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of the separate financial statements pursuant to art. 81-ter
of CONSOB Regulation 11971 of 14 May 1999, as amended
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I
s lerna

T E R N A G R O U P

“Terna S.p.A.”

1. The undersigned, Luigi Ferraris, as Chief Executive Officer, and Agostino Scornajenchi, as Manager
responsible for Terna S.p.A.’s financial reporting, having also taken account of the provisions of
art.154-bis, paragraphs 3 and 4 of Legislative Decree 58 of 24 February 1998, attest to:

- the adequacy with regard to the nature of the Company, and

- the effective application of the administrative and accounting procedures adopted in preparation of the
separate financial statements during the year ended 31 December 2018.

2. The administrative and accounting procedures adopted in preparation of the separate financial statements
for the year ended 31 December 2018 were drawn up, and their adequacy assessed, on the basis of
the regulations and methods adopted by Terna S.p.A. in accordance with the Internal Control-Integrated
Framework model issued by the Committee of Sponsoring Organizations of the Treadway Commission.
This Commission has established a body of general principles providing a standard for internal control
and risk management systems that is generally accepted at international level.

3. We also attest that:
3.1 the separate financial statements for the year ended 31 December 2018:

a. have been prepared in compliance with the International Financial Reporting Standards endorsed
by the European Union through EC Regulation 1606/2002, issued by the European Parliament and
by the Council on 19 July 2002 and the statutory requirements implementing the provisions of art.
9 of Legislative Decree 38/2005;

b. are consistent with the underlying accounting books and records;
c. provide a true and fair view of the financial position and results of operations of the issuer.

3.2 the Directors’ report on operations includes a reliable analysis of the operating and financial
performance and situation of the issuer, as well as a description of the main risks and uncertainties
to which it is exposed.

Rome, 21 March 2019

Chief Executive Officer Manager responsible for financial reporting
Luigi Ferraris Agostino Scornajenchi
(original signed) (original signed)
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Board of Statutory Auditors’ Report to the Annual General Meeting of
Terna S.p.A.’s shareholders pursuant to article 153 Legislative Decree 58
of 24 February 1998 (the Consolidated Law on Finance) and article 2429,
paragraph three of the Italian Civil Code

Dear Shareholders,

During the year ended 31 December 2018, the Board of Statutory Auditors di
Terna S.p.A. (also the “Company”) fulfilled its statutory duties inaccordance with
the law, complying with the code of conduct for the Statutory Auditors of listed
companies issued by the Italian Accounting Profession (Consiglio Nazionale
dei Dottori Commercialisti e degli Esperti Contabili), the recommendations
of the CONSOB (the Commisione Nazionale per le Societa e la Borsa, Italy’s
Securities and Exchange Commission) regarding corporate controls and the
activities of the Board of Statutory Auditors and the guidelines in the Corporate
Governance Code published by Borsa Italiana (the “Corporate Governance
Code”).

Responsibility for the statutory audit required by Legislative Decree 39 of
27 January 2010 (Legislative Decree 39/2010) has been assigned to the
independent auditors, PricewaterhouseCoopers S.p.A., appointed by the
Annual General Meeting of 13 May 2011 for nine years from 2011 to 2019.

The Board, which also took into account the indications contained in CONSOB
announcement DEM/1025564 of 6 April 2001, as amended, reports the

following.
» We verified compliance with the law and the By-laws.

e We attended the meetings of the Board of Directors and specific
preparatory meetings regarding the agenda items, as well as meetings of
the Audit and Risk, Corporate Governance and Sustainability Committee.
We periodically obtained information from the Directors on the overall
operating performance, the outlook for the Company and on the most
significant transactions, in terms of their impact on the results of operations
and financial position, carried out by the Company, satisfying ourselves
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Report of the Board of Statutory Auditors - continued

that the decisions taken and implemented were compliant with the law and
the By-laws and were not manifestly imprudent, risky or in potential conflict
of interest or in contrast with resolutions approved by General Meeting,
or such as to compromise the value of the Company. In the course of
our activities, we found no evidence of transactions of an atypical and/or
unusual nature. In carrying out our duties, we analysed information flows
from the various departments and also conducted interviews with the
Company’s senior management, with the independent auditors and with
the oversight bodies of subsidiaries.

e At the meetings of 20 and 21 March 2019, the Board of Directors, on the
recommendation of the Remuneration Committee, approved the “Annual
Remuneration Report”, prepared in accordance with article 123-ter of the
Consolidated Law on Finance and in compliance with the provisions of
article 6 of the Corporate Governance Code.

