of 16 February 2021. February 2021.
for the 2016-2019 period proposed by the
AIT.

Acquedotto del On 5 October 2016, the AIT approved The AIT Board of Directors approved the  On 26 November 2020 the Executive

Fiora the tariff with recognition of the OperC. 2018-2019 tariff update in the session Council of the AlT approved the 2020-
On 12 October 2017, of 27 July 2018. Pending approval by 2023 tariff provisions with Resolution no. 6.
with resolution 687/2017/R/idr, ARERA ARERA, the AIT Board of Directors ARERA provided approval with resolution
approved the specific regulatory frameworks  also approved the application to extend 84/2021/R/idr of 2 March 2021.
for the 2016-2019 period proposed by the  the concession to 31 December 2031,

AIT. submitted by the Company in April

2019 and approved by the AIT Executive
Council on 1July 2019. The updated tariff
proposal was then presented to extend it
to 2031, which in any case confirmed the
tariff increase (theta) and the Guaranteed
Revenue Constraint (GRC) for the years
2018 and 2019, already approved by
the AIT with its Resolution of July 2018.
ARERA approved the two-yearly update
(with a small correction of the recognised
OperC) and the extension of the
concession with Resolution no. 465 of 12
November 2019.

Geal On 22 July 2016, the AlT approved On 12 July 2018 ARERA approved the On 28 September 2020 the Executive

the tariff with recognition of the OperC.
On 26 October 2017, with resolution
726/2017/R/idr ARERA approved the
specific regulatory frameworks for the
2016-2019 period proposed by the AlT.

2018-2019 tariff update proposed by AlT.

Council of the AIT approved the 2020-
2023 tariff provisions with Resolution no. 4,
updated with Resolution nos. 13 and 14

of 30 December 2020.

ARERA provided approval with resolution
265/2021/R/idr of 22 June 2021.
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Approval status MTI-3
(2020-2023)

Acea Molise

Gesesa

Nuove Acque

Umbra Acque

SlI Terni Scapa

Following Resolution no. 664/2015/R/idr,
both for the Municipality of Campagnano di
Roma (RM) and the Municipality of Termoli
(CB), Municipalities where Crea Gestioni
offers the IWS, neither the Granting

Body nor the Area Authority of reference
submitted a tariff proposal for the regulatory
period 2016-2019, so the Company
independently submitted tariff proposals.
Currently approval by the ARERA is still
pending.

On 29 March 2017 with Resolution no.

8 of the Extraordinary Commissioner the
OTAAT approved the tariff provisions for the
years 2016-2019. Currently approval by the
ARERA s still pending.

On 22 June 2018, the AT Executive

Council approved the rates .

On 30 June 2016, the AGB approved the
tariff with recognition of the OperC. The

ARERA then approved them in Resolution
764/2016/R/idr dated 15 December 2016.

On 29 April 2016, with Resolution no.
20, AURI approved the tariff multiplier
for the 2016-2019 four-year period and
with determination no. 57 it approved the
adjustment for previous items.

ARERA approved the 2016-2019 tariff
provisions with resolution 290/2016

of 31 May 2016.

The Company has submitted the data to the
competent parties/AGB in order to update
the 2018-2019 tariff.

For the management of the IWS in the
Municipality of Campagnano di Roma (RM),
given the inaction of the designated parties
the Company filed an application with
ARERA in early January 2019 for a tariff
adjustment in 2018-2019, also revising the
2016-2019 proposal. ARERA has not yet
pronounced or issued a warning to the AGB
and/or to the competent parties.

For the management of the IWS in the
Municipality of Termoli (CB), with a
Resolution dated 17 December 2019 the
Municipal Council of Termoli approved the
alignment of the pre-existing Agreement

to the Agreement template, extending

its expiry to 31 December 2021, and
confirmed the tariff increase (theta) and the
Guaranteed Revenue Constraint (GRC) for
2018 and 2019, also revising the 2016-2019
proposal. ARERA has not yet given its

approval.

The Company submitted the documentation
relating to the 2018-2019 tariff review to
the Area Authority and the preliminary
investigation by the technical offices of the
competent AGB (EIC-Campania Water
Authority) was completed at the end of
February 2020. The final approval of the
EIC Executive Committee has not yet been
given.

On 16 October 2018 with Resolution 520
ARERA approved the 2018-2019 tariff
update proposed by the AlT.

In its session of 27 July 2018, the AURI
Assembly approved the 2018-2019 tariff
update. The ARERA approved the 2018-
2019 tariffs with Resolution no. 489 of 27
September 2018 .

With resolution of the Board of Directors of
AURI no. 64 of 28-12-2018, approval was
given to the 2018-2019 two-year update.
ARERA approved the biennial adjustment
2018-2019 with its resolution of 20
September 2018 464/2018.

The Municipality of Termoli approved the
tariff provisions for 2020-2023 on 4
February 2021. These were sent by the
EGAM on 4 March 2021.

For the Municipality of Campagnano,

the Operator sent the tariff provisions to
ARERA on 30 March 2021 in accordance
with the provisions under art. 5.5 of

Resolution 580/2019/R/idr.

On 29 December 2020, the Operator
submitted a tariff updated request pursuant
toart. 5, paragraph 5.5 of ARERA
Resolution 580/2019/R/idr MTI-3

of 27 December 2019.

The CWA convened the Executive
Committee for this coming 22 July (minutes
on closure of the activities of checking the
minutes of 31/7/20) following the notice
from ARERA received on 2 July 2021.

On 27 November 2020 the Executive
Council of the AT approved the 2020-
2023 tariff provisions with Resolution no. 5.

ARERA provided approval with resolution
220/2021/R/idr of 25 May 2021.

AURI approved the 2020-2023 tariff
provisions with Resolution no. 10

of 30 October 2020.

ARERA approved the same with Resolution
36/2021 of 2 February 2021.

AURI approved the 2020-2023 tariff
structure with the resolution by the
Assembly of Mayors 12 of 30 October
2020.

ARERA provided approval with resolution
553/2020 of 15 December 2020.
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Revenue from the Integrated Water Service

The table below indicates for each Company in the Water Segment
the amount of revenue in 2021 valued on the basis of the new MTI-

items and the FoNI component.
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3 Tariff Method. The data also include the adjustments of passing

Company
(pro quota values in € million) Revenue from the IWS FoNI
Acea Ato2 FNI =561
677.6 AMM_ | =134
Acea AtoS FNI'=39
82.2 AMM_ =52
GORI 209.7 AMM, =44
Acque 2 -
Publiacqua FNI =27
973 AMM_ =104
AdF n.8 AMM_ =111
Gesesa 129 AMM_ =02
Geal 8.6 AMM, =11
Acea Molise 54 -
Sl 38.0 AMM_ =11
Umbra Acque 30.7 AMM_ =12

FoNI

BUSINESS MODEL
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RELATED PARTY TRANSACTIONS

ACEA GROUP AND
ROMA CAPITALE

Trading relations between Acea Group companies and Roma Capi-
tale include the supply of electricity and water and provision of ser-
vices to the Municipality.

Among the principal services are the management, maintenance
and upgrading of public lighting facilities and, with regard to en-
vironmental-water services, the maintenance of fountains and
drinking fountains and the additional water service, as well as con-
tract work.

Such relations are governed by appropriate service contracts and
the supply of water and electricity is conducted by applying the tar-
iffs in force on the market adjusted to the supply conditions.

grated water services under the terms of two thirty—year conces-
sion agreements. Further details are provided in the section “Service
concession report”.

In 2019, Roma Capitale and the Acea Group began a technical
round table to define some previous positions regarding the services
provided under water service and public lighting contracts. At pres-
ent, the parties are continuing to reconcile their respective items.
For further information regarding relations between the Acea
Group and Roma Capitale, reference should be made to the dis-
closures regarding receivables and payables from and to the Parent
Company in note 24 of this document.

The following table shows details of the main revenues and costs
at 31 December 2021 of the Acea Group (compared to those of

the previous year) deriving from the most significant financial re-

Acea and Acea Ato2, respectively, provide public lighting and inte- lations.
€ thousand 31/12/2021 31/12/2020
Revenues
Supply of fresh water 41,244 41,862
Supply of electricity 94 35
Public Lighting Service contract 32,368 33,666
Public Lighting contract interest 6,338 7,000
Water maintenance service contract 170 185
Monumental fountain service contract 170 185
Costs
Concession fee 26,337 26,333
Lease fees m 10
Taxes and duties 2967 3,857
Reference should be made to note 25.b for details on the impact of
these transactions, while the table below summarises the changes in
receivables and payables.

Collections/
€ thousand 31/12/2020 Payments Accruals 2021 31/12/2021
Receivables 192,729 (123,145) 80,837 150,421
Payables (221,316) 155,561 (116,844) (182,598)

ACEA GROUP AND
ROMA CAPITALE GROUP

The Acea Group also maintains trading relations with other com-
panies, special companies and entities owned by Roma Capitale,
mainly concerning the supply of electricity and water.

