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TRENDS AND CONTEXTS, STRATEGIC 

APPROACH AND GROUP MANAGEMENT 

POLICIES 
 

Trends and contexts 
 

Hera makes ongoing efforts to interpret the signs coming from the contexts in which it operates, in an 

attempt to obtain an overall view of what lies ahead for the Group and its stakeholders. In order to 

anticipate future developments, the main drivers of change and their essential interrelations are identified 

below. In particular, the macro-trends of the Group’s reference contexts are described, as are its main 

management policies, i.e. its industrial strategy and the related sustainability factors (concerning the 

environment, technology and human capital). 

 

Macroeconomy and finance 
 

In 2022, the world economy decelerated with respect to the trend of recovery that began in 2021. 

According to the International Monetary Fund (IMF), global GDP growth stood at 3.4%, as against 6.2% 

in 2021. The causes of this slowdown lie mainly in the outbreak of the conflict in Ukraine and the ensuing 

increase in inflation worldwide, driven by energy commodity prices. Furthermore, the lockdowns imposed 

in China late in the year additionally hindered recovery in the global supply chain. 

 

This slowdown, compared to the previous year, affected all major global economies, with China’s growth 

falling from 8.4 % in 2021 to 3.0 % in 2022, while the growth rate of the US economy went from 5.9% in 

2021 to 2.0% in 2022.  

 

The eurozone was the most heavily affected by the war in Ukraine, due to its proximity to the conflict 

zone and its dependence on gas supplies coming from Russia. Highly volatile energy commodity prices 

accentuated the rise in inflation that had already begun in late 2021, bringing inflation in the eurozone to 

9.2 % in December 2022. The IMF has observed that growth in the eurozone came to 3.5% in 2022, 

down from the 5.3% seen in 2021.  

 

The IMF’s most recent estimates for the next two years point towards a scenario strongly influenced by 

current geopolitical conditions. The global economy is expected to increase by 2.9% in 2023, while for 

2024 the increase has been projected at 3.1%. Growth in the eurozone is expected to settle at 0.7% in 

2023 and 1.6% in 2024, influenced above all by the additional increases in interest rates announced in 

advance by the ECB. 

 

The most recent analyses carried out by the Bank of Italy indicate growth in the Italian economy in 2022 

among the best in the euro area, at roughly 4% year-on-year, despite the slowdown witnessed in the last 

three months of the year, mainly caused by the persistence of high energy prices and the slowdown in 

post-pandemic recovery.  

Inflation remained very high in December, standing at 12.3% year-on-year. Energy commodity and food 

prices remained at historically high figures, even while falling in the latter part of the year. 

Although the consumer confidence rate remained lower than prior to the pandemic, it rose in the latter 

part of the year due in part to an improvement in opinions and expectations concerning the overall 

economic situation, particularly regarding unemployment.  

Industrial production, which had increased in the second and third quarters, declined in the last part of 

the year due to energy costs, still high, and a fall in demand.  

The slowdown in production also effected foreign trade, bringing growth in exports to a halt in the last 

quarter of the year, compared to the strong expansion seen in the first nine months (+0.1% compared to 

the third quarter). 

 

For the upcoming years, the most recent IMF estimates indicate growth at 0.6% in 2023 and 0.9% in 

2024. As concerns inflation, the Bank of Italy’s projections set this indicator at 6.5% in 2023 before falling 
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to 2.6% in 2024. These forecasts take into account a macroeconomic framework still strongly influenced 

by the ongoing war in Ukraine. 

 

The global financial context felt the effects of the negative developments following the trade and tariff 

wars between the US and China, the pandemic and slowdowns along the supply chains, as well as the 

Russia-Ukraine conflict and the increased pressure on energy resources that caused the major 

inflationary shock mentioned above. During one of the worst years for financial markets around the world, 

in 2022 Wall Street experienced its most significant drop since the 2008 financial crisis, with the S&P 

500 index plummeting by 19.4%, the Nasdaq falling by 33.10%, and the Dow Jones containing its losses 

at 8.7%.  

A similar trend was seen in Europe, where the main stock exchanges lost around 12% year-on-year 

(including the Milan Stock Exchange, which lost 12.6%); London managed to limit the impact of the crisis 

with a positive, albeit modest, closure of 0.9%.  
 

The Federal Reserve (Fed) and the Bank of England (BoE) began a process of monetary tightening 

during the first half of 2022, which continued with further interest rate hikes in the following months as 

well. The European Central Bank (ECB) also adopted a restrictive policy and announced that it would 

continue in the early months of 2023 as well; in December, the reference interest rate reached 2.5%. 