 We monitored compliance with and effective application of the “Procedure
for Related Party Transactions”, recently revised by the Board of Directors
on 15 December 2016 and compliant with article 4 of the CONSOB
Regulation referred to in Resolution 17221 of 12 March 2010, as amended.

e The Company has prepared the financial statements for the year
ended 31 December 2018 in compliance with International Financial
Reporting Standards (IFRS). These financial statements were audited by
PricewaterhouseCoopers S.p.A., which issued its report on 11 April 2019
without any qualification or emphasis of matter. The financial statements,
together with the Directors’ report on operations, was made available to us
within the deadline required by law and we have no particular comments in
this regard.

302 | TERNA S.PA. AND TERNA GROUP | ANNUAL REPORT 2018



INTEGRATED REPORT | CONSOLIDATED FINANCIAL STATEMENTS SIS/ RSNV [GI VRSN NS VIS NR RS

< The Company also prepared the consolidated financial statements for the
year ended 31 December 2018 in compliance with International Financial
Reporting Standards (IFRS). These financial statements were also audited
by PricewaterhouseCoopers S.p.A., which issued its report on 11 April
2019 without any qualification or emphasis of matter.

e Among the most significant transactions carried out in 2018, we note
the following, referring you to the report on operations for more detailed
information:

— the issue of green bonds with a five-year term and a value of €750
million at a rate of 1% as part of the Company’s €8 billion Euro Medium
Term Notes (EMTN) programme;

— the arrangement of a five-year revolving credit facility of €1,150 million
at a rate of EURIBOR plus a variable spread of between 0.60% and
1.45% based on Terna’s credit rating (at the same time, the Company
cancelled a €750 million line of credit expiring on 11 December 2019).

< We oversaw, within the scope of our responsibilities, the adequacy of the
Company’s organisational structure, compliance with the principles of good
governance and the adequacy of the instructions issued by the Company
to its subsidiaries pursuant to article 114, paragraph 2 of the Consolidated
Law on Finance, by obtaining information from the heads of the relevant
departments, through meetings with the independent auditors and with
the oversight bodies of the most important subsidiaries in terms of size.
With regard to the provisions of article 15, paragraph one of the Markets
Regulation adopted by CONSOB Resolution 20249 of 28 December 2017,
the Company’s non-EU subsidiaries are not of material importance as
defined by the articles in Chapter Il, Section VI, Part Il of the Regulations
for Issuers adopted by CONSOB Resolution 11971 of 14 May 1999, as
amended.
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Report of the Board of Statutory Auditors - continued

< We monitored the adequacy of the administrative and accounting system,
assessing its reliability in providing a true and fair view of operations; this
activity was carried out by obtaining information from the heads of the
various departments, by examining company documents and analysing
the results of the work carried out by the independent auditors. The Chief
Executive Officer and the Manager responsible for the Company’s financial
reporting have, with in reports attached to the financial statements for
2018, attested to: a) the adequacy and effective application of accounting
and administrative procedures; b) the compliance of the financial reports
with international financial reporting standards; c) the consistency of the
documents with the underlying accounting books and records and their
ability to provide a true and fair view of the financial position and results of
operations of the Company. A similar attestation is attached to the Terna
Group’s consolidated financial statements.

