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Latest financials

Market cap (EURbn) 6.5
Free float 65%
Shares outstanding (m) 2,000
Daily trade volume ('000) 9,855
YTD abs. performance 8%
52-week high (EUR) 323
52-week low (EUR) 226
Enterprise value (EURm) 11,232
Net debt (EURm) 4,660
(EUR) 2009 2010E 2011E
Sales 1,361 1,489 1,598
EBITDA 1,003 1,102 1,19
EBIT 694 748 805
Pretax profit 546 609 626
Net profit (adj) 337 389 401
EPS (adj) 017 019 0.0
DPS 0.19 0.19 0.19
P/E 15.1 16.6 16.1
EV/sales 6.6 7.5 75
EV/IEBITDA 8.9 10.2 10.0
EVIEBIT 12.9 15.0 14.8
Net div. yield 75% 6.0% 6.0%

Financial year end: 31 December
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Better to stay tuned

The outstanding performance of the stock drove the
price very close to our EUR3.23 target price, leaving
little upside. We reiterate our Buy rating, given quite
a long list of further value-creation factors not yet
included in our figures, along with the rich and safe
dividend prospects.

Italy Utilities

Terna

COMPANY UPDATE 24 March 2010

In brief

> Healthy RAB and earnings growth
> High and safe dividend yields

> Out-of-the-plan chances

> Stay tuned

In detail

Healthy RAB growth backs safe earnings profile

Terna plans EUR4.3bn capex in transmission in 2010-14. More than two thirds
of capex are set to yield premium returns. We model the capex execution to
produce 5.2% five-year CAGR of RAB. Spending prospects are highly visible in
the longer term as well with the ten-year National Development Plan now
pointing to EUR6.9bn capex in 2010-19, EUR1bn ahead of the figure planned
for 2009-18. We project five-year EBITDA to grow 6.7% yearly up to 2014.
Adjusted net profit CAGR is modelled at +5.6%.

6% granted dividend yield

Terna has a very attractive dividend policy. Annual DPS is set to gradually
grow to EUR0.195 (2011E) and then remaining at least flat, a level yielding 6%.
Our forecasts imply a payout ratio always below 100% (declining to 92% on
2014E net profit).

Out-of-the-plan opportunities

Terna has a list of further value-accretive investment chances (both regulated
and unregulated) not included in its five-year plan. On the regulated side, it
may replicate with Northern Africa countries the Montenegros’ initiative (an
agreement with Tunisia is around the corner). Secondly, Terna is also
evaluating to develop offshore its Adriatic backbone instead of onshore (as
currently provided by the plan). As for unregulated businesses, after having
dismissed SunTergrid (deal expected by year end), Terna will look at possible
chances in exploiting the “fourth” cable of its transmission lines for taking
advantage from the incentives to be granted by the ltalian government for
reaching suburban and peripheral areas of the country with telecom fibre optic
cables. Mid-term, further unregulated opportunities could emerge in the
Balkan area in the field of the connection lines needed by the local energy
players to reach Terna’s export lines.

Please refer to the last page of this report for “Important disclosures”
and analyst(s) certifications.
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More opportunites than threats from regulation updates

The acknowledged role of Terna’s investments in doing good to the national power
system is a clear guarantee for enjoying friendly regulatory updates still for long time. So,
we see more opportunities than threats from future reviews. As an example, an area
where Terna could gain value-creation chances is the eventual introduction of a standard
investment cost mechanism: we calculate that for each 10% recurring saving on yearly
capex cost Terna could gain 5% of its current market cap.

Investment conclusion

Buy confirmed

The performance over the last few weeks has driven the stock to almost reach our
EURS3.23 target price. We decided not to officially model in yet the additional value
drivers we mentioned above. However, we find it fair to give them weight, together with
the rich and safe dividend policy, in backing our Buy rating in spite of no upside of our
current target price.