Also note that the ECB, as part of its asset purchase programme to inject liquidity into the system 

(quantitative easing), confirmed the beginning of quantitative tightening as of March 2023. Securities 

purchases will thus be reduced by 15 billion euro per month until June, with the pace of reductions during 

the following months to be defined at a later date. Reinvestments of government bonds will be ‘partial’, 

respecting the defined proportions for redemptions (by nation and national and supranational issuer). 

The portion of maturing corporate bonds to be reinvested will be focused only on ‘green’ bonds. In order 

to avoid risks of malfunctions in the monetary policy transmission mechanism, the flexibility to re-invest 

maturing bonds under the Pandemic emergency purchase programme (PEPP) will remain unchanged, 

meaning that this portfolio will be reinvested at least until the end of 2024.  

 

The increase in eurozone interest rates accelerated during the second half of 2022, leading to an upward 

shift in the interest rate curve on all maturities by more than 300 basis points (bps) on average, year-on-

year. The implicit forward rate curve forecasts a further rise for 2023 on short-term rates coming to 

roughly 3%. On medium- to long-term maturities, no further increases are expected, only slight downward 

adjustments coming to roughly 10 bps on average. 

 

 

 
 

Over the year, in Europe, fears that a reduction in monetary stimuli could be accompanied by the 

reappearance of fragmentation in markets, resulting in a sovereign debt crisis, led to an increase in 

government bond yields. In order to ensure the effective transmission of monetary policy as part of the 

normalisation process, a new anti-fragmentation instrument, the so-called TPI (Transmission Protection 

Instrument), was introduced by the ECB. This instrument allows the ECB to make secondary market 
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purchases of securities issued by countries experiencing an unjustified deterioration in financing 

conditions. 

The size of the purchases, which are not constrained ex ante, depends on the severity of the risks 

involved and a list of eligibility criteria to assess whether those countries where the ECB can make 

purchases under the TPI pursue sound and sustainable fiscal and macroeconomic policies.  

 

On 31 December 2022, the spread between the yield on the ten-year BTP and the yield on the equivalent 

German bond closed at 212 bps, up 77 bps from 31 December 2021. After reaching a peak of 251 bps 

in September and experiencing pressure in the last month of the year, 2023 opened with a downward 

trend coming to roughly 180 bps. 

Unlike in the past, in 2022 the spread of bonds issued by Hera followed the upward trend of government 

bonds, narrowing this spread. During the second half of the year, the recovery in Hera’s spread, i.e. the 

increase in this spread, confirmed the return of investor confidence in the Group’s creditworthiness. At 

31 December, the ten-year spread, in particular, was 82 basis points lower than the BTP-Bund spread 

having the same duration. 

 

 

 

Businesses and regulations 
 

During 2022, the high volatility of energy commodity prices, coupled with the threat of possible reductions 

in the availability of gas, caused a decline in domestic electricity and gas consumption. 

 

In August 2022, European gas prices at the Dutch Title transfer facility (TTF) reached peaks of over 300 

euro/MWh, more than ten times the benchmarks seen in 2021.  

 

According to the first estimates processed by the Energy Market Operator (GME), in 2022 gas 

consumption decreased by 9.5% compared to the previous year, totalling approximately 69 billion cubic 

metres and returning to the amount seen in 2020. The drop in consumption was spread out over the 

entire year, but was particularly concentrated in the last four months, during which the recessionary 

effects of the war in Ukraine were compounded by milder weather. The industrial and civil sectors 

recorded the most significant drops, down 15.2% and 13.2% respectively, while in the thermoelectric 

sector the reduction was more moderate (3.1% compared to 2021). 

 

As regards electricity, the data compiled by the national transmission company (Terna) indicates total 

national consumption at 316.8 TWh for 2022, down 1.0% compared to 2021. Approximately 86% of 

energy demand was met by domestic production, in line with the previous year. 

In 2022, net national production from renewable electricity sources decreased by 13.1% compared to 

2021, resulting in a portion of consumption met by renewables coming to 31.1%. In particular, the 

contribution of hydropower production declined sharply compared to 2021, with a reduction of about 

11%, due to the drought conditions seen during the year. On the other hand, photovoltaic production and 

wind power production increased by 7% and 2% respectively, compared to the previous year.  
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With regard to the waste management and water businesses, since data referring to 2022 is not yet 

available, the most recent values defined by the main national institutes are provided below. 

According to the latest calculations of the Institute for Environmental Protection and Research (ISPRA), 

the annual production of municipal waste in Italy in 2021 amounted to 29.6 million tons, equivalent to an 

average per capita production of about 500 kg, with values gradually realigning to those seen prior to the 

pandemic. 