The supply of services to entities owned by the Roma Capitale
Group is also conducted by applying the tariffs in force on the mar-
ket adjusted to the supply conditions. The prices applied to sales of
electricity to free market users are in line with the sales policies of

Acea Energia.
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Acea Group and entities owned by the Roma Capitale Group.
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Roma Capitale Group Trade payables Costs  Trade receivables Revenues
AMA SpA 826 1,399 3,579 5,636
ATAC SpA 103 201 7,494 1,489
Roma Multiservizi SpA ©) 0 0 0
Assicurazioni di Roma - Mutua Assicuratrice Romana 1 3,588 7 @
Total 929 5,189 11,081 7,124

ACEA GROUP AND MAIN
CALTAGIRONE GROUP
COMPANIES

The Acea Group companies maintain trading relations that mainly
concern the supply of electricity and water.

€ thousand

Revenues Costs

The supply of services to entities owned by this company is con-
ducted by applying the tariffs in force on the market adjusted to
the supply conditions. The prices applied to sales of electricity to
free market users are in line with the sales policies of Acea Energia.
The following table shows the most significant amounts relating to
financial relations between the Acea Group and the main entities
owned by the Caltagirone Group at 31 December 2021.

Receivables

Payables

Caltagirone Group

14 92 167 51

ACEA GROUP AND SUEZ
ENVIRONMENT COMPANY SA
GROUP

There were no relations with companies in the Suez Group as at 31
December 2021. It must also be noted that the financial balanc-
es described above do not include relations with companies in the
Group consolidated under the equity method., which are included
in the financial statements.

List of significant related party transactions

It should be noted that no non-recurring significant transactions
with related parties were carried out during the period. The table
below shows the percentage weight of transactions with related
parties on the statement of financial position, the income state-
ment and the cash flow statement.

Impact on the statement of financial position Of which with Of which with

€ thousand 31/12/2021  related parties Impact 31/12/2020  related parties Impact
Financial assets 22,549 8,319 3690% 38,781 21156 54.60%
Trade receivables 1,071,644 51,601 4.80% 981,509 72,080 7.30%
Current financial assets 407944 113,981 2790% 379,859 143,097 37.70%
Trade payables 1,706,363 51,965 3.00% 1,627,119 77,230 4.70%
Borrowings 285,222 120,137 4210% 419,822 133,714 3190%
Impact on the income statement Of which with Of which with

€ thousand 31/12/2021  related parties Impact 31/12/2020  related parties Impact
Consolidated net revenue 3,972,044 101,556 2.6% 3,378,902 103,822 31%
Consolidated operating costs 2,737,018 52,416 19% 2,254,088 53,743 24%
Total Financial (costs)/income (85,897) 7142 (8.3%) (88,018) 13,886 (15.8%)
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€ thousand 31/12/2021  related parties Impact 31/12/2020  related parties Impact
Increase in receivables included in the working

capital (184,891 20,479 M%) 25,854 27,18 107.2%
Increase/decrease in payables included

in the working capital 90,810 (25,265) (27.8%) (174,236) (34,089) 19.6%
Collections/payments deriving from

other financial investments 1,340 41953 3132.0% (1,034,008) (16,142) 1.6%
Dividends received 7423 7,423 100.0% 29,848 29,848 100.0%
Decrease/increase in other short-term

borrowings (146,968) (13,577) 9.2% (20,795) 54,098 (260.1%)
Dividends paid (96,743) (96,743) 100.0% (93,212) (93,212) 100.0%
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UPDATE ON MAJOR DISPUTES

AND LITIGATION

TAX ISSUES

Tax audit of SAQO (now incorporated into
Acea Ambiente)

In October 2008, the Revenue Agency notified the company with
two notices of assessment which reassessed, inter alia, the tax re-
ports for the tax years 2003 and 2004 with regard to the IRES
tax. The alleged irregularities arise from the application of article 14,
paragraph 4-bis of Law no. 537 of 24 December 1993.

The appeals filed by the Company were merged by the Tax Com-
mission of Terni which, in the month of May 2009, upheld the
application for suspension filed by SAO and in November 2009
stayed the proceedings by raising the issue of the constitutionality
of art. 14, paragraph 4-bis of Law no. 537 of 24 December 1993,
upon which the tax assessment was based.

By decision of March 2011 the Constitutional Court dismissed the
constitutionality issue and remanded the proceedings to the Tax
Commission of Terni. In January 2013, the Commission upheld the
appeals filed by SAO and ordered the Agency Revenue to pay 50%
of the legal costs incurred by the Company.

By judgement 419/04/14 issued on 24 February 2014, filed in July
2014, the Regional Tax Commission of Umbria rejected the appeal
filed by the Revenue Agency, ordering it to pay the legal costs. On
21 September 2015, the company received from the State Attor-
ney General the appeal filed by the Revenue Agency with the Court
of Cassation against the cited judgement 419/04/14: SAO (now
Acea Ambiente) filed its appearance with a defence statement and
simultaneous conditional cross-appeal, on 28 October 2015. Cur-
rently no date has been fixed for the hearing before the Supreme
Court of Cassation.

In addition to the above, in November 2008, the Revenue Agency
notified the company, and the former Parent Company EnerTAD
SpA, with a notice of assessment that reassessed the IRES tax due
for the 2004 tax period, establishing an additional tax charge of
€ 2.3 million for taxes, net of penalties, where applicable. The al-
leged irregularities arise from the application of art. 14, paragraph
4-bis of Law no. 537 of 24 December 1993.

The Company’s defence arguments were upheld by both the Pro-
vincial and the Regional Tax Commission. In February 2013, the
Revenue Agency appealed to the Supreme Court of Cassation and
the company filed its appearance.

The Court of Cassation with judgements no. 29153/21 and no.
29400/21, overturning completely the rulings of the Tax Commis-
sions, cancelled the appealed judgements and sent the case back to
the RTC of Umbria for a new examination of the disputes.

The cases must be resumed within the term of six months from the
filing of the Court of Cassation judgements under the terms of art.
63 of ltalian Legislative Decree no. 546/1992 so that the RTC can
proceed to a new examination of the disputes.

In any case, it is believed that the actions of the tax authorities
mentioned above are illegitimate, and that the risk of having to
pay the full amount is remote, which previous shareholder (En-
ertad, now Erg Renew) will be obliged to pay on the basis of the
guarantees issued as part of the purchase/sale agreement regard-

ing the shares of the direct parent company ARIA Srl (now Acea
Ambiente Srl).

For the sake of completeness, we also mention that in Jan-
uary 2009, the company challenged the decision ref. no.
2008/27753 of 27 November 2008 by which the Revenue
Agency suspended the payment of a VAT refund claimed by the
Company for the 2003 tax year. This refund amounting to € 1.3
million, was recognized by the tax authorities, but it was sus-
pended as a precautionary measure due to the above mentioned
tax assessments. The Tax Commission, with Ruling issued follow-
ing the hearing held in March 2010, upheld the appeal lodged
by the company, thus cancelling the cited measure against the
aforementioned ruling. The Court of Cassation with judgement
no. 33284/21 of 11 November 2021, accepted the appeal pre-
sented by the Revenues Agency against the judgement of Sect.
no. 4 of the Umbria RTC no. 52/04/12 of 26 March 2012, which
had cancelled the measure with which the Office ordered the
suspension of disbursement of the VAT rebate related to the
2003 tax period.

It should be noted that the receivable concerning the above VAT
refund was sold for valuable consideration in July 2010. The buyer
lodged an appeal, simultaneously requesting discussion at a public
hearing for the cancellation of measure 73747/2011 by which the
Terni Provincial Department of the Revenue Agency declared the
sale of said VAT credit from SAO to said assignee to be unaccept-
able. By ruling no. 52/04/12 issued on 3 October 2011 and filed on
26 March 2012, the Perugia Regional Tax Commission rejected the
appeal filed by the Tax Authorities, with reimbursement of costs.
The Revenues Agency lodged an appeal to the Court of Cassation.
With judgement no. 29050/21 of 20 October 2021 the Court of
Cassation rejected completely the appeal presented by the Reve-
nues Agency.

Tax audit of areti

In the Report on Findings (PVC) concerning the general inspection
for 2010, am assessment was also made for the years from 2008 to
2012 on the taxation treatment of some items that were previously
inspected and had a multi-annual validity.

On the basis of the notification made in the PVC, the Lazio DRE
- Major Taxpayers’ Office served five notifications of assessment
concerning VAT for 2009, 2011, 2012, 2013 and 2014.

With regard to the notices relating to 2009, 2011 and 2012, the
Regional Tax Commission considered the company’s reasons valid
and annulled the notices of assessment, and the litigation is now
pending before the Court of Cassation. With regard to the year
2013, the CTP rejected the appeal filed by the Company. The date
of discussion for the notice of assessment for the year 2014 has not
yet been set.

On the basis of another report, the Company received notices of
assessment for the years 2011 to 2014 concerning the IRAP treat-
ment of tariff benefits granted to employees and former employ -
ees. With regards to the year 2011, the Regional Tax Commission,
confirming the first level judgement, annulled the notification. The
case is now pending with the Court of Cassation. With regards to

BUSINESS MODEL
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the year 2012, the Provincial Tax Commission annulled the notice
of findings and the Revenue Agency filed an appeal against this
judgement. The Company is waiting for the date to be set for the
second level hearing. For the years 2013 and 2014, the PTC re-
jected the Company’s appeal. On 23 January 2020 the Company
served notice of appeal against the first instance decision related
to 2013. For the year 2014 the terms for presenting an appeal are
still pending.