e We assessed and oversaw the adequacy of the internal audit system
through: a) examination of the report prepared by the Head of Internal Audit
on the internal audit system; b) examination of the Internal Audit reports,
as well as information on the results of monitoring; c) meetings with the
oversight bodies of the most important subsidiaries pursuant to the first and
second paragraphs of article 151 of the Consolidated Law on Finance; d)
participation in the meetings of the Audit and Risk, Corporate Governance
and Sustainability Committee and acquisition of the relevant documents; e)
meetings with the Manager responsible for financial reporting and the Chief
Risk Officer. Attending the Audit and Risk, Corporate Governance and
Sustainability Committee meetings allowed the Board of Statutory Auditors
to coordinate its activities with those of this Committee in performing our
functions as the “Internal Audit and Accounting Committee”, assigned to us
on the basis of article 19 of Legislative Decree 39/2010 and, in particular,
to oversee: a) the financial reporting process; b) the effectiveness of the
internal quality control, risk management and internal audit systems; c) the
statutory audit of the accounts; and d) matters relating to the independence
of the audit firm.
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On the basis of the activities carried out and considering the evolving nature
of the Internal Audit System, in the view of the Board of Statutory Auditors
the system is adequate overall and we have no observations to report to
shareholders.

The independent auditors have notified their overall fees for auditing Terna
S.p.A.’s separate and consolidated financial statements for the year ended
31 December 2018, and for their review of the half-year report, assessment
of the regular nature of accounting systems, and for the other tasks
assigned to them; the fees for these other tasks (inclusive of expenses)
amount to €300,983, as follows:

— audit of the unbundling for ARERA 35,200
— audit of the reporting packages 17,600
— opinion on payment of the interim dividend 35,200

— assurance of the sustainability report/non-financial statement 87,570
— issue of the EMTN comfort letter and other documents 121,525
— other tasks 3,888

Moreover, the independent auditors have notified us that, based on the best
information available, and taking into account the regulatory and statutory
requirements for auditors, it has, in the period in question, maintained
a position of independence and objectivity towards Terna S.p.A. and
that there have been no changes regarding the absence of any form of
incompatibility with reference to the situations and persons provided for
in article 17 of Legislative Decree 39/2010 and the articles referred to in
Chapter I-bis of Section VI of the Regulations for Issuers.
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Report of the Board of Statutory Auditors - continued

e We held periodic meetings with representatives of the independent auditors
pursuant to article 150, paragraph 3 of the Consolidated Law on Finance,
and there are no matters worthy of mention in this Report. We also note
that on 11 April 2019 the independent auditors issued its report pursuant
to the third paragraph of article 19 of Legislative Decree 39/2010, and
the additional report required by article 11 of the European Regulation
(EU) 537/2014, in which the auditors do not report on significant issues
or shortcomings relating to the system of internal controls over financial
reporting and which we have submitted to the Board of Directors without
observation.

e On 11 April 2019, the independent auditors issued their report on the
consolidated non-financial statement prepared pursuant to article 3,
paragraph ten of Legislative Decree 254 of 30 December 2016 and article
5 of CONSOB Regulation adopted with Resolution 20267 of 18 January
2018, which states that no matters have been brought to the attention
of the independent auditors that would cause them to conclude that the
Terna Group’s consolidated non-financial statement for the year ended
31 December 2018 has not been prepared, in all material aspects, in
compliance with the requirements of articles 3 and 4 of the above decree
and the Global Reporting Initiative Standards (GRI Standards).

e The Terna Group’s consolidated non-financial statement constitutes a
separate report with respect to the Directors’ report on operations, as
permitted by article 5, paragraph three of the above decree.
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< We monitored the procedures adopted to ensure effective implementation
of the Corporate Governance Code adopted by the Company, as set forthin
the Report on Corporate Governance and Ownership Structures approved
by the Board of Directors on 20 and 21 March 2019. With reference to
the recommendations falling within the purview of the Board of Statutory
Auditors, we state that:

— we have verified the correct application of the criteria and procedures
for assessing independence, adopted by the Board of Directors;

— with regard to the self-assessment of the independence requirements
for members of the Board of Statutory Auditors, we have verified their
existence during our meeting of 1 March 2019, in keeping with the
procedures adopted by the Directors;

— we have complied with the provisions of the regulation governing the
management and handling of confidential and privileged company
information.

