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CEO's message




Reconciling economic and social development with environmental protection
is perhaps the most demanding challenge that humankind is now confronted
with. Energy industries and, in particular, Enel have always sought to mitigate
the impacts of electricity generation and distribution on air, soil, water and on
consumption of raw materials. Careful use of natural resources is part of our

DNA. Doing more and better with less is a day-to-day commitment for us.

We have become progressively aware of our growing social and environmental
responsibilities and of the need to maximize the economic and other benefits
of our activities to the hosting land and communities, safeguarding and, where
possible, improving the environment. Indeed, being appreciated as good citi-
zens is crucial to helping consolidate reputation and credibility, which repre-
sent the long-standing values of a company.

We have gained this awareness over the decades in which we have been the
engine of Italian development. Now, we have to bring this awareness to the 40
countries where we are present. Enel has become one of the leading energy
operators in the world: we have 97,000 MW of generating capacity; 80,000
people work with us; and we serve 61 million customers. In the world, hun-
dreds of millions of households, businesses and public entities are in contact

with Enel, as customers, suppliers and administrators.

Therefore, in moving in the world, we must be proud of our excellence record
but, at the same time, ready to learn from the experience of the companies
that we have acquired - first among them Endesa - and of the colleagues of
other countries, in order to enrich and unify Enel’s culture also in the environ-
mental domain. Indeed, when we speak about synergies, we also mean to
blend the best practices in each sector of our activities and to foster the cre-
ation of a common multinational culture identifying the Enel Group wherever
itis present.

Our success will be measured by our capability of responding with innovative
solutions to the global challenge of climate change. This is why, in addition to
improving performance and zeroing injuries, | have set one more ambitious
target for Enel: being the first group in the world to generate emission-free
electricity by 2050.



We already have a balanced generating mix with a high
percentage of carbon-free technologies, through which
we can provide abundant electricity at competitive costs
and with low emissions. Nearly 50% of our generation
comes from plants using water, sun, wind and the Earth’s
heat, as well as nuclear energy. In the renewable-energy
sector, we are among the world’s leaders thanks to Enel
Green Power, a company which operates hydro, wind,
geothermal, photovoltaic and biomass plants with an in-
stalled capacity of over 6,000 MW and will almost double
its portfolio of projects by 2014. However, to effectively
counter the greenhouse effect, nuclear energy is also
needed. Choosing between nuclear energy and renew-
ables is a mistake through which we may lose the battle

of climate change.

A fundamental contribution towards zeroing all emissions
will come from innovation: carbon capture & storage,
high-concentration solar thermodynamic systems, electric
mobility, smart grids. It is not by chance that our Group is
at the forefront of all of these innovations.

Environmental performance

These are our strategic vision and day-to-day commit-
ment. Our 2010 performance data testify the success of

our Environmental Policy. Let us see them in detail.

We are gradually introducing and harmonizing environ-
mental management systems, certified under internation-
al standards. In 2010, among others, we gained the ISO
14001 certification for five thermal power plants in Spain
and one in Morocco, as well as for our distribution busi-
ness in Bucharest. At global level, 94% of our power grid
length and 83% of our generating capacity and, in Italy,
services (e.g. real estate and commercial) are currently cer-
tified.

Generation from renewables is on the rise and now ex-
ceeds 30% of the total. In 2010, together with the con-
tribution of nuclear energy, our carbon-free generation
displaced about 100 million tonnes of CO, emissions into
the atmosphere, equivalent to those from about 60 mil-

lion cars ().

(1) Supposing 150 g/km of specific CO, emissions and 11,000 km/year of urban
travel.
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With respect to 2009, for each total kwWh generated, we
curbed emissions of CO, by over 5% and, in the thermal
power generation sector, those of SO,, NO, and particu-
lates by 17%.

The overall efficiency of our thermal power plants was up
by almost 2%; water consumption dropped by 2%; waste
recovery grew by 50% and overhead and underground

cables in power lines exceeded 60% of the grid.

In 2010, we unified the Group’s carbon strategy, pooling
together the skills, know-how and expertise of Enel and
Endesa, so as to optimize investments in projects of emis-
sion reduction in and technology transfer to developing

countries under the Kyoto Protocol offset mechanisms.

As regards innovation, we inaugurated a carbon-capture
pilot plant in Brindisi and planned the construction of two
industrial-scale demonstration facilities — one in Porto
Tolle (Italy) and one in Compostilla (Spain) — already fund-

ed by the European Union.

Today, thanks to our partnership with Daimler Mercedes,
about 700 Smart electric cars are travelling in Italy and
Spain. We plan to install about 900 recharging points in

Rome, Pisa, Milan, Madrid, Barcelona and Seville.

The role of electricity for the
global environment

| believe that electricity can play a fundamental role in
improving the environment and ensuring a better life to
future generations, while responding to growing energy

security requirements and to customers’ needs.

Electricity generated in the cleanest possible way may re-
place fossil fuels in many fields, from transport to heating/
cooling of homes, providing a key contribution to decar-

bonization of the entire economy.

CEO's message



This is why we are working not only on emission-free generation, but also on

the evolution of grids and on end-use efficiency.

With the deployment of smart meters —that we were first in the world to install
on a large scale at the premises of our customers in Italy and now also in Spain
— we laid the groundwork for smart grids, i.e. an infrastructure that is vital to
increasing end-use efficiency and favoring distributed generation of electric-
ity from renewables. Moreover, the smart-grid technology enables producers,
consumers and system operators to exchange more information, with benefits
in terms of both generation flexibility and improvement of customers’ choices

and behaviors.

We are also at the forefront of electric mobility, in Italy and Spain. Using electric
motors, in place of the less efficient and more polluting combustion engines,
means radically slashing pollutants, e.g. benzene, sulfur oxides, nitrogen oxides
and particulates, making our towns less noisy and their air more breathable.
Additionally, a wide deployment of electric vehicles may help abate green-
house-gas emissions.

The role of Enel in the success of this positive change in our way of life is a cen-
tral one. Recharging infrastructures — both residential and public — are impera-
tive to facilitate the penetration of electric mobility. For the development of
this sector, we found new counterparts and partners, e.g. vehicle manufactur-
ers and advanced-battery specialists, with whom we are cooperating.

Enel is ready to play its part to offer a better future to new generations and is
already demonstrating it with facts. However, public support — financial and
non-financial — is required to develop and roll out innovations. Even more im-
portant is the putting in place of a regulatory framework, which must be stable
and as uniform as possible in the various countries, especially in Europe. In-
deed, the huge private investments needed to win the challenge of a future of
eco-friendly development call for stable market mechanisms, providing long-
term price signals, flexibility and offsets and ensuring a smooth transition to a
new model of social and economic development.

The Chief Executive Officer
and General Manager
Fulvio Conti

—
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Methodological note

This Report deals with the environmental implications of the activities that Enel
carries out in the world through all the companies included in its scope of con-
solidation: electricity generation, distribution and sale, fuel storage & handling,
mining and real-estate & service management.

After a concise presentation of the Enel Group, the Report describes the envi-
ronmental governance tools: environmental policy and targets, organization,
management systems, reporting, relations with external stakeholders and en-
vironmental commitment (financial resources, climate strategy, renewables,
energy efficiency, nuclear energy, research & innovation, water resource man-
agement, biodiversity conservation, environmental risk assessment and man-
agement, as well as awareness, training & education, etc.). Then, the Report
reviews the key energy & environment performance trends in the 2006-2010
period for the overall Group and for each country and technology. At country
level, the Report gives insight into the developments occurred in 2010 with the
corresponding GRI indicators.

Enel voluntarily requested KPMG SpA to conduct a limited assurance review of
its Environmental Report.

The qualitative and quantitative environmental performance data are reported
in accordance with the “Sustainability Reporting Guidelines & Electric Utility
Sector Supplement” issued in 2009 by the Global Reporting Initiative (GRI), as
summarized in the following GRI Content Index table. However, the Report has
a deeper level of detail than required by the GRI, since it is the result of a report-
ing process that Enel has carried out progressively in fifteen editions, including
the present one.

The Report presents the Enel Group's environmental performance vs. targets.
In particular, the preparation of the Report involved the identification of rel-
evant stakeholders and significant aspects to be reported and relied on ad-
equate processes of internal management and control of the reported data.
The data contained in the Report refer to Enel SpA and to the companies in-
cluded in its scope of consolidation in financial years 2006 to 2010 (for details,
the reader is referred to http://www.enel.com/it-IT/investor/financial_re-

ports/annual/).

Environmental Report 2010



In particular, the data of the fully and proportionally consolidated companies
(if they produce significant environmental impacts with reference to the spe-
cific indicator being commented on) are reported proportionally to their per-
centage of consolidation. Possible limitations of the reporting perimeter (due
to poor-quality or inefficient data collection) are explicitly indicated and com-
mented on.

Affiliates (assessed under the net-worth criterion in the Consolidated Finan-
cial Statements) and other entities on which Enel exerts significant influence
(including joint ventures) are included in the computation of the data (where
available) proportionally to Enel’s holdings therein. If the same affiliates or
entities produce significant impacts, they are also included in the qualitative
reporting sections.

The status data (number of installations, net maximum capacity, length of
grids, etc.) reflect the situation of the companies as of December 31 of 2010
or of each of the reported years. The flow data (resources, electricity and heat
generation, emissions, liquid releases, waste, etc.) are only considered to the
extent of the companies’ period of relevance to the Group.

For the numerical values shown in the tables — excluding those which can be
expressed only as integers (e.g. number of installations, number of personnel
members) — the following approximation criterion has been followed: without
decimals for values greater than or equal to 100; with one decimal for values
lower than 100 and greater than or equal to 10; with two decimals for values
lower than 10 and greater than or equal to 1; with three decimals for values
lower than 1. This criterion matches the one adopted in data collection. How-
ever, if the last decimal digit is zero, it is omitted.

As regards electricity, the technical definitions of an energy nature are based
on the “Statistical Terminology Employed in the Electricity Supply Industry”,
published by UNIPEDE (International Union of Producers and Distributors of
Electrical Energy), which was merged with Eurelectric in June 2001.

The formats for reporting both process and governance data are continuously
updated taking into account changes in Enel’s organizational configuration,
developments in legislation and technologies, as well as experience feedbacks.

The following table explains the GRI performance indicators used in the text.



GRI Content Index o

EN1 EN2 EN3 EN4 EN5 ENG6 EN7 ENS8 EN9 EN10 EN11 EN12 EU13 EN13
77,78,79, 77,7879, 76 79 g3
80,81, 82, 81,82,83, /% /75 79,84, 86, 62,63, 64, 62,63,64,
OVERALL GROUP 838586 24 86,87, %?,293, 47,88 22,4695 22 87 89 79,87,89 61 60,6567 ¢ oy iy oLl gy
87,88 88,89 '
EUROPE
125,126, 125,128,
BULGARIA 128,129 125,128 125 129 129 - 199 125,128 - - - -
FRANCE 132 132 132 133 133 - - - - - -
GREECE 135 135 136 136 - - .
IRELAND 138,139 138,139 - 140 140 - 138 - B . . .
147,148
[ 147,154, 147,149, 155, 159, 148, 154, 148, 155,
ITALY 15‘1"51855' 155158 154 198159 g 160 455 160 160 - - -
167,168, 167,170,
PORTUGAL 170, 171 171 - - 172 - 168,170 - - .
175,176, 176,178,
ROMANIA 175 175 177,179 178 179 - - . .
182,183
e 182,185, 182,183, 182, 185,
RUSSIA 18?,81786, 186, 187 - 187 183,186 - 185, 187 187 - - -
194,195, 194, 195, 195,199,
SLOVAKIA 199, 201 201 199, 201 195 202 - - 201 195,199 - B . .
211,212, 211,219, 212,213, 212,219, 212,219,
SPAIN 219,222 222 Jig | 222223 223 - 223 223 - -
NORTH AMERICA
CANADA 229,232 229,232 - - - - 229,232 - - -
USA 236,238 239 236,238 - 239 239 o s - : .
LATIN AMERICA
246, 247, 246 249 246, 247,
ARGENTINA 249, 250, SU% 247,249 251 - - 249, 250, -
i 250, 251 751
256, 257, 256, 259,
BRAZIL 259, 260 560 | 257,259 260 260 - 256, 259 - - - - -
267,268
[ 267,271, 268,269, 268,271,
CHILE 2712,72372, 92973 T 23274 274 - 5 .
279, 280, 279,283, 280,283, 280, 283,
COLOMBIA 283, 284 284 287 284 - 285 )
COSTA RICA 287 - - . . B . .
GUATEMALA 291 291 291 - - - - - . .
MEXICO 295 - 297 297 - - - - .
PANAMA 299 299 - - - - - - . .
305, 306, 305, 308, 305, 308,
PERU 308, 309 J09 . 306,308 309 - - 309 - - - - .
AFRICA
MOROCCO 313,315 313,315 - 315 315 - 313,315 - - .
EN Legend
MATERIALS WATER EU13 Biodiversity of offset habitats compared to the
EN1 Materials used by weight or volume. This indi- EN8 Total water withdrawal by source. This indicator biodiversity of the affected areas.

cator includes the sector-specific commentary
required by the EUSS (Electric Utilities Sector

includes the sector-specific commentary required
by the EUSS (Electric Utilities Sector Supplement).

Supplement). EN9 Water sources significantly affected by withdraw-

EN2 Percentage of materials used that are recycled al of water.
input materials. EN10 Percentage and total volume of water recycled

and reused.

ENERGY

EN3 Direct energy consumption by primary energy BIODIVERSITY
source. EN11 Location and size of land owned, leased, man-

EN4 Indirect energy consumption by primary source. aged in, or adjacent to, protected areas and ar-

EN5  Energy saved due to conservation and efficiency eas of high biodiversity value outside protected
improvements. areas.

EN6 Initiatives to provide energy-efficient or renew- EN12 Description of significant impacts of activities,
able-energy-based products and services, and products, and services on biodiversity in protect-
reductions in energy requirements as a result of ed areas and areas of high biodiversity value out-
these initiatives. side protected areas. This indicator includes the

EN7 Initiatives to reduce indirect energy consumption sector-specific commentary required by the EUSS

and reductions achieved.
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EN13 Habitats protected or restored.