Tax disputes/lawsuits with ARSE
In January 2016, ARSE, a company at the time already closed due

to complete spin-off, was informed of a notification of liquidation
of the complementary register fee concerning the requalification
of the conferment transaction and subsequent transfer of the eq-
uity investment in Apollo Srl, a company in the photovoltaic seg-
ment. The tax demanded, including interest, amounts to € 672
thousand.

On 7 March 2017, the beneficiaries of the ARSE - Acea SpA,
Acea Liquidation e Litigation (ex Elga Sud) and Acea Produzione -
believe the notification of liquidation is groundless as regards both
the obvious technicalities in terms of its form and as regards the
dispute involved in the notification.

On 15 January 2018, the hearing for discussion was held be-
fore the Provincial Tax Commission of Rome. By judgement no.
1926/15/2018 deposited on 22 January 2018, the judges cancelled
the notice of assessment challenged. On 5 June 2018 the Office
filed an appeal against the above judgement; the companies joined
the proceedings in the second instance, filing counterarguments on
7 August 2018. As of today’s date, a hearing to discuss this case has
not yet been scheduled.

On 14 June 2012, the Company was delivered a Report on Find-
ings from the Italian Financial Police - Rome Tax Police Department
following its inspection to check the correct use of the tax suspen-
sion provisions under the VAT tax warehouse system pursuant to
art. SO-bis of Italian Decree Law 331 of 30 August 1993 (“VAT
Deposits”), relating to certain assets imported by the Company in
2009, 2010 and 2011.

Based on the alleged abusive use of the aforementioned system by
the company, the inspectors charged the company with failure to
pay VAT onimports — for 2009, 2010 and 2011 — amounting to a
total of € 16,198,714.87.

On 6 August 2012 the company submitted a defence brief pur-
suant to art. 12, paragraph 7, of Law no. 212 of 27 July 2000 con-
cerning the findings contained in the aforementioned Report on
Findings.

The issue relating to the concepts of simulated warehouses and the
introduction of goods to the country is particularly well-known and
debated and has been the subject of numerous papers on practices
issued by the Customs Authority and several cases of legal inter-
vention.

The company considers that all the factual and legal conditions en-
visaged in the regulation on the use of VAT Deposits, as interpreted
by the relevant administrative bodies, were fully satisfied and there-
fore the aforementioned Report on Findings is without grounds.

Tax audit of Acea Ato5

On 7 March 2018 the Guardia di Finanza - Economic and Finan-
cial Police Unit of Frosinone - Section for the Protection of Public
Finance commenced a general tax audit of the Company. The audit
was concluded on 25 October 2018 with the drafting of the PVC
(Audit Report) that alleged substantial violations of income taxes

and IRAP by the Company in the 2013 tax year.
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It is also noted that on 21 December 2018 the Court of Frosi-
none — section of the judge for preliminary investigations
notified the Company of a decree of preventive seizure (no.
3910/2018) of the financial resources present in the Compa-
ny’s current accounts up to the value of € 3.6 million, charg-
ing the Company with a crime under art. 4 of ltalian Legislative
Decree 74/2000.

On 24 December 2018 the Company produced and filed with pro-
tocol no. 77899 its own Observations regarding the PVC, drawn up
according to article 12, paragraph 7 of ltalian Law no. 212 dated 27
July 2000.

On 3 January 2019, the Inland Revenue — Provincial Department
of Frosinone - Control office, notified the Company of assess-
ment notice no. TKOOC6MO02152/2018, with which the tax re-
turn was adjusted for IRAP for the 2013 tax period for an amount
payable by the company of € 591 thousand for taxes, net of fines
and interest. The findings identified derive from application of
arts. 5 and 25 of Italian Legislative Decree 446/97 and in particu-
lar relate to an undue downward variation due to the use of a risk
provision, the omitted accounting/declaration of positive income
components as well as the undue deduction of negative income
elements related to default interest. The Company appealed
against the said assessment before the Provincial Tax Commission
of Frosinone. Based on the assessments of its tax advisors, the
Company has not identified any particular risk with regard to this
audit.

In any case, taxes were paid on a provisional basis pending the
trial, the hearing for which was held on 3 July 2019. On 23
October 2019 sentence no. 475/1/2019 was filed by the Pro-
vincial Tax Commission of Frosinone rejecting the appeal filed
by the Company against the administrative fine imposed by
the Revenue Agency for violations ascertained by the Guardia
di Finanza for 2013. The Company challenged the aforemen-
tioned judgement and filed an appeal before the Regional Tax
Commission.

Itis noted that the findings for IRES purposes relating to the afore-
mentioned tax assessment report have been the subject of a sepa-
rate assessment as described below.

Finally, it is noted that on 1 February 2019, having examined the
request for review pursuant to art. 324 of the Italian code of crim-
inal procedure proposed by the Company, the Court of Frosinone,
having heard the parties in the Council Chamber at the hearing and
dissolved the reservation, annulled the decree of preventive seizure
issued by the examining judge and ordered the restitution of the
seized property to the party entitled.

It should also be noted that the audit continued for the tax years
2014-2018, ending with the drafting of a further tax assessment
report on 30 October 2019.

As a result of the tax audit carried out, the tax authorities found that
the company had committed a series of substantial violations with
regard to IRES and IRAP for the tax periods from 2014 to 2017,
except for what had already been found for 2013 with the previous
PVC of 25 October 2018 and partly amended.

Also in relation to this last PVC, the Company submitted specific
comments and also requested the cancellation in self-protection of
what is subject to adjustment for 2013.

Nevertheless, on 31 December 2019, the following were served by

the Revenue Agency:

« notice of assessment no. TKQOE6MO1680 regarding IRES for
2013, for an amount of € 3.1 million for taxes, net of penalties
and interest;
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+ notice of assessment no. TKQOC6MO1854 regarding IRAP for
2014, for an amount of € 0.9 million for taxes, net of penalties
and interest;

« notice of assessment no. TKQOE6MO1853 regarding IRES for
2014 for an amount of € 5.2 million for taxes, net of penalties
and interest.

The notices of Ires assessment were served to the Parent Compa-
ny Acea as consolidating company. The companies filed an appeal
before the Provincial Tax Commission of Frosinone on 28 February
2020. With regard to the findings contested in said notices of as-
sessment, supported by the opinion of their tax advisors the Com-
panies consider the Inland Revenue’s requests to be completely
groundless. The Revenues Agency lodged an appeal. The Company
entered an appearance at second instance by filing counterargu-
ments. The case is pending as a hearing is still to be fixed.

The PTC of Frosinone accepted the company’s defensive argu-
ments and cancelled the notices related to IRES years 2013 and
2014 and IRAP year 2014 ordering the Agency to pay the costs.

On 23 December 2021, the following were served by the Revenues

Agency:

+ notice of assessment no. TKQOE6MOO539 regarding IRES for
2016 for an amount of € 1.3 million for taxes, net of penalties
and interest;

« notice of assessment no. TKQOE6MOO541 regarding IRAP for
2016, for an amount of € 0.2 million for taxes, net of penalties
and interest;

On 28 December 2021, the following were served by the Revenues

Agency:

« notice of assessment no. TKQOE6MOO387 regarding IRES for
2015, for an amount of € 1.5 million for taxes, net of penalties
and interest;

+ notice of assessment no. TKQOE6MOOS521 regarding IRAP for
2015 for an amount of € 0.3 million for taxes, net of penalties
and interest;

The notices of Ires assessment were served to the Parent Company
Acea as consolidating company.

The Company appealed the verification notice with the Provincial
Tax Commission of Frosinone within the deadline of 60 days from
the date of notification of the aforementioned notices of assess-
ment, jointly and severally with the Parent Company Acea SpA.
Supported by the opinion of its tax advisors, the Company believes
that there is a risk of losing the case in the “remote” tax proceedings.

Customs audits of Umbria Energy SpA

In 2016, the Terni Customs Office, after completing an audit at
the company relative to declarations of energy consumption for
the years 2010 to 2012, issued a series of provisions in the form of
payment orders and deeds issuing fines in the amount of € 1,410
thousand for the Province of Perugia and of € 862 thousand for
the Province of Terni.

The Office claimed taxes had not been paid (excise and addition-
al electricity taxes) and errors in the completion of consumption
declarations.

The company promptly challenged these provisions with the rele-
vant institutions.

In 2017, the Perugia Provincial Tax Commission rejected the appeal
submitted by the Company arguing the substantive relevance of the
conduct upheld and declared that in the event of any billing adjust-
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ments, the procedure to be applied is that of submitting a formal
request for reimbursement to the Office in accordance with art.
14 of the Environment Act. The relevant sentences were promptly
appealed by the Company and the corresponding judgements are
currently pending before the Perugia CTR, which has postponed
the proceedings to be rescheduled.

With regard to the deeds challenged by the Company relating to
the electricity injected for consumption in the province of Terni for
the year 2010, the decision of appeal, while confirming the deci-
sion of the first instance with regard to the tax due, found that the
obligation of the Office to recalculate the penalty was justified. The
ruling was promptly appealed by both the Company and the Cus-
toms Agency and the relevant case is currently pending before the
Supreme Court of Cassation.

Management carried out the appropriate provisioning, reflecting
the level of risk to which the Company is exposed on the basis of
the opinion issued by an external professional, appointed to defend
the Company.