Finally, it should be noted that the independent auditors have expressed its
opinion regarding the consistency of the information provided, inaccordance
with paragraph 4 of article 123-bis of the Consolidated Law on Finance, in
the Report on Corporate Governance and Ownership Structures with the
separate and consolidated financial statements.

e With reference to Legislative Decree 231 of 8 June 2001, the Company
has, for some time, adopted an organisational and management model,
which is regularly revised and which is compliant with best practices. Similar
models have been adopted by the subsidiaries. During the year, the Board
of Statutory Auditors regularly exchanged information with members of
the Supervisory Board. The information gathered did not reveal any critical
issues with respect to the proper implementation of the organizational
model, requiring mention in this report.
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Report of the Board of Statutory Auditors - continued

e We have not received any complaints pursuant to article 2408 of the Italian
Civil Code, nor are we aware of any events or petitions requiring mention
during the Annual General Meeting.

e We have verified compliance with the laws regarding the preparation
of separate and consolidated financial statements and the report on
operations, directly and with the collaboration of the heads of departments
and through information obtained from the independent auditors, and we
have nothing significant to report.

 We expressed the opinion required from the Board of Statutory Auditors by
the third paragraph of article 2389 of the Italian Civil Code (the remuneration
of executive Directors).

e The independent auditors issued the opinion referred to in paragraph 5 of
article 2433-bis of the Italian Civil Code (the interim dividend).

e The members of the Board of Statutory Auditors have complied with the
obligation to notify directorships and appointments as statutory auditors
in Italian companies within the deadlines and according to the procedures
provided for in article 148-bis of the Consolidated Law on Finance and the
articles in Chapter Il, Section V-bis, Part Il of the Regulations for Issuers.

e During 2018, the Board of Statutory Auditors met seven times, attended
the ten meetings of the Board of Directors, the seven meetings of the Audit
and Risk, Corporate Governance and Sustainability Committee and the
Annual General Meeting of shareholders held on 4 May 2018.
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On the basis of our activities and the information obtained, the Board of
Statutory Auditors is not aware of any omissions, shortcomings, irregularities
or any other circumstances that require reporting to the supervisory authorities
or mention in this report.

Having reviewed the financial statements for the year ended 31 December
2018, the Board of Statutory Auditors has no objections to raise as regards
the proposed resolutions submitted by the Board of Directors.

Rome, 11 April 2019

For the Board of Statutory Auditors
The Chairman
Riccardo Schioppo
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Independent auditor’s report
in accordance with article 14 of Legislative Decree 39 of 27 January 2010 and article 10 of
Regulation (EU) 537/2014

To the shareholders of Terna SpA

Report on the Audit of the Separate Financial Statements

Opinion

We have audited the separate financial statements of Terna SpA (the Company), which comprise the
statement of financial position as of 31 December 2018, the income statement, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year
then ended and notes to the separate financial statements, including a summary of significant
accounting policies.

In our opinion, the separate financial statements give a true and fair view of the financial position of
the Company as of 31 December 2018, and of the result of its operations and cash flows for the year
then ended in accordance with International Financial Reporting Standards as adopted by the
European Union, and with the regulations issued to implement article 9 of Legislative Decree 38/05.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia).

Our responsibilities under those standards are further described in section Auditor’s Responsibilities
for the Audit of the Separate Financial Statements of this report. We are independent of the Company
pursuant to the regulations and standards on ethics and independence applicable to audits of
financial statements under Italian law. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the separate financial statements of the current period. These matters were addressed in
the context of our audit of the separate financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Key Audit Matters Auditing procedures performed in
response to key audit matters

Capital expenditure for the development and
operation of the transmission grid

Section D — Notes to the statement of financial position
— Note 10 Property, plant and equipment and
Note 12 Intangible assets

Costs capitalised during the year as property, plant We performed an understapding and

and equipment and intangible assets amount to Euro evaluation of the system of internal control

886 million and mainly relate to capital expenditure over the capital expenditure cycle, with

for the development and operation of the particular reference to identification of the

transmission grid. key controls and the verification of their
effectiveness.