EN14 Strategies, current actions, and future plans for
managing impacts on biodiversity. This indicator
includes the sector-specific commentary required
by the EUSS (Electric Utilities Sector Supplement).

EN15 Number of IUCN (International Union for Conser-
vation of Nature and Natural Resources) Red List
species and national conservation list species with
habitats in areas affected by operations, by level of
extinction risk.

EMISSIONS, EFFLUENTS, AND WASTE

EN16 Total direct and indirect greenhouse gas emis-
sions by weight. This indicator includes the sec-
tor-specific commentary required by the EUSS
(Electric Utilities Sector Supplement).

EN17 Other relevant indirect greenhouse gas emissions
by weight.



and reductions achieved. This indicator includes
the sector-specific commentary required by the
EUSS (Electric Utilities Sector Supplement).
Emissions of ozone-depleting substances by
weight.

NOy, SOy, and other significant air emissions by
type and weight. This indicator includes the sector-
specific commentary required by the EUSS (Electric
Utilities Sector Supplement).

Total water discharge by quality and destination.
This indicator includes the sector-specific com-
mentary required by the EUSS (Electric Utilities
Sector Supplement).

Total weight of waste by type and disposal meth-
od. This indicator includes the sector-specific
commentary required by the EUSS (Electric Utili-
ties Sector Supplement).

EN23 Total number and volume of significant spills.

EN19

EN20

EN21

EN22

treated waste deemed hazardous under the
terms of the Basel Convention Annex I, Il, IIl,
and VI, and percentage of transported waste
shipped internationally.

Identity, size, protected status, and biodiversity
value of water bodies and related habitats signifi-
cantly affected by the reporting organization’s
discharges of water and runoff.

EN25

PRODUCTS AND SERVICES

EN26 Initiatives to mitigate environmental impacts of
products and services, and extent of impact miti-
gation.

EN27 Percentage of products sold and their packaging
materials that are reclaimed by category.

EN14 EN15 EN16 EN17 EN18 EN19 EN20 EN21 EN22 EN23 EN24 EN25 EN26 EN27 EN28 EN29 EN30
76,96,97, 96,97,98, ;g 05 109,110,
63,64,65, 62,63,64, 98,99, 100,101, /2105 191112,
ey e o T, 2476 43,9700 - 102105, 106,107, 1ig g - 118 61 58 118,119 37,38 74,7576 40,4142
103, 104 104 17,118
126,128, 126, 128, 127,128,

- - %0 - 126,130 - o2 126,129 1270 130 - - 130 - - 125 -
. . 133 . 133 . . - 133 . . . 133 . . 132 .
- - - 136 136 - - - - - 135
. . 139, 140 . . . 139,140 138,139 139,140 . . . 140 . . . .
152,153,

- S MRLASe o ASLASS ey 151156 q48 151 154156, 162 - - 162 - - 146,154 -

160 161 161 Tl
169,171, 169, 171, 169, 170,
. . T . 169,172 . L 169 o . . . 172 . . .
177,178, 177,178, 175,177,
- - 177,178 - 179 - 179 - - - 179 - - 179
184, 186, 185, 186,
- - 184, 186 - - E 16 183,180 1831 - - - 187 - - 182 E
198, 199
196,197, 196,197, 195,197, 198199,
: : 200, 202 - 197,202 - 200,202 198,200 205201 - : : 202 - - 194 -
216,217
214, 220, 214,215, 212,215, 216217, 210,219,
. . o . 214,223 223 3N 13 218000 - . . 223 . . 9.2 .
221,223
- - 230,232 - 230,233 - 032 530 231,01 - - - - E - -
237,238,
- - 237,238 - 237,239 - - s - - - 239 - - -
248, 250, 248, 250, 248, 249,
. 52 . 248,251 251 8250, 247,248 2452 252 . . 252 . - 249
258,259, 258, 260, 258, 259,
. . 52 . 52 . 8259 256,258 258,260 . . . 261 . . 259 .
269,272, 269,272, 270,271,
- 22 - 269,273 - 5% ae8209 303NN 274 . . 274 . . 267,271
281,282,
- . 28128, 281,285 - 281283 590281 283284, 285 - - 285 - - 282
285 285
285
. . 288 . 288, 289 . 288,280 289 . . . . . 287
- - 292 - 292,293 E - - 292,293 - - - - - E 291
. . 296 . 296,297 . . - 296,297 . . . 297 . . .
- - 299 - 299,300 - - - 299,300 - - - - E - 299
307,308, 307,308, 307,308,
. . L . 307,309 309 7008 305,307 30T . . . 309 . . 308 .
- . 314,315 . . . 314,315 314 314 . . . 315 . . .
EN18 Initiatives to reduce greenhouse gas emissions EN24 Weight of transported, imported, exported, or COMPLIANCE

EN28 Monetary value of significant fines and total
number of non-monetary sanctions for non-com-
pliance with environmental laws and regulations.

TRANSPORT

EN29 Significant environmental impacts of transport-
ing products and other goods and materials used
for the organization’s operations, and transport-
ing members of the workforce.

OVERALL

EN30 Total environmental protection expenditures and
investments by type.

(1) For each indicator, the table shows the commentary
page numbers.
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The Enel Group

Enel is the largest power company in Italy and the sec-
ond listed utility in Europe in terms of net maximum
capacity. It is an integrated operator, active in electric-
ity generation, distribution and sale, as well as in gas
extraction and sale.

Enel is present in the electricity sector of over 40 coun-
tries, with a net maximum capacity of over 97,000 MW,
about 80,000 employees and 60 million customers.

12
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Enel, which has been listed on the Milan Stock Exchange

since 1999, is the Italian company with the highest num-
ber of shareholders.

Enel’s mission is to create and distribute value in the in-
ternational energy market, responding to customers’ and
shareholders’ requirements, enhancing competitiveness
in the countries where it operates, meeting employees’
expectations, serving communities while safeguarding
the environment, health & safety, with the commitment
of ensuring a better world to coming generations.
Electricity is generated with different technologies, which

use both conventional and renewable sources.

The Enel Group



As of December 31, 2010, total net maximum capacity amounted to 97,273  Generating mix as of Dec. 31, 2010

MW (), while total net electricity generation in 2010 exceeded 289 TWh (). Total: 97,273 MW
1,013 5,399
With regard to distribution, the total electricity wheeled on Enel’s grid in 2010 8,198 102{\ /7//7—74%6203
was 430.5 TWh and the total length of power lines as of Dec. 31, 2010 was ‘ ?1'050
// _—5679
equal to 1,810,951 km.
q 40,525 — iﬁ%@%

In 2010, Enel sold a total of 309 TWh.

~—23,467

Competitiveness, security and flexibility of supplies are strategic priorities. To 55

-l ¥
; fosoﬂ\\ggﬁ 43

cover the requirements of some plants in Spain, Enel extracts coal in the mines

owned by Endesa. Enel also participates in activities of extraction of gas in Al-

Slovakia Guatemala
i i i i USA M Mexico
geria, Egypt and Russia and of coal in Indonesia. = Bulgeris .
Argentina M Portugal
W Brazil W Morocco
To manage the above-described activities, Enel relies on an organizational =~ ®chile M taly
W Colombia M Romania
structure that consists of: Peru ™ Canada
) ) ) M Spain Russia
> the Holding Company (the so-called “Corporate”), which — through its cen-  ® CostaRica W France
M Greece M Ireland

tral staff functions — plays a role of guidance, coordination and control, so as
to leverage the Group's synergies and optimize the management of services
in support of the core business;

> the Up-Stream Gas function, which has the mission of developing and man-
aging the Group's up-stream gas segment;

> seven divisions, which ensure the achievement of technical and financial
performance targets by the operating companies and the integration of

their activities within the Group in accordance with its policies and codes

of conduct.

(1) The Consolidated Financial Statements 2010 indicate 8 MW more, representing plants in Chile not con- )
Hydro (run-of-river)

solidated in this Report. W Hydro (pondage/reservoir)
(2) This value is different from the one of the net generation sold reported in the Consolidated Financial W Hydro (pumped-storage)
Statements 2010 (as explained in the “Electricity generation” paragraph). Geothermal
W Wind
Photovoltaic
M Nuclear
B Thermal
W Thermal
M Biomass
W Thermal

GT)

CCGT)

dedicated plants)

steam turbines and alternative engines)

Electricity distribution grid as of Dec. 31,2010
Total: 1,810,951 km

24,417

89,241*\ {7/7180,389

— 645,479

—317,275
1,109,110 —" 1128591 —
Argentina Peru M High-voltage
W Brazil W Spain B Medium-voltage
B Chile M Italy W Low-voltage

W Colombia M Romania
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Board of Directors

Chairman — Chief Executive Officer
Up-Stream Gas —t— Holding Company’s Functions
Generation Iberia Infrastructure,  Engineering
Renewable ) )
. and Energy and Latin and and International Sales
ner
% Management America Networks Innovation
The Renewable Energy Division is in charge of all the renewable power gener-
ation assets of the Group, excluding the renewable portfolios of Endesa (Iberia
and Latin America Division), Enel Produzione (Generation and Energy Manage-
ment Division) and Slovenské elektrarne (International Division).
The division gathers all of Enel’s wind, solar, geothermal and run-of-river hydro
generation assets in 14 countries, totaling about 6,102 MW of capacity.
The Generation and Energy Management Division manages all the assets of
generation, import and wholesale supply of electricity in Italy, optimizing gen-
eration and procurement costs, in compliance with environmental and safety
legislation and regulations.
At regional level, power plants are grouped under 32 Business Units (23 ther-
mal and 9 hydro), in addition to the Trento Unit, which is a self-standing legal
entity (Hydro Dolomiti Enel).
The Iberia and Latin America Division gathers all the assets of generation and
distribution of electricity in Spain, Portugal and Latin America, excluding those
falling under the responsibility of the Renewable Energy Division.
1 4 Enel Environmental Report 2010 The Enel Group



The Infrastructure and Networks Division manages all of Enel’s electricity dis-
tribution grid and public lighting assets in Italy and provides support to the
management of the gas distribution grid 3). The division is focused on the
achievement of operating excellence and continuous improvement of its tech-
nical-service quality standards.

At regional level, grids and installations are grouped under 4 regional macro-
areas for electricity distribution, 4 regional areas for public lighting and 4 re-
gional areas for gas.

The Engineering and Innovation Division has the task of managing the
Group's engineering processes of development and construction of power
plants, as well as research activities, by scouting for, capturing and develop-
ing opportunities of innovation, with particular emphasis on initiatives of high
environmental value.

The division consists of 3 technical areas (Innovation & Environment, Research,
Nuclear Energy) and of the Power Plant Development & Construction Business
Area.

The International Division manages all the power generation and distribution
business operations in Bulgaria, Romania, Russia and Slovakia, excluding those
falling under the responsibility of the Renewable Energy Division and of the Ibe-
ria and Latin America Division. The division is organized into 6 regions (each of
which is called “Country”): France and Belgium, Bulgaria, Greece, Central-East-
ern Europe, Romania, Russia and Commonwealth of Independent States (CIS).

The Sales Division has the mission of managing the end-use power and gas
markets in Italy, developing integrated offerings of products and services for
the various customer segments, while meeting commercial-service quality
standards.

The Enel Group also includes Enel Servizi Srl, a company which has the task
of providing services (personnel administration, procurement, administration-
accounting, ICT, management of transport vehicles, real estate, and awareness,
training & education) to the Italian companies of the Group. Enel Servizi gives
guidance to the foreign companies of the Group on procurement, ICT and real-
estate/facility management.

(3) Gas distribution no longer falls within the Group'’s scope of consolidation after the sale of 80% of Enel
Rete Gas (September 30, 2009).
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Strategic targets

Regulatory, Environment
and Carbon Strategy function
Divisions and Enel Servizi

Human resources dedicated

to the environment

Targets

Relations with institutions
Main legislative and regulatory developments
Environmental criticalities

Environmental litigations

Financial resources
Climate strategy

Renewables

Energy efficiency

Nuclear energy

Research & innovation
Management of water resources
Biodiversity conservation
Environmental risk assessment
and management

Awareness, training & education
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Fnvironmental policy
and targets

Enel regards the environment, the
fight against climate change and
sustainable development as stra-
tegic factors in carrying out and
expanding its activities and as key
drivers for strengthening its lead-
ership in energy markets.

The Group’s environmental policy
is based on three fundamental
principles and pursues ten strate-
gic targets.

1 8 Enel

Principles

> Safeguarding the environment.
> Improving and promoting the environmental features of products and ser-
vices.

> Creating corporate value.

Strategic targets

> Application of internationally-recognized environmental management sys-
tems to the entire organization.

> Optimized integration of installations and buildings into the landscape,
while conserving biodiversity.

> Mitigation of environmental impacts by applying the best available tech-
nologies and the best practices in construction, operation and decommis-
sioning of installations.

> Leadership in renewables and low-emission electricity generation.

> Efficient use of energy, water and raw materials.

> Optimized management of waste and liquid releases.

> Development of innovative technologies for the environment.

> Communication of Enel’s environmental management efforts to citizens, in-
stitutions and other stakeholders.

> Environmental awareness, training & education of employees.

> Promotion of environmentally-sustainable practices among suppliers and
contractors.

The Chief Executive Officer
and General Manager

Fulvio Conti
—

Environmental Report 2010 Environmental governance



Strategic targets

Enel translates the principles enshrined in its environmental policy into a number of initiatives, which are aimed at

achieving its strategic targets.