At 31 December 2021, as there are no new elements that could
change the assessment of the risk inherent in the dispute in ques-
tion, the provision of € 1.0 million has been kept unchanged with
respect to the previous year.

OTHER ISSUES

Acea Ato5 - Injunction Order requested

for credit collection on the settlement
agreement of 2007 with OTAA 5

With regard to the € 10,700,000 receivables for higher costs
incurred in the 2003-2005 period, pursuant to the Settlement
agreement of 27 February 2007, on 14 March 2012, Acea Ato5
lodged an appeal for an injunction order concerning the receivables
recognised by the OTAA to the company.

Accepting the appeal, the Court of Frosinone issued Injunction
Order no. 222/2012, enforceable immediately, notice of which was
served to the Area Authority on 12 April 2012.

By notice dated 22 May 2012, the OTAA sent notice of its opposi-
tion to the injunction order, requesting the cancellation of the order
and, as a precautionary measure, the suspension of its provisional
enforcement. Moreover, as a counter-claim, it submitted a claim
for the payment of concession fees totalling € 28,699,699.48.
Acea Ato5S appeared before the court in the proceedings against
the injunction order, challenging the adversary’s demands and in
turn formulating a counter-claim for the payment of the entire
amount of higher costs incurred by the Operator and originally re-
quested, totalling € 21,481,000.00.

Following the hearing on 17 July 2012, the Judge — in an Order
filed on 24 July — suspended the temporary enforcement of the
injunction order, and postponed to a later date the discussion of the
merits of the issue.

The judge also rejected the request for an order of payment of the
concession fees submitted by the OTAA.

During the hearing on 21 November 2014, the judge withdrew the
reservations on the motions for admission of evidence filed by the
parties and fixed the hearing for the final statements on 15 No-
vember 2016. During the hearing, the judge granted the terms for
the conclusions and replies and deferred the decision on the case.
In sentence 304/2017, published on 28 February 2017, the civil
judge revoked the injunction decree issued in 2012, rejected the
subordinate re-conventional request by Acea Ato5 and ordered the
deferral of the case in the preliminary proceedings concerning the
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re-conventional request by the OTAA as regards the payment of
the concession fees.

At the hearing of 17 November 2017, the Judge, having acknowl-
edged the counterparty request, postponed the hearing to 27 Feb-
ruary 2018. At the outcome of the aforementioned hearing, the
new Judge who took charge of the case, having noted the discrep-
ancies that emerged in the respective accounts of Acea Ato5 and
OTAA, granted a postponement to 4 May 2018, inviting the par-
ties to clarify the reasons for such discrepancies and specifying that
if they could not the court would appoint an expert to do so. At
this hearing there was a further postponement until 21 September
2018.

At this meeting, in light of the Conciliation Panel established on 11
September 2018 with OTAA 5 — pursuant to art. 36 of the Man-
agement Agreement to which the question concerning the deter-
mination of concession fees was also referred, among others — the
Parties asked the judge for a postponement, the hearing being
scheduled for 15 February 2019, then postponed to 17 Septem-
ber 2019. The proceeding has been adjourned several times, with a
hearing most recently set for 12 April 2022. We can also note that
negotiations are underway between the parties.

In connection with these proceedings, the appeal must be consid-
ered against the judgement of the Court of Frosinone that revoked
the Court Order of € 10,700,000, initially issued by said Court.
The Court, after hearing the respective positions of the parties,
adjourned the case to 20 November 2020 for the oral discussion
and the delivery of the judgement pursuant to art. 281 sexies of the
code of civil procedure. The case was then further postponed after

a request by the parties, to 6 July 2022.

The Company did not consider cancelling the receivable or setting

aside any risk provisions for two reasons:

e the issue in question, which relates to the recognition of the
amount owed by the Operator (of € 10,700,00.00) in con-
nection with the 2007 settlement, the subject of sentence no.
304/2017 of the Court of Frosinone, appealed by Acea Ato5
SpA to the Court of Appeal of Rome (RG no. 6227/2017), was
referred to the Conciliation Board for further investigation, in-
cluding legal matters;

o the legal assessments made by the lawyers illustrate, on the one
hand, the validity of the appeal and, on the other hand, the fact
that the nullity of the transaction does not in itself determine the
non-existence of the receivable.

The validity of the appeal and the decision not to cancel the re-
ceivable were further confirmed by the conclusions of the Concil-
iation Board, established by the Area Authority and the Operator,
in accordance with the provisions of article 36 of the Management
Agreement, in order to reach a settlement of the various disputes
pending between the parties.

In its Conciliation Proposal sent to the parties on 27 Novem-
ber 2019 and currently being examined by the OTAA 5 Con-
ference of Mayors, the Conciliation Board has in fact, among
other things:

« ascertained the existence of significant differences between the
concession fees approved in the various tariff arrangements and
the amounts to be paid to the Municipalities. In the opinion of
the Board, the actual existence of such differences leads one
to believe that Resolution no. 4/2007 of the Area Authority
was based on credible elements, also found afterwards, where it
identified the “savings on the concession fees to be paid to the

CORPORATE HIGHLIGHTS

FINANCIAL HIGHLIGHTS ORGANISATIONAL MODEL

3. CONSOLIDATED FINANCIAL STATEMENTS

Municipalities” (which could constitute the financial funding to
pay a loan stipulated by the Area Authority) as the financial cov-
erage for the payment to the Operator of the sums envisaged
in the settlement. This conclusion, highlighting the plausibility
of the sources of coverage identified by the Area Authority to
finance the settlement, confirms the validity of the appeal filed
by the Company against sentence no. 304/2017, by which
the Court of Frosinone declared the nullity of Resolution no.
4/2007 of the Area Authority and of the settlement agreement
precisely because of the alleged failure to identify the related
financial coverage in violation of the disclosure regulations, since
the reference to “unspecified savings on the concession fees to
be paid to Municipalities” was not considered adequate and suf-
ficient;

e considered that there are valid and grounded reasons to grant
the Operator’s request for recognition of higher operating costs
incurred in the three-year period 2003-2005 to the reduced
extent agreed to by the parties in the settlement, thus confirm-
ing the existence of the corresponding receivable in the Com-
pany’s financial statements.

Criminal proceeding no. 2031/2016

With regard to criminal proceeding no. 2031/2016 concerning
the financial years 2015, 2016 and 2017, on 4 January 2019
the current Chairperson of the Company was served with an
invitation to appear in person subject to investigation and infor-
mation of guarantee for alleged offences attributable to false
financial statements and false corporate communications. This
measure also affected the Chairpersons of the Company and
the representatives of the control bodies in office in those fi-
nancial years. The preliminary hearing was held on 26 October
2021, adjourned to 15 November 2021, in order to assess the
admission of civil parties and then adjourned to 13 December
2021 for the same obligations and then to 10 January 2022,
in order to dissolve the reservation on the admission of civil
parties. The Preliminary Hearing Judge, having withdrawn the
reservation, issued an order whereby, with the exception of the
associations “Free Monte” and “Codici Onlus”, all the parties
allegedly harmed by the facts of the crime against the defend-
ants were admitted.

Finally, at the instigation of several civil parties, the citation of Acea
AtoS and OTA 5 Lazio Meridionale Frosinone as civilly liable was
authorised. Ordered to be postponed until 18 February 2022. Dur-
ing the course of the hearing, Acea Ato5S was presented as the party
liable under civil law, and the judge adjourned the hearing until 14
March 2022 to allow the Public Prosecutor and the civil parties to
respond to the territorial jurisdiction issue put forward by the de-
fendants’ defense.

At the hearing of 14 March 2022, the judge of the preliminary hear-
ing rejected the question of territorial jurisdiction and adjourned the

hearing to 28 March 2022 for the continuation.

Acea Ato5 - Lazio Regional Administrative
Court appeal of contract termination

With regard to the matter of the termination of the Management
Agreement, we are awaiting rulings on the appeals filed by sever-
al Municipalities of the OTA 5 against sentence no. 638/2017 by
which the Lazio Regional Administrative Court — detached section
of Latina upheld the appeal filed by the Company against resolution
no. 7 of 13 December 2016 of the Conference of Mayors that or-

dered the resolution, annulling the measure.
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It should be noted that the aforementioned appeals do not present
any arguments of particular novelty or relevance with respect to
what has already been submitted for the examination of the Court
of First Instance, nor have the appellants proposed an application
for interim relief. In any case, the Company filed the formal docu-
ments for both disputes, for which as of today there is no informa-
tion regarding the scheduling of the hearing.

Acea Ato5 - ASI| Consortium

The ASI Consortium filed two injunction decrees for the reim-
bursement of the portion of the treatment service carried out on
behalf of Acea Ato5 (case value € 14,181,770.45). The two decrees
were opposed by the Company which, in turn, submitted an ap-
plication for the supply of water for industrial use provided to the
Consortium.

In detail (i) with reference to the case initiated following appeal
no. 3895/2013 (value of the case € 7,710,946.06), on 15 May
2018 the definitive settlement agreement was signed by Con-
sorzio ASI, Acea Ato2 and Acea Ato5; (i) with reference to the
case initiated following appeal no. 3371/2016 (value of the case
€6,470,824.39), the Judge ordered several adjournments and the
next hearing was set for 2 March 2021.