Alongside this short report, we are publishing a sector report: European utilities:
Conclusion on the illusion, 24 March 2010.
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Key financials

Company profile

Sales split - Geographical and divisional

Tema is the main ltalian electricity transmission operator. It owns 39,400 Km (around 98%)

of the national transmission grid.
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Income statement, 31 December (EURm) 2009 2010E 2011E  2012E Balance sheet ,31 December (EURm) 2009 2010E 2011E  2012E
Sales 1,361 1,489 1,598 1,635 Cash and equivalents 939 948 958 967
EBITDA adjusted 1,003 1,102 1,196 1,232 Account receivables 1,964 1,984 2,004 2,024
EBITA adjusted 694 748 805 818 Other current assets 18 18 18 18
EBIT adjusted 694 748 805 818 Current assets 2,921 2,950 2,980 3,010
Netfinancial -148 -139 -179 -202
Non recurring items 0 0 0 0 Goodwill 204 204 204 204
Associates 0 0 0 0 Other intangible assets 27 279 279 279
PBT 546 609 626 616 Property, plant & equipment 6,868 7,704 8,179 8,624
Income tax -192 -219 -225 -222 Financial assets 38 38 38 38
Tax rate (%) 35.2% 36.0% 36.0% 36.0% Fixed assets 7,389 8,225 8,700 9,146
Others 417 0 0 0
Minorities 0 0 0 0 Short-term debt 276 279 281 284
Reported net earnings 771 389 401 394 Accounts payable 1,899 1,918 1,938 1,957
Adjustments -434 0 0 0 Other cument liabilities 560 4% 281 223
Adj. net earnings (group) 337 389 401 394 Current liabilities 2,736 2,692 2,500 2,464
Cash-flow statement (EURm) 2009 2010E 2011E  2012E Long-term debt 4,421 5,329 6,016 6,529
Pension provisions 157 160 163 167
Net eamings 77 389 401 3% Other long-term liabiliies 486 483 480 477
D&A 309 354 391 415 Long-term liabilities 5,064 5,972 6,659 7,172
Change in TWC 87 -66 -215 -59
Other changes & non-cash 0 0 0 0 Shareholders' equity 2,510 2,511 2,521 2,519
Operating cash flow 1,167 677 577 749 Minority interest 0 0 0 0
Capex -2,048 -1,190 -866 -860 Total shareholders' equity 2,510 2,511 2,521 2,519
Free cash-flow -881 -513 -289 -110
Disposals 387 0 0 0 Net debt 3,758 4,660 5,340 5,846
Financial investments 0 0 0 0 Trade working capital 83 84 85 85
Investing cash flow -1,661 -1,190 -866 -860 Capital employed 6,873 7,775 8,465 8,970
Change in equity 0 0 0 0 Total assets 10,310 11,175 11,680 12,155
Change in debt 402 911 689 516
Dividends -338 -389 -391 -396
Others 439 0 0 0
Financing cash flow 503 522 299 120
Change in cash & equivalents 9 9 9 10
Change in net debt 392 902 680 506
Ratios 2009 2010E 2011E  2012E Pershare (EUR) 2009 2010E 2011E  2012E
Sales growth (%) -25% 9.4% 7.3% 2.3% EPS adjusted 0.17 0.19 0.20 0.20
EBITDA growth (%) 0.9% 9.8% 8.6% 3.0% EPS reported 0.39 0.19 0.20 0.20
EBIT growth (%) -2.8% 7.7% 7.7% 1.6% CFPS 0.54 0.37 0.40 0.40
Net eamings growth (%) 7.5% 15.6% 2.9% -1.7% BVPS 1.26 1.26 1.26 1.26
Gross margin (%) 0.0% 0.0% 0.0% 0.0% DPS 0.19 0.19 0.19 0.20
EBITDA margin (%) 73.7% 74.0% 74.8% 75.4%
EBIT margin (%) 51.0% 50.2% 50.4% 50.0% Year-end nb of shares(m) 2,000.0 20000 20000 20000
Net eamings margin (%) 24.8% 26.2% 25.1% 24.1% Av. diluted nb of shares(m) 20000 20000 20000 20000
Net debt/equity (%) 1497% 1856% 211.9% 2321% Valuation 2009 2010E 2011E  2012E
Net debt/EBITDA (%) 3746% 4230% 4465% 474.4%
ROE (%) 14.7% 155% 15.9% 15.6% P/E 151 166 16.1 164
ROCE (%) 10.7% 10.2% 9.9% 9.4% P/BV 20 26 26 26
Equity/total assets (%) 24.3% 22.5% 21.6% 20.7% P/CF 47 87 81 80
TWC/sales (%) 61%  56%  53%  52% Dividend yield 75%  60%  60%  61%
) FCF yield -17.4% -7.9% -4.5% -1.7%
Operating CF/sales (%) 85.8% 45.5% 36.1% 45.8% EV/sales 66 75 75 76
Capex/sales (%) 150.5% 79.9% 54.2% 52.6% EV/EBITDA 89 102 100 104
FCF/sales (%) -64.7%  -344% -181% -6.8% EV/EBITA 129 150 148 152
Cgpex/D&A (%) 663.2% 3362% 221.6% 207.4% EV/EBIT 129 15.0 148 152
Dividend pay out (%) 113.0% 98.8% 97.2% 99.2% EV/capital employed 14 15 15 14