Strategic target

Ongoing initiatives/programs

Application of internationally-
recognized environmental
management systems to the
entire organization

> Extension of certification to sites that are not yet certified

> Yearly maintenance of already acquired ISO 14001 certifications and EMAS registrations

> Certification of service activities (procurement, real-estate management, training & education, ICT)
> Certification of the Sales Division

Optimized integration of
installations and buildings into
the landscape, while conserving
biodiversity

> Biodiversity conservation projects (conservation of protected species habitats, reintroduction of
particular species, research centers and sighting points, replanting of indigenous flora)

> Biomonitoring (land-, sea- and river-based)

> Use of overhead or underground cables (in lieu of bare conductors) in power distribution lines

> Mitigation of the visual impact of production and distribution installations and of mines

Mitigation of environmental
impacts by applying the best
available technologies and the
best practices in construction,
operation and decommissioning
of installations

> Assessment of the environmental impact due to construction or major retrofits of installations

> Study and sustainable use of the Best Available Techniques (BATSs) in pollutant abatement systems

> Protection, monitoring and remediation of surface water, soil and subsoil in the areas surrounding
installations

Leadership in renewables
and low-emission electricity
generation

> Enlargement of the renewable portfolio by building or acquiring new power plants and by entering into
construction agreements

> Development of the nuclear technology

> Construction of new combined-cycle power plants

Efficient use of energy, water
and raw materials

> Improvement of power plant efficiency (use of more efficient components and/or processes, reduction
of consumption by auxiliaries)

> Reduction of grid losses in electricity distribution (optimized grid design, use of conductors with larger
cross-section and of electrical components with lower losses)

> Mapping and monitoring of all production sites to identify potential water stress and, when necessary,
make a more efficient use of water resources

> Internal recycling of water for industrial uses

> Reuse of ash and gypsum from coal and brown coal as raw materials in external production processes

> Promotion of end-use energy efficiency (distribution of more energy-efficient products for lighting and
space heating, use of more energy-efficient lamps in public lighting)

> Deployment of systems (e.g. smart meters) and rate plans promoting efficient electricity usage

Optimized management
of waste and liquid releases

> Decrease of waste production

> Decrease of the polluting load of liquid releases

> Increased recovery of waste and liquid releases (also by better sorting)
> Qualification of suppliers of waste disposal services

> Use of information systems for waste traceability

Development of innovative
technologies for the environment

> Research on and construction of pilot installations for:
- carbon capture & storage (CCS)
- smart grids
- use of hydrogen as a fuel
- solar thermodynamic power
- concentrating solar photovoltaic power
- multi-generation systems
- electric mobility
- green ports (electrified piers in ports)

Communication of Enel’s
environmental management
efforts to citizens, institutions
and other stakeholders

> Preparation of the Environmental Report, of the Sustainability Report and of the sustainability section of
the Annual Report

> Preparation of Environmental Declarations for EMAS-registered sites

> Communication with analysts and participation in various sustainability indexes

> Opening of installations to the public

> Posting of environmental initiatives on the Internet site

Environmental awareness,
training & education of
employees

> Periodical courses of environmental awareness, training & education
> Posting of thematic insights on the Intranet site

Promotion of environmentally-
sustainable practices among
suppliers and contractors

> Use of suppliers’ qualification criteria based on environmental performance
> Monitoring of contractors’ performance during and at the end of works or upon acceptance tests
> Awareness, training & education meetings on significant environmental aspects
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-nvironmental
organization

Environmental governance
s implemented by
operational units and
coordinated by a dedicated
unit at headguarters' level.

20 Enel

Environmental Report 2010

Regulatory,
cnvironment

and Carbon Strategy
function

The Environmental Policies & Climate Change unit (making
part of the Regulatory, Environment and Carbon Strategy
function) has the mission of formulating and coordinating
environmental policies and strategic targets, defining and
defending the Group's position, managing compliance
risks (by monitoring the achievement of performance tar-
gets), ensuring the consistency of the divisions’ initiatives,
defining the Group's policies in terms of climate change
and carbon regulation, coordinating environmental man-
agement systems, organizing the Group's environmental
reporting process (thus monitoring environmental perfor-
mance) and preparing the yearly Environmental Report.

The unit also develops the Group's carbon strategy.

Divisions and Enel Serviz

Depending on the specific issues to be covered, each divi-
sion relies on structures at various levels with personnel
in charge of conducting environmental activities. The staff
functions coordinate the management of the respective
environmental issues, providing the necessary specialist
support in line with the Holding Company’s guidelines.
Operational units and specific professional figures deal

with specific aspects of industrial sites.

Environmental governance



The Renewable Energy, Generation and Energy Man-
agement (GEM) and Sales Divisions have Safety & Envi-
ronment staff functions with coordination tasks. Specific
units deal with the environmental issues of power plants.
Furthermore, the Power Plant Development & Support
function of the Generation and Energy Management Divi-
sion relies on a unit that prepares the documents required
to obtain environmental authorizations for construction

and/or retrofit of power plants.

The lberia and Latin America Division (Endesa) has a
central-level Environment and Sustainable Development
Department (Direccion de Medio Ambiente y Desarrollo
Sostenible), which coordinates the management of the di-
vision’s environmental issues. The environmental contact

persons of the regional units report to this department.

In the Infrastructure and Networks Division, the Quality,
Safety & Environment function coordinates the manage-
ment of environmental issues. The Safety & Environment
units of the regional areas (power grids and gas) are in
charge of managing site-specific activities. In the Public
Lighting Business Area, the Engineering unit deals, among

others, with environmental compliance.

In the Engineering and Innovation Division, the Safety &
Environment function coordinates the division’s environ-
mental activities.

The Innovation & Environment technical area has the task
of formulating the technological innovation plan (jointly
with the other divisions), coordinating the implementa-

tion of actions and promoting initiatives of high environ-

Organizational structure (FTEs)

mental value. In the Nuclear technical area, the Radiopro-
tection, Environment and Authorizations unit has the task
of: defining environmental requirements from planning/
design to operation of installations; coordinating environ-
mental analyses and environmental impact studies; and

supporting authorization processes.

In the International Division, the Integration, Safety and
Operations Support function is responsible for transfer-
ring environmental guidelines to the various “Countries”.

Each "Country” has units or personnel in charge of manag-

ing site-specific environmental matters.

Within Enel Servizi, the operational department in charge
of real-estate and service management is supported by
a Safety, Environment & Customer Care unit. This unit
(through the Building Safety & Environment unit) coordi-
nates the management of environmental aspects in line

with the Holding Company’s guidelines.

HUMan resources
dedicated
to the environment

In the overall Group, the human resources dedicated to
the environment amount to 550 full-time equivalents
(FTEs). They include support personnel, i.e. the divisional
and regional personnel members who provide environ-

mental services to multiple operational units.

1/ |26

Regulatory, Environment Renewable Energy
and Carbon Strategy Division

function
International Division

Engineering and
Innovation Division

94

3

Sales Division

Generation and Energy
Management Division

243 | a0

Iberia and Latin America Infrastructure and

Division Networks Division
Enel Servizi ) ) O

Total
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Management systems

largets

The progressive deployment of internationally-recognized
environmental management systems (EMSs) in all the
activities of the Group (industrial, planning, coordination,
services, etc.) represents a strategic target of Enel’s

environmental policy.

Environmental management of services and sales

ENG6 EN7 in 2010, the Sales Division and Enel Servizi
Srl gained the I1SO 14001 certification for the over 1,000
buildings where they operate or that they manage. This
certification added to the one already obtained in 2009
for the vehicle fleet, the ICT system and procurement.

The EMS concerns services, commercial offerings and be-
havioral models. In addition to facilitating the fulfillment
of legislative/regulatory requirements, the EMS promotes
greater efficiency in the consumption of energy (electricity
and fuels) and water and increases the separate collection
of waste.

In the overall Group, the management of buildings gen-
erated an efficiency gain equal to 14,915 GJ of primary
energy saved, i.e. the difference between the electric-
ity saved (corresponding to 9,020 MWh or 32,500 GJ of
primary energy saved) (1) and the higher consumption of
fuel for internal heating services and canteens (420 toe or
17,585 GJ).

Environmental management policies also include: i) mo-
bility management (subscriptions for public transport (2),
for car- and bike-sharing, organization of a car pooling
service in Rome, management of travel for duty purposes,
choice of reasonably central locations for training & ed-
ucation courses, use of audio and video conferences); ii)
optimized use of the vehicle fleet (cars with lower environ-
mental impact, courses for safe and environmentally-sus-
tainable driving, real-time tracking of the nearest available
support-crew vehicle and its dispatching to destination);
and iii) digitized flows of documents and their transmis-
sion by certified e-mail (saving the energy associated with
paper manufacturing, document printing and delivery).

Enel organizes EMS awareness, training & education pro-

grams for its personnel.

(1) The calculation methodology assumes 4,436 MWh of electricity saved, corresponding to 9,000 MWh of primary energy savings if the share of fossil and nuclear
fuels (66-69%) in the Group's generation and the average efficiency of the thermal generating mix (~39%) are taken into consideration.

(2) In 2010, the energy savings from the subscription initiatives were around 800 toe. This figure results from the application of a formula obtained from the report
“Reducing CO, Emissions from Cars: A Study of Major Car Manufacturers” (published by Transport & Environment), considering the average consumption of the
various modes of transport (car, motorcycle, mass transit, soft mobility) multiplied by the number of users, the average home-to-work distance twice and standard

factors of emission and oxidation of the different fuels normally used.
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Green procurement

The EMS of Enel Servizi also encompasses green procurement, i.e. the procure-
ment of products and services having a lower impact on human health and on
the environment than other products and services that may be used for the

same purpose.

In 2010, Enel developed and introduced a new method to assess the impact of
goods and services to be purchased. The new method involves stricter require-
ments than the previous one and takes into account the process of “produc-
tion” of the good and the “useful stage” of the good or service. The lower en-
vironmental impact is measured via specific indicators (for each environmental
aspect). A product or service is considered to be adequate (green), if it offers
the best performance in terms of consumption of energy, water, raw materials
and hazardous substances, use and recovery of packaging materials, polluting

emissions and noise, recycling/reuse of the waste produced.

Companies wishing to participate in green tendering procedures must give
evidence of the environmental efficiency of their goods or services under the
above aspects through internationally-recognized environmental labels (Ecola-
bel, Nordic Swan, Blue Angel, etc.) and ISO 14001-certified or EMAS-registered
EMSs, provided that their improvement program demonstrates the achieve-

ment of efficiency objectives.

Groups of green products and services and related environmental require-
ments were thus identified.

Green products and services (Environmental requirements)

ISO 14001 in power plants

as of Dec. 31,2010

% of overall net maximum
electrical capacity: 97,273 MW O

W Certified
M Certification under way
M Other

(1) The Consolidated Financial Statements 2010 in-
dicate 8 MW more, representing plants in Chile
not consolidated in this Report.

EMAS in power plants

as of Dec. 31,2010

% of overall net maximum
electrical capacity in the EU:
71,904 MW

—383%
59.3% —

N—2.4%

M Registered
M Registration under way
W Other

Storage devices
Production stage: reduction and recovery
of packaging materials.

Personal computers (desktops,
notebooks, PDAS)

Production stage: reduction of consumption
of energy and hazardous substances; reduc-
tion and recovery of packaging materials.
Useful stage: reduction of energy con-
sumption, emissions and noise.

Bill envelope paper

Production stage: reduction of consump-
tion of energy, raw materials and hazard-
ous substances; reduction and recovery of
packaging materials.

Printer and copier paper
Production stage: reduction of consump-
tion of energy, materials and hazardous
substances; reduction and recovery of
packaging materials. Useful stage: recy-
cling and reuse of waste.

Non-industrial cleaning
Reduction of hazardous substances and
emissions.

Office furnishings

Production stage: reduction of consump-
tion of energy, raw materials and hazard-
ous substances; reduction and recovery of
packaging materials. Useful stage: recy-
cling and reuse of waste.

Management of company canteens and
coffee bars, provision of meal vouchers
Production stage: reduction of consump-
tion of energy, water and hazardous sub-
stances; reduction and recovery of pack-
aging materials.

Handling and transport of goods/
materials and porterage

Production stage: reduction and recov-
ery of packaging materials. Useful stage:
reduction of energy consumption and
emissions.

Repair, recovery and disposal of oil-
insulated MV/LV transformers (including
those with PCBs)

Minimum environmental performance to
be achieved.

Lead accumulators

Production stage: reduction of consump-
tion of energy, water and hazardous sub-
stances; reduction and recovery of pack-
aging materials.

Ammonia

Production stage: reduction of consump-
tion of energy, water and hazardous sub-
stances; reduction and recovery of pack-
aging materials.

Insulating materials and their application
and removal

Production stage: reduction of energy
consumption. Useful stage: recycling and
reuse of waste.

Industrial painting

Production stage: reduction of energy
consumption and emissions. Useful stage:
recycling and reuse of waste.

Demolition of installations
Useful stage: recycling and reuse of waste.

Demolition of non-industrial buildings
Useful stage: recycling and reuse of waste.
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The groups of green products and services will gradually increase thanks to:

> study of applicable environmental criteria based on the type of product be-
ing considered;

> monitoring of updates of international environmental labels.

For this purpose, reference is made to the green public procurement docu-

ments published by the Italian Environment Ministry, to the European Com-

mission’s toolkit (on-line downloadable and continuously updated) and to the

contribution given by leading private organizations of the sector.

In view of continuous improvement, Enel administers a questionnaire to its
suppliers upon the qualification process. The purpose of the questionnaire is to
assess their environmental responsibility and certifications. The questionnaire
now comes with a section devoted to greenhouse-gas emissions based on the
Carbon Disclosure Project (CDP).

In Italy, in the course of 2010, Enel awarded green procurement contracts for
€ 800 million (roughly 13% of the yearly total) and formalized green procure-

ment contracts for € 766 million (11% of the yearly total).

EN2 Green procurement also helps progressively increase the use of raw ma-

terials and recycled materials.

Resources subject to recycling (%)
2007 2008 2009 2010

Sulfuric acid (1) 0 0 0 0.7
Lime for flue-gas desulfurization () 0 0 1.1 1.3
Printing paper ) 45.0 50.0 52.2 56
Ferric chloride 4) 0 0 0 0.5
Dielectric oil ) 6.8 17.8 11.5 59
Lubricating oil (6) 0 0 1.1 3

(1) Brine (by-product of the process of production of demineralized water via osmosis) used in place of sulfu-
ric acid.

(2) Lime (from softening of water for industrial uses) reused in desulfurization.

(3) Paper containing 75% recycled fibers, purchased in the market.

(4) Sludges from waste water treatment reused in place of ferric chloride in water treatment.

(5) Dielectric oil, decontaminated from PCBs and reused or filtered and reused.

(6) Lubricating oil, filtered and reused.