Revenue from transmission and dispatching activities
(regulated activities) is determined each year in
accordance with the approved regulatory tariffs which
are based on a pre-established return on capital
invested, plus amortisation and depreciation and
operating costs recognised.

We assessed that the capitalisation of costs
complied with the international accounting
standards.

We also performed substantive procedures
analysing, on a sample basis, the supporting
documentation of capitalised costs in order
to verify that these costs were accurate,
complete and pertaining to the reporting
period.

The capitalisation of costs for the operation and
development of the transmission grid therefore
represented a key matter in the audit of the separate
financial statements, also considering the magnitude and

the high number of transactions. Our tests also included the analysis of the

notes to the separate financial statements to
verify the adequacy and completeness of the
disclosures therein.
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Key Audit Matters Auditing procedures performed in
response to key audit matters

Derivative financial instruments

Section D — Notes to the statement of financial position
— Note 21 Borrowings and financial liabilities and
Section E — Commitments and risks

The amount of borrowings in the separate financial

statements at 31 December 2018 is Euro 9,402 We performed an understar_lding and
million. evaluation of the system of internal control

over the measurement process of the
derivative financial instruments and related

In accordance with the risk management policies, the .
accounting treatment.

group mitigates its exposure to the change in interest

rates by entering into derivative financial instruments .
for hedging purposes. We recalculated, on a sample basis and

involving the experts of the PwC network,
the fair value of derivatives and we verified
the hedge effectiveness in accordance with
the provisions of IFRS g and with the
corporate procedures.

The notional amount of derivatives at 31 December
2018 is Euro 3,226 million.

Considering the magnitude of values, the degree of
complexity of both the fair value measurement process
and the recognition rules provided for by the new IFRS g
“Financial Instruments”, the verification of derivative verify the adequacy and completeness of the
financial instruments was considered as key matter in disclosures therein.

the audit of the separate financial statements. ...

Our tests also included the analysis of the
notes to the separate financial statements to

Responsibilities of the Directors and the Board of Statutory Auditors for the Separate
Financial Statements

The directors are responsible for the preparation of separate financial statements that give a true and
fair view in accordance with International Financial Reporting Standards as adopted by the European
Union, and with the regulations issued to implement article 9 of Legislative Decree 38/05 and, in the
terms prescribed by law, for such internal control as they determine is necessary to enable the
preparation of separate financial statements that are free from material misstatement, whether due to
fraud or error.

The directors are responsible for assessing the Company ability to continue as a going concern and, in
preparing the separate financial statements, for the appropriate application of the going concern
basis of accounting, and for disclosing matters related to going concern. In preparing the separate
financial statements, the directors use the going concern basis of accounting unless they either intend
to liquidate the Company or to cease operations, or have no realistic alternative but to do so.
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The board of statutory auditors is responsible for overseeing, in the terms prescribed by law, the
Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with International Standards on Auditing (ISA
Ttalia) will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the separate financial
statements.

As part of an audit conducted in accordance with International Standards on Auditing (ISA Italia),
we exercised our professional judgment and maintain professional scepticism throughout the audit.
Furthermore:

. we identified and assessed the risks of material misstatement of the separate financial
statements, whether due to fraud or error; we designed and performed audit procedures
responsive to those risks; we obtained audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control;

o we obtained an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company internal control;

o we evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors;
. we concluded on the appropriateness of the directors’use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the separate financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern;

. we evaluated the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

We communicated with those charged with governance, identified at an appropriate level as required
by ISA Italia regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identified
during our audit.
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We also provided those charged with governance with a statement that we complied with the
regulations and standards on ethics and independence applicable under Italian law and communicated
with them all relationships and other matters that may reasonably be thought to bear on our
independence and, where applicable, related safeguards.

From the matters communicated with those charged with governance, we determined those matters
that are of most significance in the audit of the separate financial statements of the current period
and are therefore the key audit matters. We described these matters in our auditor’s report.