Source: Kepler Capital Markets
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Research ratings and important disclosures

Disclosure checklist - Potential conflict of interests

Stock ISIN Disclosure (See Below) Currency Price
ENEL 1T0003128367 nothing to disclose EUR 4.14
Terna 1T0003242622 nothing to disclose EUR 3.23

Source: Factset closing prices of 23/03/2010
Stock prices: Prices are taken as of the previous day’s close (to the date of this report) on the home market unless otherwise stated.

Key:

1. Kepler Capital Markets (KCM) holds or owns or controls 5% or more of the issued share capital of this company; 2. The company holds or owns or controls 5% or more of
the issued share capital of KCM; 3. KCM is or may be regularly carrying out proprietary trading in equity securities of this company; 4. KCM has been lead manager or co-lead
manager in a public offering of the issuer’s financial instruments during the last twelve months; 5. KCM is a market maker in the issuer’s financial instruments; 6. KCM is a
liquidity provider in relation to price stabilisation activities for the issuer to provide liquidity in such instruments; 7. KCM acts as a corporate broker or a sponsor or a sponsor
specialist (in accordance with the local regulations) to this company; 8. KCM and the issuer have agreed that KCM will produce and disseminate investment research on the
said issuer as a service to the issuer; 9. KCM has received compensation from this company for the provision of investment banking or financial advisory services within the
previous twelve months; 10. KCM may expect to receive or intend to seek compensation for investment banking services from this company in the next three months; 11. The
author of, or an individual who assisted in the preparation of, this report (or a member of his/her household), or a person who although not involved in the preparation of the
report had or could reasonably be expected to have access to the substance of the report prior to its dissemination has a direct ownership position in securities issued by this
company; 12. An employee of KCM serves on the board of directors of this company; 13. As at the end of the month immediately preceding the date of publication of the
research report Kepler Capital Markets, Inc. beneficially owned 1% or more of a class of common equity securities of the subject company.

Rating history:
Kepler Capital Markets’ has not changed its rating on Terna in the past 12 months.
We did not disclose the rating to the issuer before its publication and dissemination.

Rating ratio Kepler Capital Markets Q4 2009

Rating breakdown A B
Buy 52.3% 0.0%
Hold 11.4% 0.0%
Reduce 32.6% 0.0%
Not Rated/Under Review/Accept Offer 3.7% 0.0%
Total 100.0% 0.0%

Source: Kepler Capital Markets

A: % of all research recommendations

B: % of issuers to which Investment Banking Services are supplied

From 9 May 2006, KCM'’s rating system consists of three ratings: Buy, Hold and Reduce. For a Buy rating, the minimum expected upside is 10% in absolute terms over 12
months. For a Hold rating the expected upside is below 10% in absolute terms. A Reduce rating is applied when there is expected downside on the stock. Target prices are set
on all stocks under coverage, based on a 12-month view. Equity ratings and valuations are issued in absolute terms, not relative to any given benchmark. KCM’s strategy
teams’ sector allocations rate each sector Overweight, Underweight or Neutral.