EN17 since 2009, Enel has joined the Carbon Disclosure Project (CDP) Sup-
ply Chain, an initiative aimed at building climate change awareness. Suppliers
of goods and services are thus trained to assess the emissions from their activi-
ties. In this way, their greenhouse-gas emissions may be monitored and solu-
tions favoring their reduction may be encouraged. So far, Enel and Endesa have

involved about 500 suppliers in this initiative.

Environmental Report 2010 Environmental governance



SO 1400 1-certified and EMAS-registered activities

ISO 14001 results

Electricity generation

EMAS results

Electricity generation

30,4601

net maximum capacity

certified (MW)

33%

coverage

Electricity distribution

27,523

net maximum capacity
registered in Europe (MW)

38%

1,698,411

grids certified (km)

Sales (Italy and Romania)

94,

coverage

Enel Servizi Srl

coverage

100%

100%

coverage coverage
Italy EMAS-registered installations/sites MW ISO 14001-certified installations/sites MW km
Thermal power plants Bastardo, Fusina, Genova, La Casella, 12,818 Bastardo, Brindisi Sud, Fusina, Genova, 20,845
La Spezia, Leri Cavour, Montalto di La Casella, La Spezia, Leri Cavour, Montalto
Castro, Porto Corsini, Porto Marghera, di Castro, Pietrafitta, Porto Corsini, Porto
Priolo Gargallo, Santa Barbara, Sulcis, Marghera, Porto Tolle, Priolo Gargallo,
Torrevaldaliga Nord Rossano Calabro, Santa Barbara, Sulcis,
Termini Imerese, Torrevaldaliga Nord
Hydro power plants Business Units: Bologna, Cuneo, Montorio, 7,686  Business Units: Bologna, Cuneo, 10,839
Sardinia, Vittorio Veneto Montorio, Sardinia, Sicily, Sondrio,
Vittorio Veneto
Bolzano (= SE Hydropower) 769 Bolzano (= SE Hydropower) 769
Business Units: Bergamo, Domodossola, 1,509
Naples
Business Units: Trento (Hydro Dolomiti Energia) 1,273  Business Units: Trento (Hydro Dolomiti 1,273
Energia)
Geothermal power All 728 All 728
plants
Wind power plants Business Unit: Naples 456
Power grid All 1,109,109
Real estate, vehicle fleet and All
services (procurement, ICT,
management of over 1,000
buildings, training & education)
Sales All
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EMAS-registered installations/sites ISO 14001-certified installations/sites MW
Thermal power plant Maritza East 3 808
Ireland EMAS-registered installations/sites ISO 14001-certified installations/sites MW
Thermal power plants All 1,013
Portugal EMAS-registered installations/sites MW 1SO 14001-certified installations/sites MW
Thermal power plants Pego 221 Pego 221
Romania EMAS-registered installations/sites ISO 14001-certified installations/sites km
Power grid All 89,240
Sales All
Slovakia EMAS-registered installations/sites ISO 14001-certified installations/sites MW
Thermal power plants All 1,250
Nuclear power plants All 1,818
Hydro power plants All 2,329
Spain EMAS-registered installations/sites MW  1SO 14001-certified installations/sites MW km
Thermal power plants Endesa: Barranco de Tirajana, Cristébal 4,028 Endesa: Alcudia, Barranco de Tirajana, 11,663
Colén, Garraf, Granadilla, Litoral, As Pontes Besos, Candelaria, Ceuta, Compostilla,
(steam-condensing), As Pontes (combined- Cristébal Coldn, El Palmar, Garraf, Granadilla,
cycle), Teruel Ibiza, Jindmar, Las Salinas, Llanos Blancos,
Litoral, Los Guinchos, Mahdn, Melilla,
As Pontes (steam-condensing), As Pontes
(combined-cycle), Punta Grande, San
Roque, Son Reus, Teruel
Eufer: Eneralco 9
Nuclear power plants All 3,514
Hydro power plants Endesa: Ebro Pirineos, Noroeste, Sur 4,642
hydro generating units (UPH)
Eufer: Arroibar, Anllo, Avia, Brandariz, Los 26
Batanes, Rosarito
Wind power plants Eufer: Aldeavieja, Belmonte, Cabo 679
Vilano, Caldereros, Careén, Casa, Castelo,
Coriscada Corzéan, Coto de Codesas |, Do
Vilan, Enerbierzo, La Losilla, Malagén |,
Malagon Il, Pemalsa, Pena Forcada, Pefa
Armada, San Andrés, San Sebastian,
Sierra de la Oliva, Silvaredonda,
Valdepero, Viravento
Power grid Aragona, Andalusia, Extremadura, 315,907

Balearic Islands, Canary Islands, Catalonia

Port terminals Ferrol Ferrol, Carboneras, Los Barrios

Mining Andorra

Real estate Eufer’s offices: Andalucia, Barcelona,
Castilla, Extremadura, Galicia, Las Palmas,
Ledn, Madrid, Santander, Sevilla, Tenerife,
Valencia
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North Africa

Morocco ISO 14001-certified installations/sites MW
Thermal power plant Tahaddart 123
Latin America
ISO 14001-certified installations/sites MW km
Thermal power plants All 3,075
Hydro power plants All 1,328
Power grid All 24,417
ISO 14001-certified installations/sites MW km
Thermal power plants All 307
Hydro power plants Cachoeira Dourada 650
Power grid Ampla and Coelce 68,789
ISO 14001-certified installations/sites MW km
Thermal power plants All 2,067
Hydro power plants Abanico, Antuco, Cipreses, Curillinque, El Toro, Isla, 3,443

Loma Alta, Los Molles, Ojos de Agua, Palmucho, Pangue,
Pehuenche, Ralco, Rapel, Sauzal, Sauzalito

Wind power plants All 77
Power grid All 15,585
ISO 14001-certified installations/sites MW km
Thermal power plants All 411
Hydro power plants All 2,455
Power grid All 51,988
ISO 14001-certified installations/sites MW
Hydro power plants All 24
Wind power plants All 33
ISO 14001-certified installations/sites MW
Hydro power plants All 300
ISO 14001-certified installations/sites MW km
Thermal power plants All 1,037
Hydro power plants All 739
Power grid All 23,376
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The environmental reporting process is an integral part of Enel’s environmental
management system. Through ICT-based and structured procedures, its meth-
odology ensures homogeneity of the collected data. The reporting system al-
lows Enel to check the Group’s environmental performance vs. targets and to
process the environmental data reported in its publications.

The formats used for collection of both process and governance data are con-
tinuously updated to accommodate changes in Enel’s organizational configu-
ration, legislative and technological developments, as well as experience feed-
backs.

In addition to data aggregation by organizational level (business unit, group
of power plants, business activity, company, country, division, Group, etc.), the
Environmental Policies & Climate Change unit makes available a broad range of
reporting datasheets (status data, process data, resources, emissions, liquid re-
leases, waste) and indicators (ratios between homogeneous or heterogeneous
quantities). These indicators permit to compare the results of different units,
track the performance of a single unit over time (regardless of the volume of
its activities), pinpoint deviations from average or target values and assess the
reliability and consistency of the reported data.

Environmental Report 2010 Environmental governance




Stakeholders

Relations with institutions

At national and international scale, social, environmen-
tal and economic expectations towards companies are
ever-growing. Enel must thus strengthen its institutional
dimension in the countries where it is present and raise
institutional stakeholders’ perception of its strategic role
in creating and representing value.

With this purpose in mind, Enel has adjusted to the grow-

ing complexity of the competitive scenario, intensifying its

relations with international, European, national and local
institutions, in order to contribute to the decision-making
process, both as a party expressing specific interests and as
an experienced energy operator.

Indeed, its constant dialogue with institutions is intend-
ed to build public decision-makers’ awareness of issues
of major interest to Enel through three main drivers: a)
consolidation of relations already established in previous

29



30

Enel

years with law- and policy-makers; b) progressive extension of its contacts,
establishing relations based on confidence and direct cooperation, even with
new partners who are less familiar with the above issues; and ¢) comprehensive
information disclosure, thus helping improve the level of technical knowledge

of institutional counterparts.

Relations with institutions take place at different levels.

> At local level, in the areas where it operates, Enel communicates with re-
gional and other local authorities, in order to reconcile the requirements
of industrial development with those concerning land and landscape pro-
tection and respect for local communities. This interaction is continuous in
environmental protection activities and intensified upon possible emergen-
cies or critical stages of the planning processes (granting of authorizations,

commencement of works, etc.).

> At national level, Enel has established a fruitful dialogue with the compe-
tent administrations, e.g. in Italy with the Ministries of the Environment,
Economic Development, Regional Affairs and EU Policies and with repre-
sentatives of parliamentary commissions involved in the decision-making
processes in areas of major interest to Enel, such as energy planning and
efficiency, support for renewables, climate change strategies and environ-
mental protection.

> At EU level, Enel actively participates in the debates and decision-making
processes of the European Commission, the European Parliament, the Coun-

cil and the national Permanent Delegations to the European Union.

> At globallevel, Enel interacts with non-governmental associations and mul-
tilateral development banks and actively participates in the main associa-
tions of the sector and in global fora of consultation over energy and the
environment. The analyses emerging from these fora (involving Business Eu-
rope, Eurelectric, €8, International Emissions Trading Association, UNFCCC,
IEA) provide institutional decision-makers with important reference frame-
works and with key data on current trends and future developments of the

energy sector.
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Main legislative and regulatory developments

Furopean Emission Trading Scheme

European Union

In the European Union, 2010 was the third year of the first
commitment period (2008-2012) of the scheme for green-
house gas emission allowance trading within the Commu-
nity (European Emission Trading Scheme - EU-ETS - Direc-
tive 2003/87/EQ).

The Climate and Energy Package (enforced on June 25,
2009) contains, among others, Directive 2009/29/EC,
improving and extending the EU-ETS. Under the scheme,
the covered installations receive tradable emission allow-
ances. However, the auctioning of emission allowances,
which was limited in the first and second trading periods,
will be the main method of allocation in the third trading
period (beginning in 2013). To this end, Member States
adopted the Auctioning Regulation on November 12,
2010. This regulation also provides for a common allow-
ance trading platform and a common registry.

The following are the key data of the 2008-2012 National
Allocation Plans (NAPs) adopted by the Member States
where Enel has installations that are covered by the above
legislation (combustion installations with a thermal ca-
pacity of over 20 MW).

Bulgaria
The European Commission approved the 2008-2012 NAP
in April 2010. In 2010, the allocation for Enel’s plant was

equal to 6.1 Mt, while emissions were equal to 6.09 Mt.

Ireland
In 2010, CO, emissions were equal to 0.28 Mt vs. NAP al-
locations of 1.4 Mt.

Italy

In 2010, CO, emissions from Enel's plants in Italy were
equal to 34.57 Mt vs. NAP allocations of 34.6 Mt.

On April 28, 2010, with its Decision 9/2010 the national
committee in charge of managing the implementation
of Directive 2003/87/EC allocated all the remaining al-
lowances (about 21.7 Mt) of the "new entrants’ reserve”
to new plants commissioned until April 2009. The alloca-
tion excluded Enel’s Torrevaldaliga Nord plant, as well as
numerous plants of other operators, which had gone into

service after the above time limit.

To redress the situation arising from the exhaustion of the
new entrants’ reserve, the Government adopted Law De-
cree 72 of May 20, 2010, based on the commitment that
it had taken in its allocation decision for the 2008-2012
period. The decree provided that the new entrants’ plants
excluded from the allocation should receive — on an ex-
post basis and at market values — the emission allowances
for which they were eligible under the above decision
and that the free allowances (estimated at about 42 Mt)
should be funded in part with the revenues from the auc-
tions to be held in Phase Il of the EU-ETS (after 2012).
The Parliament converted the decree into Law 111 of July
19, 2010. Under this law, the national EU-ETS committee
adopted its Decision 16/2010, with which it defined the
allowances to be allocated to plants commissioned in
2009 and for which it had completed the related assess-
ment procedures. The number of permits to be allocated
to unit 4 of the Torrevaldaliga Nord plant for 2010 was

equal to 2.6 million tonnes.

Portugal
In 2010, emissions were equal to 0.63 Mt vs. NAP alloca-
tions of 2.7 Mt.

Slovakia

The Slovak Environment Ministry allocated an average of
5.4 Mt/yr to Slovenské elektrérne for the 2008-2012 pe-
riod. In 2010, Slovenské elektrarne produced about 3.04
Mt of emissions.

Spain

Emissions in 2010 were equal to roughly 23.2 Mt; the al-
lowances allocated by the NAP were equal to 24.4 Mt.
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Use of renewables

The promotion of the use of renewables (RES) for energy
production is a topic of major relevance to Enel, consider-
ing its strong involvement in the sector and the fact that
Enel Green Power went public at the end of 2010. The fol-
lowing paragraphs give a picture of the legislation in force
in the various countries where Enel generates electricity

from renewables (all the targets pertain to 2020).

Bulgaria
The Renewable and Alternative Energy Sources and Bio-
fuels Act (June 19, 2007) introduced a support scheme
based on guaranteed feed-in tariffs. In November 2008,
some changes were introduced:
> duration of the feed-in scheme — 15 years for wind in-
stallations and 25 years for solar installations;
> eligibility — all installations commissioned by 2015.
Further amendments (defined in 2010) are expected to
be made to the scheme in 2011, upon the issuing of leg-
islation which will transpose the principles of Directive
2009/28/EC. The National Renewable Energy Action Plan
(NREAP), submitted to the European Union, sets a target
of about 20.6% for the share of renewables in gross final

electricity consumption.

France

Electricity generation by hydro, on-shore and off-shore
wind, biomass, biogas, photovoltaic (PV) and geothermal
power installations is supported through feed-in tariffs,
which are differentiated by source (Law 108/2000). The
full cost of the installation may be depreciated in the first
financial year and tax deductions of up to 33% are grant-
ed for investments in the French overseas departments.
Household customers enjoy a tax credit for 50% of the
costs incurred for the construction of PV installations.