At the same time, during the negotiations, the opportunity emerged
to define in settlement reciprocal debit/credit positions for the 2016-
2017 period, as well as the opportunity to reach the definition of a
framework agreement aimed at regulating — starting from 2018 and
for the future — the water supply service provided by Acea Ato5 to
the ASI Consortium, as well as the sewerage and treatment service
rendered by ASI for Acea AtoS, in relation to which on 9 January
2019 the related agreement was signed by the Parties.

Finally, the Parties reached an additional amicable settlement for
the reciprocal receivables relative to the 2012-2017 period, ap-
plying the same criteria already adopted when concluding the inter
partes relations for the 2004-2011 period. An integral part of the
Settlement Agreement is the commitment made by Acea Ato5 to
acquire, for pay, the water network owned by ASI, for an amount
to be determined within the limits established in the Agreement in
question, after an appraisal to be carried out by a third party hired by
the OTS and without prejudice to the fact that the entire operation
was subordinate to express consent from the Area Authority. On 15

March 2021, the parties signed the Agreement.

Acea Ato5 - Municipality of Atina - Cit
Council Resolution no. 14 of 17 April 2019

Following the transfer of the management of the IWS of the Mu-
nicipality of Atina to Acea Ato5, on 19 April 2018, the Municipality
decided to “establish the optimal territorial sub/area called Atina
Territorial Area 1, with reference to the optimal territorial area no.
5, for the continuity of the autonomous and direct management
of the water service pursuant to art. 147 paragraph 2-bis of ltalian
Legislative Decree 152/2006, declaring the Integrated Water Ser-
vice “local public service without economic importance” (Municipal
Council resolution no. 14 of 17 April 2019).

OTAA 5 appealed the above resolution before the Lazio Regional
Administrative Court — Latina Section — also serving the Compa-
ny and the Lazio Region.

As far as Acea AtoS is concerned, while the legal action taken by
the AGB is suitable to protect the interests of the Operator, the
Company has deemed it appropriate to file suit and is waiting for
the hearing to be set.

On 1 June 2021 with Note no. 2241/2021 the Lazio region also

expressed itself on the subject, repeating the unacceptability of
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the Municipality’s request for recognition of the Atina 1 Sub Area
within the Optimal Territorial Area 5 Frosinone, because this would
be contrary to the current national and regional legislation (Italian
Legislative Decree no. 152 of 3 April 2006, and Regional Law no. 6
of 22 January 1996). The Municipality therefore continues to have
the obligation to award in free concession of use to the operator
of the integrated water service the water infrastructures it owns,
as provided for in art. 153 paragraph 1 of ltalian Legislative Decree
152/2006.

Acea Ato5 - Municipality of Anagni -
Appeal to the Lazio Regional Administrative
Court - Latina Section — cancellation of
order to demolish treatment plant, Munici-
pality of Anagni, San Bartolomeo district

On 4 November 2021, with Executive Order no. 236/2021 the
Municipality of Anagni ordered the demolition and removal of the
Treatment Plant located in the San Bartolomeo district (Anagni)
and the consequent restoration of the original condition of the
places as they were before the work began. The local Council alleges
that the said infrastructure was created in breach of art. 10 of Italian
Presidential Decree 380/2001, given that the work is said to have
been done without planning permission, and in breach of art. 24 of
Italian Presidential Decree 327/2021, given the non-definition of
the expropriation order with the due notification procedures. In ad-
dition, according to the Council the plant occupies an area covered
by the constraint for sites of national interest (Hydrographic basin
of the River Sacco). Against this measure the Company presented
an application for access to the records, which was rejected by the
Municipality.

At the same time the Company lodged an appeal with the Lazio Re-
gional Administrative Court (RAC) — detached section of Latina
— inorder to obtain, as a precautionary measure, the suspension of
the effectiveness of the measure appealed against and, on the mer-
its, the acceptance of the application for access to the records and
the cancellation of the executive order. With an order of 14 January
2022 the Lazio RAC accepted the precautionary application and
set the hearing of the merits for January 2023.

Civil judgment RG 4164/2013 (Opposition
to the injunction of the Municipality

of Fiuggi)

With Injunction no. 1131/13, No rg 1966/2013, issued by the Court
of Frosinone on 25 July 2013, the Municipality of Fiuggi was or-
dered to pay to Acea AtoS the sum of € 185,685.00 for outstand-
ing invoices relating to the supply of water to users attributable to
the Municipality.

The Municipality of Fiuggi served a writ of summons opposing said
injunction, requesting the revocation of the same and, by way of
counterclaim, the condemnation of Acea to pay the Municipality
of Fiuggi the sum of € 752,505.86 by way of loan instalments ac-
crued and unpaid from 2009 to 1 August 2013, as well as subse-
quent accruals and maturities, plus interest until payment in full, and
to order Acea AtoS to reimburse the Municipality of Fiuggi all the
expenses that, due to the lack of timely intervention by the obligat-
ed water operator, were incurred by the Municipality.

The Municipal Administration also requested that Acea AtoS be
sentenced to pay compensation to the Municipality of Fiuggi for
the pecuniary and non-pecuniary damages suffered and to be suf-
fered, leaving the quantification to a designated expert. A designat-
ed expert was therefore ordered to verify and quantify the claims
of the parties.
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Pending the proceedings, the parties entered into negotiations with
a view to verifying the possibility of settling the dispute amicably.
At present, the proposals put forward by the counterparty are not
deemed acceptable, therefore, whilst not ruling out the possibility
of reaching an agreement, it was deemed appropriate to reconsider
the continuation of the proceedings.

Following the filing of the expert’s report, which was contested in
every aspect by the Company, an additional investigation was car-
ried out and the related activities were scheduled. The case is pend-
ing before the Court of Frosinone no. 4164/2013.

At the hearing of 2 March 2021, the designated expert was exam-
ined and the Judge, lifting the reservation, adjourned the case for
the definition of conclusions to the hearing of 11 March 2022.

The dispute was settled by conciliatory agreement on 30 Decem-
ber 2021; the judgement will remain suspended in order to verify
the fulfilment of the commitments undertaken. The Company has
made the provision in the financial statements consistent with the
settlement agreement reached on a prudent basis so as to ensure
coverage of any costs arising from the agreement.

Class Actions pursuant to art. 140-bis of
Italian Legislative Decree 206/2005

On 17 May 2019 a summons was served initiating a class action un-
der the terms of art. 140-bis of ltalian Legislative Decree 206 of
2005 before the Court of Rome.

This is a case to which the Company is paying the maximum atten-
tion, taking into account the specific nature of the proceeding and
the circumstance that, recently, two class actions brought by users
against Acqualatina and Abbanoa were judged to be admissible.

The case RG. no. 33344/2019 — which originates substantially

from the Cassino No Acea Committee — was launched against the

company in the interest of 729 users, in order to:

+ ascertain the non-existence/nullity of contracts in being be-
tween the users and the Operator;

« ascertain the illegitimate application of the pro die method,;

« declare not payable the sums requested for previous items;

+ have the Company ordered to return any sums received.

The case was initially adjourned to 19 March 2020 to discuss the
admissibility of the action initiated by the plaintiff parties and subse-
quently adjourned ex officio, most recently to T March 2021.

At the hearing on T March 2021 — in which the admissibility of the
action was discussed — the Court granted a deadline for briefs and
on 5 November 2021 the Civil Court of Rome adopted a measure
with which it declared inadmissible the class action brought by the
NO Acea Committee. The Committee consequently lodged an ap-
peal before the Court of Appeal with a hearing set for 4 April 2022.

Acea SpA - SMECO

With a writ served in the autumn of 2011, Acea was summoned to
court to answer for alleged damages that its alleged non-compli-
ance with unproven and non-existent obligations that are assumed
to have been part of the shareholders’ agreement regarding the
subsidiary A.S.A. - Acea Servizi Acqua, by its minority sharehold-
ers and their respective shareholders. The petition is for more than
€10 million.

With sentence no. 17154/15 of 17 August 2015, the Court rejected
the application in its entirety and sentenced the parties jointly and
severally to the reimbursement of Acea for legal expenses. On 1
October 2015, SMECO lodged an appeal to the 2nd Section of
the Court of Appeal of Rome. After a number of postponements,
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the hearing to clarify the conclusions was set for 3 November
2020.

With a judgement of 11 June 2021, the Court rejected com-
pletely the appeal lodged by the plaintiff, ordering the same to
refund the legal expenses to Acea. The proceeding has now been
concluded.

Acea SpA - Milano 90

This issue concerns the failure to pay sums due for the balance
of the sale price of the area in the Municipality of Rome with
access from via Laurentina no. 555, formalised with a deed dated
28 February 2007 and with a subsequent supplementary deed
of 5 November 2008. With the supplementary deed, the par-
ties agreed to change the fee from € 18 to € 23 million, while
eliminating the earn out, setting 31 March 2009 as the payment
deadline.

Given the purchaser’s failure to act, the procedure to collect the
amounts due was initiated by preparing a notice pay addressed to
Milano 90 and through application for an injunction order which,
on 28 June 2012, was granted in a temporarily enforceable
form.

Therefore, in November 2012, Acea served a garnishment order to
the company Milano 90 for the forced recovery of the amounts
claimed.

Milano 90 opposed the aforementioned injunction — also request-
ing the condemnation of Acea for the restitution of sums paid as a
price and compensation for damages — obtaining the suspension
of its provisional execution. Consequently, the enforcement pro-
cedure was in turn suspended.