Analyst disclosures
The functional job title of the person(s) responsible for the recommendations contained in this report is Equity Research Analyst unless otherwise stated on the cover.

Regulation AC - Analyst Certification: Each equity research analyst(s) listed on the front-page of this report, principally responsible for the preparation and content of all or
any identified portion of this research report hereby certifies that, with respect to each issuer or security or any identified portion of the report with respect to an issuer or
security that the equity research analyst covers in this research report, all of the views expressed in this research report accurately reflect their personal views about those
issuer(s) or securities. Each equity research analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) expressed by that equity research analyst in this research report.

Analyst Compensation: The research analyst(s) primarily responsible for the preparation of the content of the research report attest that no part of the analyst'(s’)
compensation was, is or will be, directly or indirectly, related to the specific recommendations expressed by the research analyst’s(s’) in the research report. The research
analyst’s(s’) compensation is, however, determined by the overall economic performance of KCM.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of KCM, which is a non-US affiliate and parent
company of Kepler Capital Markets, Inc. a SEC registered and FINRA member broker-dealer. Equity Research Analysts employed by KCM, are not registered/qualified as
research analysts under FINRA/NYSE rules, may not be associated persons of Kepler Capital Markets, Inc. and may not be subject to NASD Rule 2711 and NYSE Rule 472
restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.

Please refer to www.keplercapitalmarkets.com for further information relating to research and conflict of interest management.

Regulators

Location Regulator Abbreviation
KCM France Autorité des Marchés Financiers AMF
KCM Espana Comision Nacional del Mercado de Valores CNMV
KCM Germany Bundesanstalt fir Finanzdienstleistungsaufsicht BaFin
KCM ltalia Commissione Nazionale per le Societa e la Borsa CONSOB
KCM Nederland Autoriteit Financiéle Markten AFM
KCM Switzerland Swiss Financial Market Supervisory Authority FINMA
Kepler Capital Markets, Inc. Financial Industry Regulatory Authority FINRA

KCM is authorised and regulated by both Banque de France and Autorité des Marchés Financiers.
For further information relating to research recommendations and conflict of interest management please refer to www.keplercapitalmarkets.com.
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Legal and disclosure information

Other disclosures
This product is not for retail clients or private individuals.

The information contained in this publication was obtained from various sources believed to be reliable, but has not been independently verified by Kepler Capital Markets
(KCM). KCM does not warrant the completeness or accuracy of such information and does not accept any liability with respect to the accuracy or completeness of such
information, except to the extent required by applicable law.

This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information may be available on
request. This report may not be reproduced for further publication unless the source is quoted.

This publication is for information purposes only and shall not be construed as an offer or solicitation for the subscription or purchase or sale of any securities, or
as an invitation, inducement or intermediation for the sale, subscription or purchase of any securities, or for engaging in any other transaction. This publication is
not for private individuals.

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high degree of expertise. They reflect only the current views of
the author at the date of this report and are subject to change without notice. KCM has no obligation to update, modify or amend this publication or to otherwise notify a reader
or recipient of this publication in the event that any matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if
research on the subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates expressed in this report were in no way affected or influenced by
the issuer. The author of this publication benefits financially from the overall success of KCM.

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their investment decisions upon their own appropriate
investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this publication shall be the sole and exclusive
responsibility of the investor and KCM accepts no liability for any such loss or consequence. In the event of any doubt about any investment, recipients should contact their
own investment, legal and/or tax advisers to seek advice regarding the appropriateness of investing. Some of the investments mentioned in this publication may not be readily
liquid investments. Consequently it may be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an investment. The value of
investments and the income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in this publication
may have a high level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses. International investing includes risks
related to political and economic uncertainties of foreign countries, as well as currency risk.

To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices whatsoever arising from the
use of this publication or its contents.

KCM and its affiliates have implemented written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research
business, which are available upon request. The KCM research analysts and other staff involved in issuing and disseminating research reports operate
independently of KCM Investment Banking business. Information barriers and procedures are in place between the research analysts and staff involved in securities
trading for the account of KCM or clients to ensure that price sensitive information is handled according to applicable laws and regulations.