In July 2010, the "Grenelle 2" Law was enacted. The
law implemented the provisions of the “Grenelle de
I'Environnement” Law, including the requirements for
compliance with renewable-energy development targets.
In particular, the law defined: i) a period of connection pri-
ority for renewable power installations (10 years); ii) the
differentiation of payments (royalties) for renewing hydro
power leases according to the value of the electricity gen-
erated by the installation; and iii) the rules to be abided by
in the process of authorization of wind farms belonging to

the Zone de Développement Eolien (ZDE).
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In January 2010, a decree amended the support scheme
for photovoltaic installations commissioned in 2010. The
new tariffs will remain constant until 2011 and will be
decreased by 10% from 2012 on. Given the high number
of applications for “contrats d’achat” received during the
year, the decree was subsequently amended, by introduc-
ing (in December 2010) a three-month suspension of new
applications for feed-in tariffs, except for some types of in-
stallations and for particular stages of development of the
projects. As an additional form of support for renewables,
the French Government held some auctions for wind and
biomass projects (bids are to be submitted by mid-2011).

The NREAP, submitted to the European Commission, sets
atarget of about 27% for the share of renewables in gross

final electricity consumption.

Greece

The Greek system of support for electricity generated
from RES (Law 2368/2006, revising the previous Law
2773/1999) provides for a feed-in scheme at guaranteed
tariffs, differentiated by source and level of interconnec-
tion and yearly updated. Electricity from RES is sold under
a contract between the generator and the Hellenic Trans-
mission System Operator (HTSO). The contract has a 12-
year duration and may be extended by up to 20 years. In
addition to the feed-in scheme, some investments in elec-
tricity generation from RES may receive public funding
(grants covering up to 20-40% of the capital expenditure,
tax exemptions and subsidies covering labor costs). The
deadline for applications was the end of 2010.

In May 2010, the Parliament passed a new law defining
the future schemes of support for RES and introducing the
following main changes: i) increase of feed-in tariffs in the
absence of financial support, in particular for installations
located on previously non-interconnected islands, if they
have self-financed their own submarine cable ; and ii) pos-
sibility of developing off-shore wind projects solely under
Build-Operate-Own concessions granted by the State.

In August 2010, the Environment and Energy Ministry
published a consultation document about a tendering
procedure for geothermal power generation, with a view
to discovering new geothermal fields.

The NREAP, submitted to the European Commission, sets a
target of about 39.8% for the share of renewables in gross

final electricity consumption.
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Italy

The main mechanism supporting RES in Italy is the Green
Certificates scheme, which was introduced by Legisla-
tive Decree 79/1999 (the so-called “Bersani Decree”). The
scheme requires producers and importers of conventional
electricity to surrender Green Certificates (GCs), which
give evidence of electricity generation from RES. The num-
ber of GCs to be surrendered is calculated by applying the
mandatory quotas (6.05% and 6.8% for 2010 and 2011,
respectively) to the conventional electricity generated
and imported in the previous year. GCs may be traded
bilaterally or in the market managed by Gestore dei Mer-
cati Energetici (GME). The trades are based on a reference
price, i.e. the sale price of the GCs owned by Gestore dei
Servizi Energetici (GSE). This price was equal to about €
112/MWh (net of VAT) in 2010. Moreover, in the 2009-
2011 period, GSE may — at the request of the producer
— buy back the GCs pertaining to the 2008-2010 period
at a price equal to the weighted average price of the GCs
traded in the market in the same period (this price was
equal to € 89/MWh in 2010). For installations of less than
1 MW, the Ministerial Decree of December 17, 2008 in-
troduced an all-inclusive feed-in tariff as an alternative to
GCs. The previous rules do not apply to PV and solar ther-
modynamic installations: for PV installations, the support
scheme is based on feed-in tariffs (“Conto Energia”) and
its validity was extended until May 2011 under the Minis-
terial Decree of August 6, 2010; for solar thermodynamic
installations, the feed-in tariff is defined by the Ministerial
Decree of April 11, 2008.

The legislative decree which transposed Directive 2009/28/
EC substantially revised these schemes. The decree provid-
ed, among others, for the replacement of the Green Certifi-
cates scheme with an auction mechanism for installations
of over 5 MW and with feed-in tariffs for smaller ones. The
new provisions will apply to installations which will go into
operation from 2013 on. The only exception to this date
concerns the support for PV installations, for which a new
Ministerial Decree will be issued within April 2011. This de-
cree, which will update the support scheme in the light of
the recent developments of the sector in Italy, will produce
its effects as early as in May 2011.

Finally, in July 2010, the Italian Government transmitted its
NREAP to the European Commission in accordance with
Directive 2009/28/EC, which sets a 17% binding target
of renewable energy in national gross consumption to be
achieved by Italy by 2020. Taking into account the effects

of other energy efficiency measures on final consumption,

the NREAP sets a target of about 29% for the share of RES

in gross final electricity consumption.

Romania

The scheme for support of RES in Romania was introduced
by a law of 2005, then confirmed in 2008. The scheme is
based on GCs, which are issued over a period of 15 years
to all eligible installations. Electricity suppliers are required
to purchase GCs according to a mandatory quota which
is periodically updated. In July 2010, some amendments
were made to the scheme (Law 139/2010). Among them,
it is worth mentioning: i) the progressive growth of the
mandatory quota from 8.3% in 2010 to 20% in 2020; ii) a
higher penalty for non-fulfillment of the obligation; iii) the
assignment of two GCs per MWh of wind power produced
until 2017 (one GC afterwards) and six GCs for photovol-
taic generation.

The NREAP, submitted to the European Commission, sets a
target of roughly 42.6% for the share of RES in gross final

electricity consumption.

Spain
Renewable power producers have access to a “special re-
gime"” and may choose one of two feed-in schemes:
> all-inclusive tariff (including the electricity price), which
is technology-specific and inflation-adjusted;
> premium on top of the electricity market price (with
minimum and maximum limits for the sum of the two
components); this premium, too, is inflation-adjusted.
As regards PV installations, Royal Decree 1578/2008 dis-
tinguished between two specific categories of solar instal-
lations (integrated and ground-mounted) and established
an appropriate registry into which the installations must
be entered in order to receive the support. The decree
specifies four time-windows per year, during which appli-
cations for registration (“convocatorias”) must be lodged.
The applications are accepted until reaching a predeter-
mined capacity ceiling. The supportis an all-inclusive feed-
in tariff (i.e. including the electricity price), which varies
depending on the ratio of the registered capacity to the
capacity ceiling of the previous “convocatoria”.
Royal Law Decree 6/2009 created a new administra-
tive registry, with which new installations falling under
the special regime (except PV ones) must be registered
in order to receive the support. Furthermore, the decree
defines a maximum capacity threshold which may be sup-
ported and the basic mechanism (“first come first served”)

under which the incentive is granted.
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In November 2010, Royal Decree 1565/2010 established
a new remuneration for PV installations; the main change
was an extraordinary reduction with effect from the sec-
ond “convocatoria” in 2011. Furthermore, in December
2010, Royal Law Decree 14/2010 introduced urgent mea-
sures to redress the tariff deficit; for PV installations, the
measures included a decrease in the number of hours of
operation eligible for support.

As to wind farms and solar thermal installations, Royal De-
cree 1614/2010 (published in December 2010) modified
the following main aspects: i) for both types of installa-
tions, definition of a maximum number of hours eligible
for support (the remaining hours will be remunerated at
market prices); ii) for wind farms, temporary decrease of
the applicable premium by 35%; iii) for solar thermal in-
stallations, abolition of the premium-+market price option
for the first year of operation.

The NREAP, submitted to the European Commission, sets a
target of approximately 40% for the share of RES in gross

final electricity consumption.

USA

The US has no tariff-based RES support scheme at federal
level. The large majority of the States adopted mandatory
quotas for electricity suppliers (Renewables Portfolio Stan-
dard - RPS). The quotas are associated with transferable
certificates, which give evidence of compliance with the
obligation. To meet their obligation, suppliers hold auc-
tions for entering into long-term (10-15 years) contracts
of purchase of certified electricity. The Recovery Plan, rati-
fied by President Obama on February 17, 2009, provides,
among others, for specific RES support schemes, includ-
ing incentives for investments (Investment Tax Credits -
ITCs), the extension of the applicability of the Production
Tax Credit (PTC) to 2012 for wind farms and to 2013 for
geothermal plants, upgrades of hydro plants and biomass
plants. All the proposals concerning the implementation
of a federal-level RPS system were shelved. In December
2010, the extension of Section 1602 (Cash Grants) of
the American Recovery and Reinvestment Act — allowing
plants commissioned in 2011 to benefit from the support

—was approved.

Brazil
A program of support for wind, mini-hydro and biomass
installations (Proinfa) was introduced in 2002 and revised
in 2003. The program had set a target of 3,300 MW of
new capacity from RES to be reached by December 2008.
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The target was achieved and a new program (Proinfa 2)
was expected. Failing the new program, the Government
introduced a federal system of wind capacity auctions. The
first auction, held at the end of 2009, assigned 1,800 MW
of wind capacity to be installed under a 20-year contract
of supply of the generated electricity.

In July 2010, the Brazilian regulator held some auctions
for hydro, wind and biomass sources, during which 2,892
MW of installed capacity were allocated. The duration of
the contracts depends on the source covered by the auc-
tion (15 years for biomass, 20 years for wind, 30 years for
hydro).

Chile

The law of promotion of RES (Law 20257) was passed in
2008. The law defined a mandatory quota and introduced
a mechanism of transferable certificates. At present, the
target of generation from RES, to be reached in 2024, is
equal to 10%.

In the last months of 2010, the Commission of Energy Re-
sources examined the assumption of revising the above
target, by replacing it with 20% by 2020. The debate is
under way and the text is being examined by the Senate
(then by the Chamber of Deputies).

Mexico

RES plants are supported through feed-in tariffs. On June
22,2009, the Comision Reguladora de Energia (CRE) circu-
lated the draft regulation of the law on promotion of RES,
which was finally published in the Diario Oficial de la Fed-
eracion on September 2, 2009. At present, the secondary
legislation implementing the frame-law is being approved,
while the Secretaria de Energia (SENER) and CRE are pre-
paring the related technical rules. In March 2010, CRE ap-
proved the "Contrato de Interconexion para Centrales de
generacién de energia eléctrica con energias renovables
0 con generacién eficiente y sus anexos”, defining the
contractual conditions between the power company and
alternative generators for electricity transmission services.

Official publication of the document is awaited.

Energy efficiency

The EU’s Action Plan for Energy Efficiency, published in
2006, intends to realize the European energy-saving po-

tential and to maintain Europe’s position as one of the
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most energy-efficient regions in the world. The measures
and initiatives envisaged in the plan are focused on ener-
gy efficiency in view of cost reductions. To this end, the Eu-
ropean Commission adopted a new action plan, involving
measures to achieve a possible target by 2020. In Decem-
ber 2010, the European Parliament published a guidance
resolution for the European Commission’s plan, which was
published in March 2011. The plan places emphasis on the
need to adopt measures in the government and building
sectors, to apply the Best Available Techniques (BATs) in
the heat & power generation sector and to explore the
possibility of making authorizations for new plants con-
ditional upon the use of combined heat & power genera-
tion technologies. In 2013, the Commission will review the
progress made by Member States towards the target of
reducing primary energy consumption by 20%. If the re-
view shows that the target is unlikely to be achieved by
Member States, the Commission will consider proposing
a binding target. The following paragraphs outline the
regulatory provisions on energy efficiency issued in 2010

in some of the countries where Enel operates.

Italy

Support for end-use energy efficiency is based on the
energy efficiency certificates scheme (introduced by the
Ministerial Decrees of July 24, 2004). Under the scheme,
electricity and gas distributors are required to achieve
end-use energy savings, certified by energy efficiency cer-
tificates (TEE). These certificates may be traded bilaterally
or in the regulated market. Each certificate entitles to a
tariff contribution whose value is established by Autorita
per I'Energia Elettrica e il Gas (AEEG - the Italian electric-
ity and gas regulator). With its Decision EEN 18/10 of
November 22, 2010, AEEG set specific primary energy-
saving targets for the year 2011. For Enel (Enel Distribuzi-
one and Deval), the overall energy-saving target exceeds
2.6 Mtoe. With its Decision EEN 17/10 of November 18,
2010, AEEG updated the tariff contribution for energy
efficiency certificates, setting a value of € 93.68/toe for
2010. This value is based on the yearly trends of the aver-
age electricity and gas rates for household customers and
of the prices of gas-oil for transport. On January 30,2011,
AEEG concluded its Consultation 43/10 about the revi-
sion of the technical and financial rules implementing the
energy efficiency certificates scheme. The consultation
was aimed at identifying major corrections of the scheme,
made necessary by the structural deficit of certificates in

the market.

Spain

The Spanish Government submitted its NREAP to the Eu-
ropean Commission on June 30, 2010. Under the energy
efficiency scenario outlined in the NREAP, final consump-
tion of energy will be decreased by about 13%. The Span-
ish Government intends to finalize legislative instruments
in support of this scenario (two bills: “Ley de economia
sostenible” and “Ley de eficiencia energética y energias
renovables”) and, in particular, introduce tax breaks for
energy efficiency initiatives. The “Proyecto de ley para la
economia sostenible” confines itself to measures for cut-
ting demand by 20% by 2020 with respect to the trend
scenario; no details have yet been given for the electric-
ity sector. Conversely, the "Proyecto de ley de eficiencia
energética y energias renovables” refers to promotion of
combined heat & power generation and provides that the
Ministry of Industry, Tourism and Trade shall set energy-
saving and efficiency objectives and minimum require-
ments for new plants; reduction of grid losses is very likely
to be included among the objectives.

Russia

A federal law (261-FZ) on energy efficiency was enacted
on November 23, 2009. This law creates a legislative, eco-
nomic and organizational framework which encourages

energy savings and energy efficiency increases.

Other environmental
legislation

On December 17, 2010, Directive 2010/75/EU “on indus-
trial emissions (integrated pollution prevention and con-
trol)” was published in the Official Journal of the European
Union. The directive gathers the provisions of seven exist-
ing directives, revisiting the legislation on integrated pol-
lution prevention and control (IPPC Directive), as well as
on large combustion plants, incineration of waste, volatile
organic compounds and titanium dioxide.