By judgement no. 3258, published on 13 February 2018, the Court
of Rome rejected the opposition and confirmed the court order in
full, sentencing Milano 90 to pay for the costs of the dispute.

Judgement of Appeal

On 26 April 2018, Milano 90 filed an appeal against the above
judgement. As a result of the oral hearing, with an order dated
25 October 2018 the Court of Appeal rejected the request for
suspension. The hearing for specification of the conclusions was
most recently adjourned to 10 September 2021 and a decision is
awaited.

Executive procedure

Following the favourable ruling of first instance, on 27 March 2018
Acea filed the application for resumption of the executive proce-
dure in relation to Milano 90 and the third parties attached. With
an order dated 11 February 2020 the enforcement judge ordered
the allocation of € 6,445,687.75 plus legal costs and interest in
favour of Acea.

Quite unexpectedly, following the service of the order, on 12 March
2020 the seized third party filed an appeal against the enforce-
ment, requesting a declaration of nullity of the order for the alloca-
tion of the seized sums.

By decree dated 24 March 2020 and without a hearing, the En-
forcing Judge ordered the suspension of the enforceability of the
assignment order and set a hearing on 24 February 2021 to de-
cide on whether to confirm, amend or revoke the measure,. With
an order of 27 December 2021 the judge, lifting the reservation
previously adopted, rejected the application for suspension of the
executive effectiveness of the allocation order appealed and re-
voked the previous decree issued inaudita altera parte, setting the
term for the merits to 10 March 2022. The final judgements have

not yet been issued.
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Acea SpA - Trifoglio Srl

The complex dispute consists of a case filed as a plaintiff and also a
case appearing as a defendant, joined in 2015 before the Judge with
whom the case filed as a plaintiff was pending.

Case filed as a claimant: this issue concerns the breach by Trifoglio
of its obligation to pay the balance of the amount due (€ 10.3 mil-
lion), pursuant to the sale contract regarding the so-called Auto-
parco property, which should have been paid on 22 December 2011.
In consideration of Trifoglio’s breach, a notice was served aimed at
giving notice to sign a deed to voluntarily terminate the sale agree-
ment of 22 December 2010, and then to file an appeal pursuant
to art. 702-bis of the Code of Civil Procedure at the Court of
Rome. ATAC Patrimonio filed a claim for the termination of the
sale agreement of 22 December 2010 for the portion for which it
is responsible.

Cases as a defendant: Trifoglio has notified Acea and ATAC Pat-
rimonio a writ of summons aimed at assessing the invalidity of the
deed of purchase and sale and recognition of compensation for
damages in the amount of approximately € 20 million.

By judgement no. 11436/2017 of 6 June 2017, the Court of
Rome declared the nullity of the contract of purchase and sale,
substantively upholding the petition of Acea aimed at having
the contract wound up with Trifoglio and recovering ownership
of the area, arranging for the return to Trifoglio of the depos-
it-price received (Euro 4 million); it also rejected the request for
compensation for damages made by Trifoglio and excluded any
liability of Acea with regards to the truthfulness of the contrac-
tual guarantees offered to Trifoglio. On 8 August 2017 Trifoglio
filed an appeal, with a hearing for conclusions last postponed to
9 September 2021. As of today the judgement has not been is-

sued.

Acea SpA - Former COS rulings

The COS dispute concerns the ascertainment of the illegality of the
contract between ALMAVIVA Contact (formerly COS) and Acea
and the consequent right of its workers to be recognised as having a
subordinate employment relationship with Acea.

It should be noted that the majority of the cases in which Acea
was unsuccessful were settled, and that of the six claimants only
two were brought before the Court of Cassation by Acea to as-
sess the existence of a claim (i.e. the assessment of the right
to establish a relationship). These judgements were settled by
dismissal orders — made on 2 and 10 July 2019 — of Acea’s
application. The establishment of the employment contract be-
tween Acea and the opposing parties as from 2004 is therefore
confirmed.

The claimants — who up to now have claimed the remuneration dif-
ferences for lack of performance — have therefore started to work
concretely starting from February 2020.

Based on the judgements concerning the an debeatur, the six work-
ers who won their cases (i.e. with whom a subordinate employment
relationship with Acea was established) have over time initiated
actions quantifying their claims, requesting payment of the wages
due as a result of the established relationship and regarding different
periods of accrual of the receivables.

The action for quantification proposed by the workers regarding
the remuneration differences accrued between 2008 and 2014,
defined with a partially umcavourablejudgement handed down on
26 October 2022, is currently pending before the Rome Court of
Appeal, Employment Section. The terms for appealing to the Court
of Cassation against this judgement are pending.
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After this unfavourable verdict Acea paid, reserving the right to a
refund, the amounts due as remuneration and pension differences
plus interest and monetary revaluation.

Finally, two cases of opposition to injunctions are pending; with
these, two workers initiated quantification actions aimed at ob-
taining the remuneration and pension differences accrued be-
tween 2014 and 2019. The hearing for discussion was held on 24
January 2022 and, with a judgement issued on the same date, the
request of the counterparties was accepted. The terms for appeal
are pending.

Acea SpA - Municipality of Botricello

In 1995, the Municipality of Botricello transferred management of
its integrated water service to a temporary grouping of businesses,
which later established itself as a consortium, known as Hydreco
Scarl. In 2005, the Municipality sued, in the Court of Catanzaro,
the company Hydreco Scarl and its component companies, includ-
ing Sigesa SpA (which transferred its rights to Acea SpA), to obtain
reimbursement of the fees due for administration for the period
from 1995-2002, quantified in the amount of € 946,091.63, plus
damages, interest and revaluation.

The companies disputed the Municipality’s claim and filed a coun-
ter-claim for non adjustment of tariffs and loss of earnings due to
the early revocation of the service. During the case an expert was
called upon, who recognised a balance due to the Municipality of
around € 230 thousand. Nonetheless, the Court, with judgement
1555 of 29 October 2015, ordered the companies to jointly pay
€ 946,091.63, plus interest and revaluation of the payable accrued,
rejecting the counter-claims. The losing parties filed separate ap-
peals and, with an ordinance of 27 March 2018, the Catanzaro
Court of Appeals suspended execution of the appealed judgement,
based on the validity of the arguments made in the appeal docu-
ment. However, with judgement 677 of 6 June 2020, the appeals
were rejected.

Acea filed an appeal with the Court of Cassation. The date for the
hearing has not yet been set.

Acea SpA and areti SpA - MP 31 Syl
(formerly ARMOSIA MP Srl)

This is a challenge to the Injunction Order issued by the Court
of Rome, docket no. 58515/14, issued against areti for the
amount of € 226,621.34, requested by Armosia MP by way of
lease payments for the months of April-May-June of 2014 in
relation to the property in Rome - Via Marco Polo 31. The in-
junction was declared provisionally enforceable by order of 8
July 2015.

In the hearing on 17 February 2016, the Judge adjoined this case
with the other pending before the Court of Rome, taken by Acea
and areti (transferee of the lease contract) in order to obtain the
termination of the lease contract. In this latter case, MP 31 has
also filed an unconventional remand for compensation for the
damages incurred in consideration of the degrading condition of
the building when it was released by areti. With a sentence dated
27 November 2017 the Court upheld the application of MP 31
against areti, condemning it to the payment of the previous rent
in the amount of € 2,759,818.76 plus interest from the individual
deadlines, as well as the payment of the rent up to contract expiry
(29 December 2022). As a result, there are no further charges
to the company.

Acea filed an appeal, served on 2 January 2018.

The appeal hearing was initially set for 16 April 2020 and then post-
poned to 16 June 2022.
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Acea SpA and Acea Ato2 SpA - CO.LA.RI.

With a writ of summons served on 23 June 2017, the Consortium
Co.La.Ri. and E. Giovi Srl — respectively the manager of the Mala-
grotta landfill (prov. Rome) and the executor — summoned Acea
and Acea Ato2 to obtain payment for the portion of the tariff for
accessing the landfill, to be allocated to cover the thirty-year costs
to manage the same, as established in ltalian Legislative Decree
36/2003, alleged to be due for the depositing of waste during the
contractual period from 1985-2009.

The main request stands at over € 36 million for the entire period of
contract validity. Subordinately, in the event that the law disposing
the tariff is considered by the judge to be applicable retroactively,
the plaintiffs request the recognition of the right to receivables of
approximately € 8 million for the period March 2003-2009, and
the ascertainment, by expert appraisal, of the receivables for the
previous period 1985-2003.

The first hearing, initially set for 23 February 2018, was postponed
to 8 October 2018 to add the dispute against the Optimal Territo-
rial Area Authority 2 Central Lazio - Rome. The hearing to clarify
the conclusions was held on 22 March 2021. On this occasion, the
judge, taking into account the notes filed by the parties, granted
a further adjournment for the same obligations to 20 December
2021. At the hearing a further adjournment to 26 April 2022 was

granted, with terms for notes and rejoinders.