Additional Disclosures required by article 10 of Regulation (EU) 537/2014

We were appointed by the shareholders of Terna SpA at the general meeting held on 13 May 2011 to
perform the audit of the Company separate and consolidated financial statements for the years ending
31 December 2011 through 31 December 2019.

We declare that we did not provide any prohibited non-audit services referred to in article 5,
paragraph 1, of Regulation (EU) 537/2014 and that we remained independent of the Company in
conducting the audit.

We confirm that the opinion on the separate financial statements expressed in this report is consistent
with the additional report to the board of statutory auditors, in its capacity as audit committee,
prepared pursuant to article 11 of the aforementioned Regulation.

Report on Compliance with other Laws and Regulations

Opinion in accordance with article 14, paragraph 2, letter e), of Legislative Decree
39/2010 and article 123-bis, paragraph 4, of Legislative Decree 58/1998

The directors of Terna SpA are responsible for preparing a report on operations and a report on the
corporate governance and ownership structure of Terna SpA as of 31 December 2018, including their
consistency with the relevant separate financial statements and their compliance with the law.

We have performed the procedures required under auditing standard (SA Italia) 720B in order to
express an opinion on the consistency of the report on operations and of the specific information
included in the report on corporate governance and ownership structure referred to in article 123-bis,
paragraph 4, of Legislative Decree 58/1998, with the separate financial statements of the Company as
of 31 December 2018 and on their compliance with the law, as well as to issue a statement on material
misstatements, if any.

In our opinion, the report on operations and the specific information included in the report on
corporate governance and ownership structure mentioned above are consistent with the separate
financial statements of the Company as of 31 December 2018 and are prepared in compliance with the
law.
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With reference to the statement referred to in article 14, paragraph 2, letter e), of Legislative Decree
39/2010, issued on the basis of our knowledge and understanding of the Company obtained in the
course of the audit, we have nothing to report.

Rome, 11 April 2019

PricewaterhouseCoopers SpA
Signed by

Luca Bonvino
(Partner)

This report has been translated from the original version which was issued in Italian language,
solely for the convenience of international readers.
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The purpose of the reports is to provide Terna’s internal and external stakeholders
with an understanding and overview of the Company and its businesses and operations.

They are the end result of a series of deliberate choices in terms of transparency, communication,
accuracy, completeness and the linking of disclosures, and mark the culmination of a sequence
of complex processes involving a large number of people from across the Company.

NSIBILITY

Report on Corporate Annual
Governance and Remuneration
Ownership Structures Report

318 | TERNA S.PA. AND TERNA GROUP | ANNUAL REPORT 2018




-

Production
of first mock-up

Annual Report
Integrated Report:
25 January 2019 Publication on
Borsa Italiana’s

Sustainability website

Report Output .
Non-Financial for Directors 10and 12 April 2019
Statement: pre-Board meeting
1 February 2019 14 March 2019
Annual
General Meeting
8 May 2019
- y
) () ()
\ \/ \/

Printed versions
for Board
of Directors

20 March 2019

Printing
23 April 2019

ANNUAL REPORT 2018 | TERNA S.PA. AND TERNA GROUP | 319



All pictures are property of Terna.

www.terna.it

Mercurio GP
Milan
Strategic advisory
Creative concept
Graphic design
Layout
Editing

www.mercuriogp.eu

Password Language Services S.r.l.
Rome

Translation

MIX

Paper from
responsible sources
FSC

wousseog FSC® G103622

Varigrafica Alto Lazio S.r.l.
Nepi (VT)
Printing

www.varigrafica.com






s lerna



	Annual Report 2018 - Integrated Report
	Our Mission
	Statement to stakeholders from the Chairwoman and the Chief Executive Officer
	Highlights
	Note to the reader
	Contents
	1. The Terna Group
	The business model
	Structure of the Group
	Shareholder structure
	Milestones
	Governance
	Risk management
	Risk management methodology