Member States will have to transpose the new directive
within the next two years. The central element of the new
directive is the requirement for industrial installations to
adopt the Best Available Techniques, as described in the
sector-specific BREFs (Best Available Techniques Refer-
ence Documents; the part of these documents concerning
large combustion plants will be revised and updated in
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the course of 2011). This significantly limits the possibility for Member States to
grant derogations (except in exceptional cases) taking into account the tech-
nology used, the geographic location of installations and the actual local envi-
ronmental conditions. Pre-defined mechanisms of exemption from the BREFs
will apply to plants with a short residual lifetime.

By 2015, the Commission will explore the possibility of introducing EU-wide
minimum requirements, i.e. emission standards not to be exceeded by any

plant releasing emissions into the atmosphere.

In Italy, in the course of 2010, numerous amendments were made to the tech-
nical environmental legislation. First of all, a waste tracking system (“SISTRI”,
Ministerial Decree of December 17, 2009, as subsequently amended and sup-
plemented) will replace — with effect from June 1, 2011 — the current system
based on hard-copy documents. Each operator involved in the waste cycle (ex-
cept private citizens) shall be equipped with information systems enabling the
ecological field team (NOE - Nucleo Operativo Ecologico) of the Carabinieri to
real-time monitor all the stages of the process, from production to final dis-
posal, and to take action in case of wrongdoings. Enel Produzione, Enel Green
Power, Enel Distribuzione, Enel Ingegneria e Innovazione, Enel Servizi are regis-
tered in Italy with the above system as producers of special waste.
Legislative Decree 152/2006 (consolidated text of environmental laws) under-
went numerous changes. In particular, its part Il (VIA-VAS-AIA) now incorpo-
rates provisions on the Integrated Environmental Authorization (previously
contained in Legislative Decree 59/2005, repealed) in addition to those on the
Environmental Impact Assessment and the Strategic Environmental Assess-
ment; in this way, the three processes can thus be better coordinated. Also part
IV (waste and rehabilitation) of the decree was amended (transposing Direc-
tive 2008/98/EC on waste) by modifying the definitions of “by-product” and
“end of waste” (formerly “secondary raw material”); these modifications are
expected to streamline the management of ash and gypsum produced in coal-
fired thermal plants (now falling under the aforesaid categories). Penalties for
non-fulfillment of the SISRI obligations were also introduced. Other modified
parts of the decree are as follows:
> soil and water conservation, as a result of the transposition of Directive
2000/60/EC on water resource quality, with the consequent reorganization
and coordination of the prior applicable provisions;
> air protection, with the revision of provisions applicable to industrial instal-
lations (e.g. definition of installation, use of fuels) and residential/commer-
cial ones;
> environmental damage, as aresult of the transposition of Directive 2004/35/
EC on environmental liability, with the repeal of the prior applicable provi-

sions.
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EN28 ENvironmental criticalities

Environmental criticality means the rejection of, opposition to or complaint
about the impact deriving from the operation of installations (power plants,
grids, substations, buildings, etc.). This position is expressed — for obvious rea-
sons — by a third party feeling disturbed, damaged or threatened by present or
future installations. Environmental opposition translates into public or private
initiatives, which may involve significant costs owing to denied authorizations,
suspensions of works, modifications of installations, etc. Examples are admin-
istrative measures, letters before action, written protests (direct or through the
press), actions by mass media, as well as verbal complaints (when local com-
plaint desks or offices are available). Each protest concerning the same instal-
lation corresponds to a different criticality. The criticality ceases with the end
of the circumstances generating it. In any case, environmental litigations are
excluded from environmental criticalities.

The use of the most rigorous and advanced organization and management mea-
sures cannot avoid the occurrence of environmental criticalities, which originate
from various factors, including the excessive emphasis that the media place on

some issues, thus inducing particular expectations among communities.

To manage the criticalities involving electric & magnetic fields in Italy, Enel Dis-
tribuzione issued guidelines (http://www.enel.it/it-IT/doc/reti/enel_distribuz-
jone/LineaGuidaDPAaiSensiDM290508.pdf) with a view to simplifying and
harmonizing the method for determining the first-approximation clearance
of its installations (simplified procedure to compute the buffer zone). These
guidelines may be used both by private parties upon development of new set-

tlements and by supervisory bodies for verification purposes.

Moreover, Enel, other power line and substation operators and the ISPRA-AR-
PA system jointly issued additional/explanatory provisions (intended for public
administrations and private parties) on the application of the Decrees of May
29, 2008 (approval of procedures to assess and measure magnetic induction
and approval of the methodology of computation of buffer zones for power
lines — http://www.agenti-fisici.isprambiente.it/documenti-cem/documentazi-
one-tecnica.html).

Thanks to these measures, the risk of occurrence of criticalities connected with
electric & magnetic fields and the time of response thereto sharply decreased.
The number of criticalities recorded in 2010 is 116, down by over 30% from
2007. The contraction is significant considering, among others: i) the substan-
tial improvement in the ways in which criticalities are identified in all the coun-
tries where Enel operates; and ii) the sharp increase of Enel’s assets through the
acquisition of Endesa and OGK-5.

The analysis of criticalities by business activity shows that most of them (82%)
are due to thermal power generation and electricity distribution (41% each)
and that they are followed by those concerning hydro power generation
(11%). The analysis by environmental domain indicates that the majority of

them fall under the “other” heading (31%) and that they are followed by those

Environmental criticalities

as of Dec. 31, 2010 (by business activity)
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Environmental litigations pending
as of Dec. 31, 2010 (by business activity)
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regarding soil, groundwater and surface water (22%, mostly protests against
the operation of the Maritza East 3 power plant), biodiversity and landscape
(15%, protests in Brazil against the impact of distribution grids and hydro pow-
er plants), air and climate (11%, mostly protests against the operation of the
Maritza East 3 power plant).

The following is a description of the criticalities, grouped by type, and of the

measures taken.

Flooding due to the opera-
tion of hydro plants in Italy.
Verification of the damage
by the insurance company

Finding of abandoned or
polluted material in areas
outside plants in Italy (Brin-
disi, Mercure) and Bulgaria
(Maritza).

Rehabilitation, even when
the cause is not associated
with the activity of Enel

Public opposition to con-
struction of some hydro
plants in Chile (project for
the Aysen dams) and Colom-
bia (Quimbo dam project),
also due to the planned
flooding of land areas.

Relations with stakeholders

Press articles against the
presence of some plants in
ltaly (Leghorn, Mercure, Pi-
ombino).

Relations with stakehold-
ers and power-plant open-
house initiative

Impact of the power grid on
biodiversity and landscape
in Brazil and Colombia (log-
ging of trees).

Request for authorization,
payment of charges and re-
duction of logging

Impact on the avian fauna
caused by wind farms in
Greece (Koutsoutis and Ag-
jios Kyrillos) and impact on
fish fauna caused by hydro
power generation in Brazil
(Brago Norte).

Activity of biodiversity moni-
toring and conservation

Soil remediation and verifi-
cation of emergency mea-
sures taken (Sulcis and Porto
Scuso) by supervisory bodies.
Implementation of remedia-
tion program

Concerns and notices about
electric & magnetic fields
from power grids, especially
in Argentina and ltaly.
Verification of compliance
with applicable limits via
monitoring surveys

Noise produced by wind
farms in France (Beauséjour)
or by power grid transform-
ers in Argentina (Alberdiand
Villa Crespo substations).
Noise monitoring and con-
trol plans

Notices or administrative
measures issued by compe-
tent bodies concerning the
operation of thermal plants
in Italy (Torre Nord) and
Bulgaria (Maritza), hydro
plants in Brazil (Bagagem)
and Guatemala (El Canada,
Matanzas and San lIsidro),
distribution grid in Romania
(station of Militari) and Peru
(substations of Huacho and
Torre).

Provision of documents giv-
ing the necessary clarifica-
tions and specific actions

en2s Environmental litigations

The civil and criminal proceedings described below are only those where Enel

was sued or prosecuted and those which arose from third parties’ appeals

seeking the quashing of administrative judgments in favor of Enel (passive liti-

gations).

As of December 31, 2010, Enel had 1,295 pending judicial proceedings, most
of which (about 95%) related to its electricity distribution grid. With respect to
2009, these figures reflect a more complete reporting process in the various
countries where the Group operates.

The analysis by environmental domain shows the dominance of litigations con-
nected with biodiversity and landscape (67%). The other judicial proceedings
involve the following environmental domains: 16% electromagnetic fields per-
taining to the power grid (in spite of compliance with the applicable limits, and
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related to the fact that the population, especially in Italy, is particularly concerned

about this aspect); 2% soil, groundwater and surface waters; 1.5% air and climate;

1.3% waste; 1.4% noise and vibrations; 1% waste waters. Finally, the litigations

falling under multiple headings and classified as “other” amount to 10%.

The following table summarizes the main litigations.

Authorizations

Alleged lack of authorizations
for: i) thermal power genera-
tion in Italy (Bari, Mercure-
Reggio Calabria, Porto Tolle-
Rovigo, Torre Nord-Rome,
Santa Barbara-Arezzo); i)
construction of some distribu-
tion lines in Spain (Canary Is-
lands); and iii) hydro power
generation in Brazil (Cachoei-
ra Dourada).

Depositions

Alleged damage to the envi-
ronment or to property
caused by emissions into the
atmosphere from plantsin Ita-
ly (Brindisi, Leghorn, Mercure-
Reggio Calabria, Panarea-
Messina, Porto Tolle-Rovigo,
Torre Nord-Rome, Porto Em-
pedocle-Agrigento), in Slova-
kia (Novaky, Vojany) and Ar-
gentina.

Waste

Waste management with-
out authorizations in ther-
mal power generation in Ita-
ly (Brindisi, Fusina-Venice,
Genova, Porto Marghera-
Venice, Mercure-Reggio Cal-
abria), in Spain (Salinas) and
Argentina.

Water use

Alleged damage to ground-
water caused by the operation
of plantsin Italy (Brindisi, Porto
Scuso-Carbonia Iglesias).

Releases into waters
Exceedance of limits of re-
leases into waters in power
generation in Italy, both ther-
mal (Brindisi, Porto Tolle-
Rovigo, Porto Marghera-
Venice) and hydro (Sondrio)
and in thermal power gener-
ation in Spain (Salinas) and
Argentina.

Noise

Noise and vibrations due to
thermal power generation in
[taly (Montalto di Castro-Viter-
bo, Panarea-Messina, Pre-
senzano-Caserta) and in Chile.

Electromagnetic fields
Electromagnetic fields asso-
ciated with the distribution
business in Italy, Spain and
Latin America. Enel Distribuz-
ione and Endesa are involved
in various proceedings re-
quiring the relocation of por-
tions of the power grid or the
change of its mode of opera-
tion on grounds of alleged
damage induced by the in-
stallations.

Radiation

Appeal against the penalty
inflicted for exceedance of
limits of radioactive releases
from the Ascé plant in Spain.

Damage from fires

Alleged damage from fires
caused by the distribution
business in Spain (Catalonia).

Hazardous substances

Presence of asbestos in pow-
er generation in Italy, both
thermal (Termini Imerese-
Palermo) and hydro (Lucca).

Damage to the environment
Alleged damage from pollu-
tion in hydro power genera-
tion in Colombia (Muna ba-
sin).

Damage to flora

and fish fauna

Alleged damage to flora and
fish fauna associated with
management of minimum
in-stream flows, sediment
flushing out and removal in
hydro power generation in
ltaly ~ (Bergamo, Vittorio
Veneto-Treviso), Brazil (Ca-
choeira Dourada), Colombia
and Mexico (El Gallo) and in
thermal power generation in
Russia (KGRES).

Damage from flooding

Alleged damage from flood-
ing caused by hydro power
generation in Chile (Pangue).

Damage to vegetation
Damage due to cutting of
vegetation in electricity dis-
tribution in Colombia.

Geothermal risk

Inadequate risk manage-
ment in geothermal activities
in the United States (Stillwa-
ter, Salt Wells).

For most of the pending litigations, outcomes favorable to Enel are expected.

Only a limited number of litigations might have adverse outcomes and nega-

tive effects of unpredictable extent; therefore, they have not been included in

the "Provision for litigations, risks and charges” of Enel’s Consolidated Financial

Statements 2010. The consequences might range from compensation for dam-

ages to costs to be incurred for modifying installations or due to their tempo-

rary unavailability.

The following is the monetary value of environmental penalties.

€ million

2010

2009  2010-2009

Monetary value of environmental fines

0.058

0.060 -36.7%

Proceedingsin 2010

O3]
469

ended

Environmental litigations pending
asof Dec. 31,2010

(by environmental domain)

Total: 1,295 13%
0.8%
10.0% 1.4%
| —20%
alll ~
16.1% —_
\—66.9%

Environmental litigations initiated

in 2010 (by environmental domain)
Total: 531

1.1%
0.6%
47%‘\ 0.6%
23%
1.5% ﬂ\‘”, [Q— YA
\—87.7%

M Air and climate
B Waste waters
W Waste
Soil, groundwater and surface waters
Noise and vibrations
Biodiversity and landscape
W Radiation (including electric and magnetic fields)
W Other
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“nvironmental commitment

Overall environmental
investments in 2010
(by environmental protection activity)

Total: € 353 million

—33.8%
12.9% —
06%—+
123% —" N—62%
—19.6%

Air and climate protection

W Waste water management

B Waste management
Soil, groundwater and surface water
conservation and remediation

W Noise and vibration abatement

M Biodiversity and landscape conservation
Protection from radiation

B Research & development for environmental
protection
Other environmental protection activities

Financial allocations for
environmental protection

as of Dec. 31,2010
(by business activity)

Total: € 773 million

17%
P —40%

14% —

5% —~
\—24%

W Thermal power generation
Nuclear power generation
Generation from renewables
Electricity distribution

W Other activities
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en3o Financial resources

Enel records its environmental expenditure (investments and current expendi-
ture) according to a classification system based on the criteria adopted by Euro-
stat and Istat () (the latter being the Italian Statistical Institute). Under these cri-
teria, “environmental protection expenditure” is defined as the costs incurred
for preventing and mitigating environmental pollution and degradation and
for restoring the quality of the environment, whatever the origin of such costs
(legislation, agreements with local governments, corporate decisions, etc.). It
excludes the expenditure incurred for minimizing the use of natural resources,
as well as for activities that, albeit environmentally beneficial, primarily satisfy
other requirements, such as health & safety in workplaces. The term “expen-
diture” has always an algebraic sense, as it may also refer to revenues, such as

those which may accrue from waste delivery to recovery operators.