Acea Ato2 SpA and Acea Ato5 SpA

- Challenge to Regional deliberations
concerning the identification of the Optimal
Territorial Areas of the Hydrographic Basin
With an appeal lodged before the Superior Court of Public Wa-
ters of Rome, Acea Ato2 challenged the regional resolutions con-
cerning the identification of the Optimal Territorial Areas of the
Hydrographic Basin (GRL resolution no. 56 of 6 February 2018,
GRL resolution no. 129 of 20 February 2018, GRL resolution
no. 152 of 2 March 2018). A similar appeal was also proposed by
the Optimal Territorial Area Authority no. 2 Central Lazio. With
resolution no. 218 of 8 May 2018, the Lazio Region suspended
the effectiveness of the challenged resolutions, delegating to the
Regional Director of Water Resources and Soil Defence any ac-
tivity useful for achieving a new governance model for the IWS
during the following six months. Therefore, at the hearing of 11
July 2018 the case was postponed to 6 February 2019, pending
the new assessments of the Region on the matter, announced in
the provision that suspended the contested acts. Subsequently,
the Region issued resolution no. 682 of 20 November 2018 with
which it has extended the deadline for the definition of the new
IWS model, confirming the suspension of the effectiveness of the
challenged resolutions. There have been a number of postpone-
ments, and most recently the hearing was set for 23 November
2022. A similar appeal was filed by Acea AtoS SpA and, in this
case as well the hearing was most recently adjourned, due to the
ongoing suspension of the contested measure and, in any case,
the Region’s ongoing investigation.

Acea Ato2 SpA - Parco dell’Aniene Scarl

In June 2019 the company Parco dellAniene Scarl sued Acea Ato2
and Roma Capitale for alleged liability of the defendants, jointly
and severally or to the extent to which they are responsible, for al-
leged wrongful acts arising from the failure to build and/or repair
the sewerage system prior to the construction works carried out by
the claimant in the Tor Cervara - Via Melibeo area. The consorti-
um is making an exorbitant claim for compensation, totalling more
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than € 105 million. The Case is currently pending before the Court
of Rome and the Judge, considering initially that the claim of lack
of jurisdiction proposed by Acea was sufficient to define the case,
set the hearing for definition of the conclusions, most recently ad-
Jjourned to 15 November 2022.

At the same time, Parco dell’Aniene introduced an appeal for ju-
risdictional regulation before the United Sections of the Supreme
Court of Cassation and with an order of 29 July 2021 the Court
rejected the appeal, declaring the jurisdiction of the administrative
court.

Consequently, with an appeal before the Lazio RAC lodged on 23
November 2021, Parco dellAniene Scarl resumed the case before
the Regional Administrative Court of Lazio and we are waiting for
the hearing to be set.

We can also note that in February 2021 the counterparty lodged
an appeal pursuant to art. 700 of the Code of Civil Procedure —
asking the Judge to avoid worsening the damage and to put an end
to the alleged prejudicial conduct — before renouncing the same
following the ruling of the Supreme Court. The precautionary pro-
ceeding was therefore declared extinguished with an order of 16
September 2021,

We can also note that on 28 June 2021 a deed of intervention of the
company Immobiliare Malcesine Srl was filed in the case. This com-
pany, with the premise that it holds a stake in Parco del’Aniene scarl,
intervenes in support of the arguments of the plaintiff company.

Acea Ato2 SpA - Disputed concession

of derivation of drinking water from the
Peschiera and Le Capore springs for the
water supply of Roma Capitale

Three cases have been brought before the High Court of Pub-
lic Waters for the annulment of the Determination of the Lazio
Region of 10 June 2019 (DGR no. G.07823) — with which the
Concession was issued for the derivation of public water for drink-
ing from the Peschiera springs in the municipalities of Cittaducale
and Castel S. Angelo and from the Le Capore springs in the mu-
nicipalities of Frasso Sabino and Casaprota for the water supply of
Roma Capitale — which involve Acea Ato2 and Roma Capitale as
counterparties.

Ap(reals brought by the Postribu Association
and the Municipality of Casaprota

With reference to both appeals — notified, respectively, on 16 and
19 September 2019 — with judgements of 13 March 2021, the High
Court of Public Waters rejected completely the appeal lodged by
the Municipality of Casaprota and declared inadmissible that of the
Postribu Association, for lack of active legitimation. The cases have
now been defined.

Appeal filed by the Municipality of Rieti

The appeal, lodged on 16 September 2019 was completely rejected
with a judgement of 11 August 2021.

Against this decision the Municipality filed an Appeal for Cassation,
with hearing not yet set, and an Appeal for Rectification, with hear-
ing set for 11 May 2022.

Acea Ato2 SpA - Enel Green Power ltalia Srl

With an appeal of 27 July 2020, Enel Green Power Italia Srl (EGP)
summoned Acea Ato2 to the Regional Public Waters Court, via the
Roma Civil Appeals Court, to obtain recognition of its right to re-
ceive a greater amount than that already paid by Acea as an indem-
nity for lower voltage (in terms of that due based on the agreement
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in effect between the parties as of 1985), for electricity which could
not be produced with the Farfo 1salto, Farfa 2° salto, Nazzano and
Castel Giubileo systems, subject to derivation of waters from the
Le Capore sources.

More specifically, the appellant states that between 2009 and
2019, Acea, in applying the methods used to calculate the in-
demnity as indicated in the 1985 agreement, erroneously calcu-
lated the amounts due and that, as a consequence of this calcu-
lation error, should be required to pay EGP the total amount of
€ 11,614,564.85, plus additional amounts claimed as due for ad-
justments after 31 December 2019, as well as interest on arrears.
Acea Ato2 filed its appearance, noting the unfounded nature of the
interpretation of the agreement on which the appellant bases its
request and indicating a different way of quantifying the indemnity
which is more in line with the agreements made between the parties
during the course of the contractual relationship.

Based on the application of this calculation method, Acea Ato2,
taking into account the indemnities already paid, formulated a
counter-claim for the return of € 3,246,201.46, plus legal interest,
in that it was not due from Acea Ato2.

The Investigating Judge did not order any enquiry activity and set
the hearing for specification of the conclusions for 21 December
2021. After this, the hearing for discussion before the Court was
set for 18 October 2022.

Acea Ato2 SpA and Acea Produzione SpA -
Erg Hydro Srl

With separate appeals, notified on 10 March 2021, Erg Hydro S.r.l.
summoned Acea Ato2 SpA and Acea Produzione SpA before the
Regional Court of Public Waters (RCPW) at the Rome Court of
Civil Appeal to obtain ascertainment of its right to receive by way
of indemnity for lower voltage - due to it on the basis of the agree-
ments in effect between the parties as of 1985 - for electricity
which could not be produced with its plants, given the diversion of
the sources of the Peschiera and affected by the regurgitation of
Nera Montoro.

The application lodged regards the payment of default interest for
delayed payment of past invoices, and the different amount of the
adjustments calculated differently on the basis of the aforemen-
tioned agreement of 1985,

Specifically, the total request in relation to Acea Ato2 is approxi-
mately € 4,500,000.00, while in relation to Acea Produzione the
application lodged is for approximately € 140,000.00.

The defendants joined the case arguing that the amounts requested
had lapsed, and that the interpretation of the agreement on which
the plaintiff based its request was groundless.

After the enquiry hearing of 16 November 2021, the Judge ordered
assessment by a court-appointed expert, adjourning the case to 15
March 2022 for the said expert to be sworn in.

areti SpA - GALA SpA

The pending disputes generated by the complex matter are sum-
marised below.

Precautionary measures

Against the enforcement of guarantees issued, on 12 April 2017
GALA filed a cautionary appeal as per art. 700 of the Code of Civil
Procedure against the collection on 12 April, obtaining a decree in-
audita altera parte, which initially prevented areti from exercising its
right to collect the guarantees. This decree was thereafter revoked
by court order of 30 May 2017, which fully recognised the rights

of areti.
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On 1 June 2017, given the continuation of the serious breach of
contract, areti notified the termination of the transport contract
and also the collection of the additional contractual guarantees.
On 6 June, GALA appealed against the cautionary ordinance of 30
May and, again, on 9 June, submitted a second independent ap-
peal for urgent measures before the Court of Rome, requesting a
declaration of invalidity of the termination ordered on 1 June 2017
and initially obtaining the issuing of a decree inaudita altera parte in
its favour.

On completion of both legal proceedings, the reasoning of areti was
again completely recognised, with the issuing on 12 July of a board
ordinance rejecting the appeal, following which the judge, called
upon to decide on the second appeal as per art. 700 of the Code
of Civil Procedure, asked the parties not to appear at the hearing,
declaring that the appeal could not continue by ordinance of 13 July
2017.

The first judgement filed by the guarantor Euroins
Insurance Plc

In July 2017, Euroins Insurance Plc, guarantor of GALA, inde-
pendently introduced assessment proceedings to have declared
the non-existence of its guarantee obligation. Areti requested to
have that judgement consolidated with the ordinary judgement of
opposition to the injunction order of the GSE for connection (see
below).

The case was taken before Section XVII of the Court of Rome and
with a judgement of 10 May 2021 the action for ascertainment of
invalidity of the policy was rejected, with an order to Euroins to pay
Avreti the sum of € 5,000,000.00 plus legal interest from the ap-
plication to payment of the balance and legal expenses.

The judgement also ordered GALA to ensure the release of the
guarantor paying directly to Areti the sum of € 5,000,000.00,
plus legal interest.

On 8 June 2021, GALA made spontaneously the payment of
what was provided for in the judgement, paying areti SpA the to-
tal amount of € 5,058,986.30, including plus legal interest (for
€ 58,986.30), with reservation of encumbrance and recovery of
undue payments, also in relation to the demands that are the sub-
Jject of the parallel civil dispute between the said GALA and areti
(Court of Rome RG no. 18333/2018).