Country and region disclosures

United Kingdom: This document is for persons who are Eligible Counterparties or Professional Clients only and is exempt from the general restriction in section 21 of the
Financial Services and Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being distributed in the
United Kingdom only to persons of a kind described in Articles 19(5) (Investment professionals) and 49(2) (High net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other
class of persons. Any investment to which this document relates is available only to such persons, and other classes of person should not rely on this document.

United States: Kepler Capital Markets S.A. (KCM) is the parent company and 100% owner of Kepler Capital Markets, Inc. KCM maintains offices in Amsterdam, the
Netherlands; Frankfurt, Germany; Geneva and Zurich, Switzerland; London, United Kingdom; Madrid, Spain; Milan, Italy; and New York, United States. Specific
address/location information is available at www.keplercapitalmarkets.com. This research is distributed in the United States by the entity that published the research as
disclosed on the front page of this report to “major U.S. institutional investors,” as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (SEC). This research is also distributed in the United States to other institutional
investors by Kepler Capital Markets, Inc., who accepts responsibility for the contents of the research, subject to the qualifications stated in this publication which are hereby
incorporated. U.S. persons seeking to execute a transaction in the securities discussed in this research should contact Kepler Capital Markets, Inc., 600 Lexington Avenue,
New York, NY 10022, phone (212) 710-7600. Kepler Capital Markets, Inc. is a broker-dealer registered with the SEC and is a FINRA member firm. Nothing herein excludes or
restricts any duty or liability to a customer that Kepler Capital Markets, Inc. has under applicable law. Investment products provided by or through Kepler Capital Markets, Inc.
are not FDIC insured, may lose value and are not guaranteed by the entity that published the research as disclosed on the front page or Kepler Capital Markets, Inc.. Investing
in non-U.S. Securities may entail certain risks. The securities of non-U.S. issuers may not be registered with or subject to SEC reporting and other requirements. The
information available about non-U.S. companies may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards as
U.S. companies. Securities of some non-U.S. companies may not be as liquid as securities of comparable U.S. companies. Analysts employed by non-U.S. broker-dealers are
not required to take the FINRA analyst exam.

France: This publication is issued and distributed in accordance with art. L 544-1 and seq of the Code Monétaire et Financier and with the articles 321-122 to 321-138 of the
General Regulations of the Autorité des Marchés Financiers (AMF).

Germany: This report may be amended, supplemented or updated in such manner and as frequently as the author deems.

Italy: Information is for institutional clients only as defined by art. 31 of CONSOB reg. 11522/98. Reports on companies listed on the ltalian exchange are approved and
distributed to over 500 clients in accordance with art. 69 of CONSOB Regulation 11971/1999 for enforcement of the Consolidation Act on financial brokerage (legislative decree
24/2/1998). According to this article KCM, branch of Milano warns on potential specific interests in securities mentioned. Equities discussed are covered on a continuous basis
with regular reports at results release. Reports are released on the date shown on cover and distributed via print and email. KCM branch of Milano analysts are not affiliated
with any professional groups or organisations. All estimates are by KCM unless otherwise stated.

Spain: Reports on Spanish companies are issued and distributed by KCM, branch of Madrid, registered in Spain by the Comisién Nacional del Mercado de Valores (CNMV) in
the foreign investments firms registry (member of the Madrid exchange). Reports and any supplemental documentation or information have not been filled with the CNMV.
Neither verification nor authorisation or compliance revision by the CNMV regarding this document and related documentation or information has been made.

Switzerland: This publication is intended to be distributed to professional investors in circumstances such that there is no public offer. This publication does not constitute a
prospectus within the meaning of Articles 652a and 1156 of the Swiss Code of Obligations.

Canada: The information provided in this publication is not intended to be distributed or circulated in any manner in Canada and therefore should not be construed as any kind
of financial recommendation or advice provided within the meaning of Canadian securities laws.

Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this document should inform themselves
about possible legal restrictions and observe them accordingly.
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