(1) The criterion in point is recognized as a reference standard by the United Nations. It differs, however, from
the criterion of GRI EN30, under which current expenditure in 2010 amounts to roughly € 564 million, since
it also includes the current expenses for purchasing greenhouse gas emission permits, as well as amortiza-
tion and depreciation charges. In contrast, under Eurostat’s criterion, the latter items are regarded as other
separately recorded expenses, which do not contribute to environmental protection expenditure.

Group's financial allocations for environmental protection in 2010

Current

€ million Investments expenditure Total
Thermal generation (including fuel handling

& storage) 113 197 310
Nuclear generation 24 160 184
Generation from renewables 20 18 38
Electricity distribution 83 26 109
Other activities (including mines and

extracting activities) 113 19 132
Total 353 420 773

Environmental Report 2010 Environmental governance



EN26 Investments

The most significant investments on thermal plants were

as follows:

>

major improvements to SO,, NOy and particulate emis-
sion abatement systems (plant system upgrades to
comply with emission limits and modernization of de-
sulfurizers, denitrification and particulate abatement
systems, the latter especially in coal-fired plants);
installation of new low-NOy burners;

revamping and remediation of some tanks for fuel-oil
storage & handling and upgrades of passive protection
systems (containment basins in fuel storage areas and
fire prevention systems);

transport and storage of gypsum and ash;

renovation and modernization of systems for treating
liquid releases (desulfurizer drains, waste water and
sewage water);

new systems for monitoring and analyzing flue gases;
characterization of contaminated sites, planning/de-
sign and implementation of rehabilitation projects;
morphological, hydrographic and landscape restora-
tion in mining areas;

removal of asbestos-containing materials;
decontamination of PCB-contaminated oils and ma-

chinery.

Investments on renewable energy installations were as

follows:

>

>

>

upgrades of transformer oil-collection tanks;
retrofitting of outlets;

desilting of basins;

consolidation of some channels and of landslide-prone
slopes;

improved methods to collect materials removed from
trashracks of intake structures;

noise abatement in installations and replacement of
noisy generators;

construction of infrastructures to safeguard faunal
communities living near installations;

better integration of installations into the environment;
retrofitting of intake structures to release the minimum
in-stream flow into the diverted streams;

construction of fish ladders;

testing of a new system for microorganism-based

clean-up of channels.

% W W 3 million

Thermal generation

€ 24 million

Nuclear generation

% 2 O million

Generation from renewables

% 83 million

Electricity distribution

The main investments on nuclear plants were as follows:

> retrofitting of tubings/pipings to protect the subsail
from water containing radioactive tritium;

> asbestos removal;

> program of minimization of radioactive waste;

> program of minimization of radioactive emissions;

> waste water management;

> research & development for environmental protection.

Investments on electricity distribution installations were

as follows:

> disposal of PCB-contaminated equipment;

> use of overhead or underground cables in power lines
to conserve biodiversity and landscape; the following
extra cost items are recorded as environmental invest-
ments: overhead and underground cables in place of
bare conductors in medium-voltage lines in areas of
low population density; extra costs for underground
cables in place of overhead cables in low-voltage lines
in the above areas; extra costs for underground cables
in place of bare conductors in high-voltage lines, what-

ever their location.
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Current environmental
expenditure in 2010,
excluding extra fuel costs

(by environmental protection activity)

Total: € 389 million
11.8% —

2299 o . . : .
/- 229% The main items of expenditure, divided by business activity, are as follows.
ZA%ﬁ\
—20%
37.8% — T 149% Thermal generation Nuclear generation
\\‘Was% > industrial clean-ups connected > protection from radiation
,‘ 0
L1.7% with plant operation (handling > environmental restoration
Airand climate protection and removal of liquid releases and > radioactive waste management
Waste water management
M Waste management bv-products
Soil, groundwater and surface water y-p )
conservation and remediation > delivery of coal ash to waste op-  Generation from renewables
B Noise and vibration abatement
Biodiversity and landscape conservation erators > monitoring of groundwater
Protection from radiation
W Research & development for environmental > analysis and characterization of > waste management
protect\on i .
Other environmental protection activities waste > maintenance of septic tanks
> maintenance of flue-gas desulfur- > reforestation
Current environmental ization and environmental moni- > noise monitoring surveys
expenditure in 2010, excluding toring systems > programs of prevention of pol-
extra fuel costs (by business activity) . . _ )
) . > maintenance of crystallizers and lution from chemical substances
Total: € 389 million
1o waste water treatment systems (geothermal activities)
9 . . . . .
A% W > environmental restoration > qualitative analysis of waters used
07%—

6.7% — “

EN26 Current expenditure

The current environmental expenditure of 2010 is almost entirely attributable

to electricity generation.

Electricity distribution

> removal of sediment from trashracks

> fish restocking

> waterproofing and clean-up of ac- > maintenance of hydraulic struc-
cidental oil spills tures to keep them efficient and
> analysis of liquid releases without risks to the environment
\—88.1%
> waste management
W Electricity generation > environmental training & educa-

Electricity distribution
Support activities

B Mining activities

B Other activities

Financial resources allocated

to research as of Dec. 31,2010
(by business activity)

Total: € 87 million

tion of personnel

The above expenditure includes (in part as investments and in part as current

expenditure) the research items shown (in € million) in the pie chart beside
the text.

Other items of expenditure accrued in financial year 2010 (not explicitly allo-

M
9) cated to environmental protection and thus separately recorded) are as fol-

20—

lows:

> € 80 million (at Group level) — purchase of carbon dioxide emission permits
to cover the deficit between allocated emissions under the EU-ETS (Directive
2003/87/EC) and actual emissions;

o~ > about € 223 million — purchase of Green Certificates to cover the deficit and

B Thermal generation
Nuclear generation
Generation from renewables
M Other activities
Electricity distribution

comply with the green quota obligation.
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en1g Climate strateqy

Enel recognizes the centrality of the fight against climate change among its responsibilities as a
large global energy operator and has long initiated actions to cut down greenhouse-gas emissions

in all the countries where it operates.

Compliance with the obligations imposed by the European Emission Trading Scheme (EU-ETS) is
one of Enel’s main priorities. Enel’'s commitment is driven by a long-term vision. In fact, Enel’s Chief
Executive Officer joined Eurelectric’s initiative, under which 60 companies are committed to achiev-
ing a carbon-neutral European electricity industry by 2050. This is an ambitious commitment, which
will translate not only into a sharp increase of zero-emission power generation (from renewable
and nuclear sources), but also into greater efficiency, development of new technologies and reli-

ance on the market of emission rights.

Enel is thus working on a broad range of short- and long-term options in its different areas of activ-

ity. Its strategy rests on five pillars:

> use of the best available technologies: the commissioning of new high-efficiency and low-
emission plants reduces the environmental footprint of the thermal generating mix;

> development of zero-emission sources: renewables and nuclear are bound to acquire an in-
creasingly significant role in the generating mix;

> energy efficiency: the programs concern both grids (in particular, development of smart grids)
and final customers, so as to stimulate a change in consumption patterns, also through beyond-
the-meter services and promotion of electric mobility;

> research & innovation: growing commitment to innovative technologies for solar energy, car-
bon capture & storage, smart grids, electric mobility;

> reduction of emissions with projects in East-European and developing countries, resorting,
among others, to the Kyoto Protocol flexible mechanisms (Clean Development Mechanism -
CDM and Joint Implementation - JI), in which the Group stands as a worldwide leader.

For this purpose, in 2010, Enel set up a new organizational unit, which integrates the competences
of Enel and Endesa and which employs over 40 persons in 6 countries. The unit is in charge of coor-
dinating the Group's strategies of compliance with the EU-ETS obligations, managing and develop-

ing the portfolio of CO, credits in all the relevant markets.

With respect to 1990, the base year of the Kyoto Protocol, the Group’s specific CO, emissions were
down by 37% (1990: 618 g/kWh).

Prospectively, Enel will continue to reduce emissions and, in the short term, to partially cover its ob-
ligations with international emission credits. In the longer run, Enel expects even more substantial
reductions of emissions when (presumably from 2025 on) its zero-emission generating capacity

becomes available on a larger scale.

Such a long-term development plan calls for a requlatory framework providing stable signals, capa-
ble of steering important and growing investments towards low-emission technologies. To this end,
Enel is committed to providing its contribution to national and international climate policy-making

fora, so that the most adequate solutions may be found.
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Clean Development Mechanism,

Joint Implementation and
voluntary initiatives

The Clean Development
Mechanism (CDM) and
Joint Implementation (JI)
are two of the three flexible
mechanisms envisaged in

the Kyoto Protocol.

44

Enel

Environmental Report 2010

As of December 31, 2010, the registered CDM and JI proj-
ects totaled 3,061. These projects will enable developing
countries to displace over two billion tonnes of CO, emis-
sions into the atmosphere by 2012. About 85% of these
initiatives are privately funded. In accordance with Euro-
pean directives, the companies covered by the European
Emission Trading Scheme (EU-ETS) may, within certain lim-
its, count the emission credits accrued from CDM projects
towards compliance with their targets. The use of these
flexible mechanisms has been a successful experience for
the Group; today, Enel and Endesa are among the key
players of the global CO, market. It is also thanks to these
projects that the Group succeeded in:
> achieving environmental targets at the least cost (result
being equal, the marginal cost of abatement measures
in developing countries is lower than in developed
ones);
> transferring technologies to developing countries,
thereby contributing to climate change mitigation

measures.

The Group’s portfolio includes 105 direct-participation
projects. Considering also the projects in which the
Group participates through carbon funds, the CO, emis-
sion abatement potential is equal to roughly 200 million
tonnes in the 2005-2020 period; as much as 87% of this
potential comes from already registered projects. Most of
the initiatives were taken bilaterally between Enel-Ende-
sa and the host country. With a view to diversifying the
implementation and performance risks of the individual
projects, the Group also invested in some funds, whose ex-
pected contribution in terms of credits amounts to about
13% of the total.

Most of the projects in the current portfolio are located
in China, where the Group found fertile ground thanks
to the Sino-Italian Cooperation Program (SICP), started in

1999 between the Italian Environment Ministry, on one

Environmental governance



hand, and the State Environmental Protection Adminis-
tration (SEPA) as well as other Chinese institutions, on the
other hand. The program has the purpose of fostering
sustainable development projects in China by leveraging,
among others, the technologies provided by Italian com-
panies which are active in the energy sector and in air, wa-
ter and landscape conservation. The program made it pos-
sible to timely reach local institutions and easily identify
the best project opportunities. In China, the portfolio of
Enel-Endesa includes 79 projects of electricity generation
from renewables (hydro and wind), abatement of indus-
trial gas emissions and efficiency improvements in some
large factories. Other projects, located in India, Africa and
Latin America, rely on the following: hydro and wind pow-
er generation, abatement of emissions of industrial gases,

biomass and methane destruction.

The reductions of greenhouse gases (GHGs), achieved by
the Group with these initiatives and certified by the Unit-
ed Nations Framework Convention on Climate Change
(UNFCCQ) in 2010, amount to 8.6 million tonnes of CO,-
equivalent. This figure is divided as follows among the
technologies used in the CDM projects:

> 5.4 Mt - abatement of emissions from industrial gases;
> 2.1 Mt - generation from renewables (hydro and wind

power);

> 1.1 Mt - other technologies.

As to the JI mechanism, the Group's portfolio comprises 7
projects in Uzbekistan and Ukraine and 32 indirect-partic-
ipation projects in the European Union, Russia, Moldova
and Ukraine.

The details of all the projects in which Enel and Endesa act
as project participants are available on the UNFCCC web-
site (starting from page http://cdm.unfccc.int/Projects/
index.html). Enel is also focusing on the voluntary carbon-

footprint market for a wide range of activities.

Enel Energia (with the technical support of Enel’s Carbon
Strategy unit) organized an all-inclusive, green, zero-CO,
energy sales campaign involving, among others, the neu-
tralization of CO, emissions associated with the process
through the cancellation of Verified Emission Reductions
(VERs).

Companies like Enel, which strongly believe that innova-
tive GHG emission reduction initiatives can improve life
on the planet, may now neutralize emissions from social
events, energy sales campaigns and other types of busi-
ness. For instance, Enel took the initiative of neutralizing
emissions from its 2010 campaign of sales of electricity to
residential customers and small and medium enterprises.
Moreover, DNV developed a certified methodology for
neutralizing emissions from internal and external events,
e.g.,in 2011, the Carbon Forum North America (organized
by the International Emissions Trading Association - IETA)

and Jovanotti's tour.

With this objective in mind, Enel created a new brand, CO,
NEUTRAL, which identifies its carbon-neutral services and
emphasizes its constant commitment to the fight against

climate change.
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ENe Renewables

Generating mix as of Dec. 31,2010  Renewable energy sources (RES) are one of the main strategic levers that the
Total: 34,649 MW energy industry can and must use to curb CO, emissions into the atmosphere
and, at the same time, cover energy demand. Their potential is growing both
quantitatively and technologically. Electricity generation from renewables
(RES-E) is among the key choices that Enel has made, not only to adequately
safeguard the environment, but also to make its generating mix more competi-
tive. Biomass, wind, solar (photovoltaic and thermal), geothermal and hydro
are the energy sources on which Enel decided to invest, becoming one of the

leaders of the sector. To boost its activities of development and operation of
new RES-E plants, Enel set up a dedicated company: Enel Green Power. In 2010,

with a net maximum capacity of over 6,000 MW in Europe and in the American

// lJ
300 %/ L

143 continent, Enel Green Power generated over 20 billion kWh. The company —a
leader in the world, with a well-diversified technological mix all over the inter-
Slovakia Peru M Portugal
USA W Spain W italy national arena — plans to consolidate its position of advantage thanks to an
M Bulgaria M Costa Rica M Romania
Argentina W Greece Canada ambitious program of investments and a pipeline of projects which will double
Brazil Guatemala M France
W Chile B Mexico its net maximum capacity by 2014.
W Colombia M Panama
In 2010, the company’s net maximum renewable capacity was up by 1,221 MW
thanks to the commissioning of wind farms in Bulgaria, France, Greece, ltaly,
775
2731 W Romania and Spain, hydro plants in Latin America, Greece and Spain, photo-
27
SgQ\‘ 21,195 voltaic plants in Italy and Greece, geothermal plants in Italy and biomass-fired
thermal plants in Spain.
Considering also the medium-large hydro plants managed by the companies
9,839 —" of the Group (Enel Produzione in Italy, Endesa in Europe and Latin America and

Slovenské elektrarne in Slovakia), the net maximum capacity of RES-E plants all

over the world is equal to over 34,000 MW, i.e. about 36% of the overall capac-
Hydro from natural flows

W Hydro from pumped storage ity of Enel’s generating mix. With this mix, Enel generated a total of about 87
M Biomass (dedicated plants)
.\P/C_ot(?vo\taic billion kWh from RES in 2010, displacing over 60 million tonnes of CO, emis-
n
Geothermal sions into the atmosphere.