The writ of summons in appeal on the part of GALA was served on
10 December 2021.

Following the collection by areti of the payment made by GALA,
the amount of the balance related to the application in question
is € 5,457,604.33, compared to an amount received from CSEA
of € 5,775,679.36, with a difference therefore of € 318,075.03.
This last amount, therefore, under the terms of art. 3.2 of the AR-
ERA Resolution of 17 November 2020, 461/2020/R/EEL, must
be returned to CSEA by 31 August 2021, recognising default in-
terest calculated according to the provision of paragraph 48.4 of
the TIT.

The injunction issued in favour of GSE SpA

GSE SpA, after notifying areti to pay the general system charges
due by GALA, even if it has not been paid, requested and obtained
from the Court of Rome an injunction, not immediately enforcea-
ble, against areti for payment of part of these charges. The injunc-
tion was promptly opposed by areti with a writ of summons served
to GSE and inscribed in the rolls in December 2017, with the si-
multaneous summons, as a guarantee, of GALA and its guarantors
(China Taiping Insurance (UK) Co. Ltd and Insurance Company
Nadejda), the first hearing scheduled for March 2019.
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Note that in July 2018, in view of access to the mechanism pro-
vided for by ARERA resolution no. 50/2018/R/EEL of 1 Febru-
ary 2018 for “recognition of charges that would otherwise not be

recoverable for failure to collect general system charges”, areti

subsequently paid the GSE the sum specified in the opposed in-
Junction.
Consequently, the Parties agreed to abandon the case, which was

therefore declared extinguished with an order of 13 May 2020.

GALA’s citation to areti, Acea Energia SpA and

Acea SpA

By means of a summons served in March 2018, GALA request-
ed the Court of Rome to declare the invalidity of some clauses of
the transport contract stipulated with areti in November 2015 and
the consequent invalidity/ineffectiveness of the termination of the
contract by areti, ordering the latter to pay the corresponding dam-
age, for a total of about € 200,000,000.00.

GALA also requested that the behaviour of areti and other defend-
ant companies — Acea SpA and Acea Energia SpA — be declared
acts of unfair competition, condemning them to pay the corre-
sponding damages.

The companies of the Acea group that were sued acted within the
terms of the law, denying the opposing claims and requesting their
rejection.

In addition, as a counter-claim, areti has requested to declare the
contract legitimately terminated, as well as to ascertain and declare
the non-fulfilment of GALA of the payment and guarantee obliga-
tions assumed under the transport contract with consequent order
to pay the related amount, plus interest and without prejudice to
the additional amounts being accrued.

The case is currently pending before the XVII civil section of the
Court of Rome and at the hearing for specification of the conclu-
sions on 9 December 2021 the decision was withheld, with terms
granted for the closing briefs.

areti SpA — Metanewpower

In November 2015, in its capacity as operator of the electricity dis-
tribution network, areti entered into a transport contract with Me-
tanewpower, which operates in the sale of electricity to end users, a
contract it repeatedly breached.

Judgement on guarantees

With summons served on 7 September 2018, Metanewpower
(hereinafter also MNP) challenged the legitimacy of the contrac-
tual conditions for the transport of energy and the system of guar-
antees required by the distributor for the failure to pay the system
charges regardless of the actual collection from the final customer,
claiming compensation for damages due to providing the guaran-
tees for approximately € 2.0 million, alleging also abuse of a domi-
nant position by the distributor areti.

In the meantime, due to the serious breach of contractual obliga-
tions, on 8 October 2018 areti notified MNP of the termination of
the transport contract.

During the court case, in December 2019, the counterparty
amended its claim for damages, quantifying them at over € 34.0
million including however in the demand the amount of approxi-
mately € 11.0 million for damages from termination, requested also
in the ordinary case.

After the hearing on 7 October 2020, the Judge, rejecting the
counterparty’s request for a technical expert, set the hearing for
conclusions for 3 March 2022. We are awaiting the filing of the

concluding briefs.
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Precautionary measure

With an urgent ante causam appeal pursuant to art. 669 bis and 700
of the ltalian Criminal Code, MNP brought an action before the
Court asking it to order the suspension of the effects of the termi-
nation for non-fulfilment of the transport contract ordered by areti
and of the request for enforcement of the guarantee policy issued
by MNP on 26 September 2018, ordering areti to restore the exe-
cution of the energy transport contract.

By order of 15 November 2018, the Investigating Judge, lifting the
reservation on the outcome of the hearing of the parties, granted
the precautionary measure, recognising from a marginal standpoint
the violation of the distributor’s duty to cooperate despite Metan-
ewpower’s default, each party paying their own legal expenses.

Ordinary Judgement

Following the conclusion of the precautionary phase, with a sum-
mons served on 5 December 2018, MNP instituted ordinary pro-
ceedings, contesting the validity of the contractual clauses and
claiming compensation for damages due to the annulment of the
termination of the contract following the aforementioned Court
order. The request, as most recently specified on the occasion of
the preliminary pleadings, amounts to at least € 14.0 million. The
first hearing was held on 4 November 2020. Specification of the
conclusions was set for 7 December 2022. The judgement has not
yet been issued.

Recovery of areti’s receivable from Metanewpower

On 30 May 2019, following MNP’s continuing breach, areti or-
dered a new contractual termination and initiated the recovery of
its receivable, obtaining the issue of an injunction for the amount
of approximately € 3.85 million by way of default. MNP - for the
same reasons already stated - lodged an objection to the injunc-
tion. With a measure of 15 November 2021, lifting the reservation
adopted on the occasion of the hearing on 3 December 2020,
the judge rejected the application for concession of provisional
enforcement of the decree, granting the terms for the pleadings
pursuant to art. 183 of the Code of Civil Procedure and adjourning
the case for the continuation to the hearing on 9 March 2022.

areti SpA - Metaenergia SpA

In October 2018, the company Metaenergia SpA, which oper-
ates in the market of electricity sales to final customers, sued the
distributor Areti, contesting the legitimacy of the contractual
conditions for the transport of energy and the system of guaran-
tees required by the distributor for the failure to pay the general
system charges regardless of the actual collection from the final
customer. The plaintiff company therefore demanded the return
of the amounts paid as guarantee deposits and compensation
for damages due to providing the guarantees for approximately
€ 320 thousand, alleging also abuse of a dominant position by
the distributor areti. On the occasion of filing of the preliminary
pleadings the compensation requested was quantified as more
than € 9.0 million.

The hearing for specification of the conclusions was held on 13
January 2021 and, after the filing of the concluding pleadings, the
Court, with a measure of 11 June 2021, after remission of the case
to the enquiry stage, ordered an expert’s report for ascertainment
of the costs incurred by Metaenergia for providing the guarantees
to cover the risk deriving from non-payment of the general system
expenses collected or not collected from the final customer. After
the expert’s report had been presented, the hearing for specifica-
tion of the conclusions was set for 10 March 2022.
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GORI SpA - Consorzio di Bonifica Integrale
del Comprensorio Sarno

The Consorzio di Bonifica Sarno sued the Company to or-
der it to pay over € 20 million in concession fees due for the
use of the consortium channels used to deliver the wastewa-
ter produced in the area under the Company’s management.
In particular, this quantification was derived from the acts of
the Consortium, which unilaterally fixed the percentage of 45%
(and then 26/62% from 2013) as part of the contribution relat-
ing to the collection of wastewater pertaining to GORI. In this
regard, it should be noted that, as things stand, the agreement
between the Consortium and GORI has not yet been defined
(and therefore stipulated), so that the request for payment due
to breach of contract would appear, prima facie, unfounded due
to the absence of a contract, which is necessary in relations
with a public administration like the Consortium. Moreover,
the Company also highlighted the substantial irrelevance of
the “benefit” received for the use of the consortium network.
Moreover, in addition to the necessary contractualisation of the
relationship, it is necessary that Ente Idrico Campano - i.e. the
public administration competent according to the law - provide
for the coverage of the alleged costs for concession fees (once
the relevant calculation methods have been defined) in the IWS
tariff of the OTA 3. Moreover, such costs - qualified as “updat-
able operating costs” pursuant to art. 27 of Annex A to the res-
olution of ARERA 664/2015/R/idr - are always recognised by
the local regulatory authority (i.e. Campania Water Authority)
and by the national regulatory authority (i.e. ARERA). That said,
the Court considered it necessary to entrust a technical con-
sultant with the task of “quantifying any amounts owed by the
defendant GORI for consortium charges in relation to what was
deducted in [the Consortium’s] application on the basis of such
obligation and the period of reference, including distinguishing
the amounts year by year”, “after examining the documentation
produced and taking into account what was found therein”. In
the course of the expert appraisals, given the impossibility of
determining a “contribution” that would have to be agreed upon
during negotiations, the court-appointed expert asked the par-
ties to produce documents and calculations in order to arrive
to quantify the contribution due by the Company based on a
logic specified by the expert. With the objection of the Con-
sortium’s legal counsel on the production of new documents,
the expert concluded the appraisal, declaring that it was not
possible to answer the questions based on the documents in the
record alone. However, the expert filed a report declaring that
it was impossible to quantify the contribution borne by GORI
in prop