	2. The energy environment
	Macroeconomic environment
	The energy sector
	The 2019 - 2023 scenario
	Electricity demand and production in Italy

	European and international relations
	Regulatory environment

	3. The Group’s strategy
	Strategic Plan 2019-2023
	Outlook

	Regulated Activities in Italy
	Terna’s role in the Italian electricity supply chain
	Electricity transmission
	Integration within the environment
	The 2019 Development Plan
	Principal projects for the National Transmission Grid
	Infrastructure maintenance
	Quality of service
	Dispatching of electricity
	Operating results of Regulated Activities in Italy

	Non-regulated Activities
	CONNECTIVITY
	ENERGY SOLUTIONS
	PRIVATE INTERCONNECTORS PURSUANT TO LAW 99/2009
	TRANSFORMERS - TAMINI GROUP
	Operating results of Non-regulated Activities

	International Activities
	Operating results of International Activities

	Our people
	The Group’s new organisational structure

	Local stakeholders
	Terna and innovation
	Financial resources

	4. Performance
	Financial review 2018
	Introduction
	Basis of presentation

	The Terna Group
	Scope of consolidation
	The Group’s reclassified income statement
	Cash flow
	The Group’s reclassified statement of financial position
	Debt

	Terna’s shares
	Terna and the financial markets
	Performance of Terna’s shares

	Terna S.p.A.
	Terna S.p.A.’s reclassified income statement
	Cash flow
	Terna S.p.A.’s reclassified statement of financial position

	Proposal for the Annual General Meeting regarding the distribution of Terna S.p.A.’s profit for the year
	Proposal for appropriation of profit for the year


	5. Annexes
	Materiality analysis
	Regulatory framework and other information
	Summary of the principal legislative measures
	Resolutions of the Italian Regulatory Authority for Energy, Networks and the Environment
	Other information

	Changes in the dimensions of the NTG
	Alternative performance measures (APMs)
	Reconciliations

	CONSOLIDATED FINANCIAL STATEMENTS
	Contents
	Consolidated financial statements
	Consolidated income statement
	Consolidated statement of comprehensive income
	Consolidated statement of financial position
	Consolidated statement of changes in equity
	Consolidated statement of cash flows

	Notes
	A. Accounting policies and measurement criteria
	B. Notes to the consolidated income statement
	C. Operating segments
	D. Notes to the consolidated statement of financial position
	E. Commitments and risks
	F. Business combinations
	G. Related party transactions
	H. Significant non-recurring, atypical or unusual events and transactions
	I. Notes to the statement of cash flows
	L. Government grants
	M. Events after 31 December 2018

	Disclosure pursuant to art. 149-duodecies of the CONSOB Regulations for Issuers
	Attestation of the consolidated financial statements pursuant to art. 81-ter of CONSOB Regulation 11971 of 14 May 1999, as amended
	Independent auditor’s report in accordance with article 14 of Legislative Decree 39 of 27 January 2010 and article 10 of Regulation (EU) 537/2014

	SEPARATE FINANCIAL STATEMENTS
	Contents
	Separate financial statements
	Income statement of Terna S.p.A.
	Statement of comprehensive income of Terna S.p.A.
	Statement of financial position of Terna S.p.A.
	Statement of changes in equity
	Statement of cash flows

	Notes
	A. Accounting policies and measurement criteria
	B. Notes to the income statement
	C. Operating Segments
	D. Notes to the statement of financial position
	E. Commitments and risks
	F. Business combinations
	G. Related party transactions
	H. Significant non-recurring, atypical or unusual events and transactions
	I. Notes to the statement of cash flows
	L. Government grants
	M. Proposal for appropriation of profit for the year
	N. Events after 31 December 2018

	Disclosure pursuant to art. 149-duodecies of the CONSOB Regulations for Issuers
	Attestation of the separate financial statements pursuant to art. 81-ter of CONSOB Regulation 11971 of 14 May 1999, as amended
	Report of the Board of Statutory Auditors to the Annual General Meeting of Terna SpA’s shareholders
	Independent auditor’s report

	REPORTING PROCESS 2018