Among the strategic lines that the Group pursues in order to grow in the sector

of renewables, mention is to be made of:

> adopting a balanced growth policy, by investing in the different technolo-
gies and geographic areas in its portfolio and maximizing returns thanks to
an optimum mix of technologies and regulatory frameworks;

> maintaining an optimum level of profit, by achieving excellence in the op-
eration of installations, acquisition of competitively-priced machinery and
technologies, with priority to technological innovations and a targeted and
flexible choice of investments;

> positioning in the solar technology sector, by pursuing an integration strat-
egy, namely by producing panels in joint venture with Sharp and ST Micro-
electronics;

> pursuing technological innovation, by monitoring emerging technologies,
conducting pilot tests on technologies close to the commercial stage, and
singling out other technologies with high growth potential on which to in-

vest.
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The following are some prominent initiatives taken by Enel Green Power:

>

participation in the Desertec Industrial Initiative, a project of deployment
of renewables in desert areas through cooperation between Europe, North
Africa and the Middle East. The planned solar and wind plants will gener-
ate renewable electricity which may, among others, be carried to Europe
via a high-voltage interconnected power grid. The target of the project is
to cover 15% of the electricity requirements of Europe and a substantial
portion of those of producing countries by 2050, with estimated invest-
ments of € 400 billion. Under the plan, 20 GW of renewable capacity will
be installed by 2020;

agreement with ANB (Italian association of beet growers) to acquire a 15%
holding in Terrae, a company with the mission of reconverting and lever-
aging the beet-growing/sugar-manufacturing sector to roll out projects of
power generation from biomass; Enel is expected to acquire a controlling
stake in the companies which will be set up with the purpose of implement-
ing initiatives with a capacity of over 1 MW;

agreement with CAl (Italian agricultural consortia) concerning wide coop-

eration in agro-energy projects for development of biomass-fired plants.

ENs Energy efficiency

Enel’s lines of actions in this area are as follows.

>

Use of the best available technologies: progressive conversion of Enel’s
generating assets towards a mix (thermal, nuclear and renewable) using
increasingly efficient technologies (e.g. high-efficiency coal plants, nuclear
EPR, innovative RES plants, renewable energy storage).

Smart grids: with the dissemination of electricity generation from RES in
mini or micro systems, today’s power grid, conceived to distribute energy
unidirectionally, will turn into a smart grid, capable of: i) managing a high
number of distributed systems of generation (especially from RES); ii) opti-
mizing the use of storage systems; iii) interfacing with advanced end-use
management and electric-vehicle recharging systems; and iv) improving its
overall efficiency.

Beyond-the-meter services: “Casa Enel” (Enel Home), a project aimed at de-
veloping value added services for efficient household energy management.
Power-driven mobility: development of an integrated mobility model, giv-
ing strong impetus to deployment of electric vehicles for private and busi-
ness use and increasing end-use energy efficiency, thus helping cut emis-
sions into the atmosphere.

Behavioral changes: sizeable energy savings may be achieved through ac-
tions of energy awareness among customers and personnel members. The
use of environmental management systems facilitates the systematic imple-

mentation of these initiatives.
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Country

Type of action

The most important industrial initiatives are shown in the table below. For other
actions, see the “Research & innovation” paragraph further on in this chapter and

the preceding “"Environmental management systems” chapter in this section.

Description

Bulgaria Reduction of heat rate in Maintenance of constant values of boiler blow-down heat; use of heated water from units in
the Maritza East 3 thermal operation to start up other units; reduction of the consumption of auxiliaries and feedwater
plant and recirculation pumps, by shortening their operating time; system for measuring steam

temperature after the turbine and immediately detecting leaks; new system for condenser
clean-up, identifying thermal efficiency decreases and then removing micro-organisms from
surfaces; increased efficiency of the turbine.
Italy Increased efficiency of Enel Installation of new (HV/MV and MV/LV) substations on the grid, with rationalization and
Distribuzione’s power grid optimization of the lower-voltage grid; reduction of average grid length and load, as well as
of losses. Renovation of MV and LV power lines, by replacing existing conductors with other
conductors of larger cross section to reduce energy losses (proportional to the resistance
and square of the current): on MV power lines, replacement of old offtakes or 16-mm?2
sections of overhead lines with conductors or overhead cables of larger cross section;
on LV power lines, replacement of 16- or 25-mm2 bare copper conductors with 35-mm?2
overhead aluminum cables. Under the 2011-2013 development plan, about 30,000 MV/
LV transformers will be installed; these transformers will reduce losses: i) by an estimated
about 30% on average under no-load conditions, ii) by an estimated 10% on average under
on-load conditions; the reduction coefficient takes into account the original oversizing of
transformers with respect to the load at which they are operated.

Grid operation Careful management of the configuration of the grid (in particular, the MV grid) may
significantly decrease the power dissipated in conductors through the Joule effect. Enel
Distribuzione is adopting advanced systems to monitor the grid, operate switching points in
remote mode, compute and simulate electrical data both on and off line. These systems will
make it possible to achieve the above goal, while satisfying other operating constraints (often
of a priority nature).

Structural actions to connect  Enel Distribuzione entered into agreements with the Ministry of Economic Development and

renewable power installations the Regions of Calabria, Campania, Apulia and Sicily to invest (by 2014) a total of € 123 million

to the distribution grid in upgrades of existing systems and in the installation of 8 new HV/MV substations in Apulia,
10 in Sicily, 6 in Campania and 7 in Calabria.

Fusina hydrogen-fired, The plant (net maximum capacity: 16 MW) has an overall electrical efficiency of 41.6% and

combined-cycle thermal plant  uses 1.3 tonnes of hydrogen per hour. It consists of a gas-turbine unit (net maximum capacity:
about 12 MW), equipped with a new combustion chamber. The combustion chamber is
designed to be fired with hydrogen and generate very low NO, emissions. The flue-gas heat is
used to produce steam, which is fed to the existing coal-fired plant in order to generate about
4 MW of additional net maximum capacity.

Reduction of heat rate in the  In unit 3, replacement of the rotors of the low-pressure turbines with other rotors with

Brindisi sud thermal plant improved last-stage 43" blade profile to increase mechanical efficiency by up to 15.4 MW vs.
previously installed turbines.

Reduction of heat rate in the Replacement of gas-turbine unit burners.

Pietrafitta thermal plant

Efficient use of water Improvement of the Lemie plant to conform to hydro power lease requirements. A study is

resources by the Cuneo under way to use the residual head of the flows intercepted by existing hydro plants for the

hydro Business Unit Sampeyre mini-hydro plant.

Portugal Reduction of heat rate Monitoring of the consumption of auxiliaries and of the thermal efficiency of the plant to
in the Pego thermal plant detect improper consumption.

Romania  Increased efficiency of the Modernization of LV and MV power lines; replacement of conventional conductors with
power distribution grid twisted cables; increased cross section of MV-line conductors; modernization of satellite

substations with introduction of low-loss transformers; revamping of metering systems and
installation of smart meters.
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Russia Reduction of heatrate inthe  The project of modernization of unit 5, which began on November 15, 2010, will be completed
Reftinskaya thermal plant at the end of 2011. It will increase the capacity of the plant by 25 MW and its efficiency by 3%.
The pieces of equipment which are planned to be installed are: new steam turbine, 325-MW
generator, modern combustion system and automatic control system.
Reduction of heat rate Revamping of cooling-water feed pumps and adjustment of their blade angle; modernization
in thermal plants of air preheaters and of the wiring system for lighting; installation of energy-efficient light
bulbs; adoption of a condenser ball-cleaning system; optimized consumption of pressurized air.
Improved distribution Utilization of the more efficient units for generation of electricity.
of generating output
Slovakia Increased capacity of the Slovenské elektrarne completed its program of modernization and upgrading of its Bohunice
Bohunice nuclear plant V2 nuclear plant, by increasing the gross installed capacity of each of its two 505-MW units.
Workspace distribution Workspace optimization in the offices of the Vojani plant.
Spain Reduction of heat rate Project of development of the supercritical-bed technology to convert various boilers to firing

in thermal plants

new types of fuels with a consequent efficiency increase.

Efficiency of nuclear plants

EPRI (Electric Power Research Institute) nuclear program to achieve operating excellence of
nuclear plants.

Solar thermodynamic

Project of development of new systems using solar thermal energy to generate steam.

Smart meters

Phasing-in of smart meters to improve the efficiency of and automate electricity distribution
grids.

LATIN AMERICA

Argentina

Reduction of heat rate
in thermal plants

In combined-cycle gas-turbine (CCGT) plants, clean-up of compressors and reheat of exhaust
gases from gas-turbine units.

Brazil Promotion of end-use An end-use efficiency campaign yielded savings and reduced peak demand. The campaign
efficiency involved: replacement of old refrigerators and incandescent lamps; replacement of
incandescent lamps in schools and hospitals; improvement of air conditioning systems and
installation of solar thermal systems.
Chile Improved efficiency of hydro  In 2010, the generator of one of the units of the Rapel hydro plant was replaced and works
plants were initiated to replace two turbines of the Antuco hydro plant (the program will end in
2011). Expected result: increased efficiency, translating into an additional capacity of 18 MW.
Reduction of heat rate Determination of the optimum time for replacement of turbocompressor suction filters
in thermal plants (San Isidro and San Isidro 2 combined-cycle thermal plants); identification of the most
appropriate clean-up intervals and monitoring schemes for the make-up water system
(Bocamina thermal plant).
Improved distribution Monitoring, processing and recording of variables to permit a better and error-free utilization
of generating output of the generating mix.
Management of hydro plants  Introduction of remote systems and telecontrol systems. Determination of the optimum time
for maintenance and overhaul of machinery.
Awareness, training & education Behavioral changes.
Promotion of end-use efficiency An end-use efficiency campaign yielded savings and reduced peak demand.
Colombia  Reduction of heat rate Decreased consumption of make-up water and shortened operating time of pumps;
in thermal plants clean-up of condensers.
Mexico Management of hydro plants ~ Application of operating-efficiency methodologies in the three hydro plants.
Peru Reduction of heat rate Clean-up of compressors in all units.

in thermal plants

Policies of efficiency improvement in thermal plants decreased total energy consumption by about 12,095 TJ (2,889
Tcal). This figure results from a decrease of energy consumption in simple thermal plants of about 4,206 Tcal (-38 kcal/
kWh * 110,671 GWh) and from an increase of energy consumption in Russian CHP plants of about 1,317,000 Gcal (+29
kcal/kWheq * 45,401 GWh). Russian plant efficiency will benefit from: i) the Reftinskaya modernization plan, but only
from the end of 2011 (its effects will thus be reflected in the Environmental Report 2012); and ii) the entry into opera-

tion, in the course of 2011, of two new combined-cycle plants with an overall net maximum capacity of 820 MW.
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Nuclear energy

The role of nuclear energy
in Enel’s environmental policy

In the aftermath of the incident of Fukushima (Japan) in
March 2011, Enel is actively cooperating with institutions,
both at European level and in the countries where it oper-
ates, with a view to identifying and carrying out adequate
safety verifications of in-service plants. The systems that
Enel hasin place to monitor the operating safety of and in-
spect its nuclear power plants on a regular basis are aimed
at guaranteeing their maximum safety.
Enel regards nuclear power generation as a necessary —
but not sufficient — ingredient to effectively pursue its en-
ergy and environmental strategy.
At present, the Group has a net maximum nuclear capac-
ity of about 5,330 MW (5.5% of its overall electrical ca-
pacity). In 2010, Enel generated about 41 TWh in nuclear
plants (14% of its total generation), displacing over 30 mil-
lion tonnes of CO, emissions into the atmosphere.
The rationale behind Enel’s renewed interest in and re-
launch of nuclear generation in Italy is based on:
> the need to struggle against pollution and climate
change;
> strategic considerations of energy independence;
> economic considerations concerning the volatility of
prices of fossil fuels, strongly dependent on those of oil;
> political considerations concerning the instability of the
main countries which supply oil and natural gas.
Nuclear fuel (uranium) accounts for a small share of the
overall generation cost and is a resource which is geo-
graphically diversified and generally coming from politi-
cally stable countries.
In the past few years, Enel has reacquired nuclear know-
how, by relying on specific resources and making targeted
investments in Slovakia (Slovenské elektrarne, with 4 re-
actors in operation — 2 in Bohunice and 2 in Mochovce —
and 2 reactors under construction in Mochovce), in Spain
(Endesa, with 7 plants in operation) and in France (joint
venture with EDF for construction of one European Pres-
surized Reactor (EPR) in the plant of Flamanville, in Nor-
mandy). The EPR is an advanced third-generation reactor,
i.e. the most evolved product of the European technology,
with a significant improvement in terms of capacity, safe-
ty, reliability, use of fuel, waste management processes
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and useful lifetime of components.

This technology enables to reach the required level of gen-
eration with a limited number of plants, a substantial ad-
vantage to a densely populated country like Italy.

Enel pursues other international initiatives: in Romania
(participation in consortium which is looking forward to
winning the contract for the doubling of the Canadian-
technology Cernavoda plant) and in Russia (agreement

with Rosatom for development of new plants).

Nuclear safety
and radioprotection

The term “nuclear safety” refers to actions undertaken to
prevent nuclear incidents and minimize their consequenc-
es. The Nuclear Technica