 

On the occasion of World Water Day 2022, ISTAT presented its new report on the statistics of the national 

water sector, updated to 2020 and focused on provincial capital cities. This report states that operators 

injected 2.4 billion cubic metres of water into the network (the volumes moved in the networks of the 

provincial capitals historically represent about 33% of total volumes distributed nationwide), with a 

reduction of more than 4% compared to the volumes seen in 2018 (the last available historical data). Of 

these, about 0.9 billion cubic metres, or 36.2% of the total amount injected, would seem to have been 

dispersed.  

 

Increasing competition was seen in the activities carried out by Italian utilities, with a particular focus on 

free market businesses.  

In the energy sector, strong commercial pressure persisted, especially in the retail market. This trend 

was confirmed by the churn rates, which remained very high and continued to rise, in sales of both 

electricity and gas. In 2021, in electricity sales the switching rate increased by 2.6 percentage points 

compared to the previous year, while for the gas sales the increase was 1.4 percentage points compared 

to 2020 (source: ARERA). In recent years, competition among sales companies has expanded to the 

offer of value-added services, complementing the supply of commodities, so as to compose commercial 

portfolios in line with customers’ needs, more oriented towards energy saving. Similarly, another factor 

that has affected competition in the market lies in the increasing use of digital channels by customers, 

both to choose offers and to interact with their energy and service supplier. 

 

As regards the waste treatment and recovery business, the European context has witnessed for several 

years now a series of aggregation operations based on the synergies that can be extracted from the 

different businesses that fall within the scope of utilities, with a growing connection in particular between 

energy, waste and water. Examples of the most widespread partnerships include the production of 

biomethane from the organic fraction of municipal solid waste (FORSU) and from sewage sludge, as well 

as Waste to Material and Waste to Chemical procedures. Within Italy, moreover, for several years the 

focus of the main market players has gone towards expanding plant equipment, and this will be given 

further impetus thanks to the resources provided by the National Recovery and Resilience Plan (NRRP). 

 

With regard to regulated businesses, competitive pressure has been introduced into the procedures for 

awarding service concessions and their subsequent management.  

Considering the local areas in which the Group currently provides the water cycle service, the new 

management of the concession in the province of Rimini began in January 2022, with an expected expiry 

date coming at the end of 2039. 

 

Turning to legislative and regulatory factors, the most important aspects for the Group in 2022 include:  

 

▪ various government measures intended to support citizens and businesses in coping with rising 

energy prices, including measures to curb the effects of price increases on bills; 

▪ the measures adopted by the government to ensure security in supplies and the more widespread 

use of renewable energy; 

▪ measures to promote competition and a reorganisation of the regulation of local public services of 

economic importance; 

▪ the following measures adopted by the Regulatory Authority for Energy, Networks and the 

Environment (Arera): 

– a modification of the methods for determining the economic conditions for supply of the protected 

gas service as of 1 October 2022, and the regulation of gradual protection for micro-businesses; 

– the conclusion of the consultation of the new regulation for expenditure and service targets 

(ROSS) in the energy sectors; 

– the confirmation of WACC for energy infrastructure services for 2023, set in continuity with the 

reference values for 2022; 

Competition 
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– an infra-period update, for the three-year period 2023-2025, of the tariff regulations for gas 

distribution and metering; 

– a measure to incentivise energy transition experiments along the gas chain; 

– new regulations for gas metering performance, with reference to smart meters; 

– the completion of the regulation of reactive energy input into low-pressure and high-pressure 

networks; 

– the approval of applications for the recognition of investments in specific 2G metering systems for 

the Group’s two electricity distributors, and updates in the 2G directives for the three-year period 

2023-2025; 

– extraordinary measures taken in the water sector to recognise the cost of electricity; 

– the conclusion, once again in the water sector, of the preliminary proceedings to determine the 

system of incentives and penalties for technical quality for the two-year period 2018-2019, and 

the earliest results of the preliminary investigation on contract quality; 

– for the municipal waste management service, the determination of the WACC for the four-year 

period 2022-2025, and the introduction of contract and technical quality obligations for waste 

collection; 

– an investigation into changes in the prices and costs of the district heating service, and a 

consequent report to Parliament and the government on the attribution of tariff regulation powers 

to the Regulator. 

 

Beginning in the autumn of 2021, the government has introduced a series of measures to support citizens 

and businesses in coping with rising energy prices, both in the electricity and gas sectors. Following the 

outbreak of war in Ukraine and various price mitigation initiatives, a number of measures to ensure 

security of supply and a more rapid development of renewable energy sources also appeared.  

 

The continuation of the war forced national governments to intervene constantly throughout 2022, 

updating the measures adopted according to the needs imposed by changes in the scenario. The first 

need to which the Italian government intended to respond was a mitigation of the impact of energy price 

increases on customers’ bills. To this end, a number of areas were identified for interventions: a reduction 

of system charges for both gas and electricity users, which was extended during the year, and a 

redefinition of social bonuses, with a wider number of beneficiaries and an increase in the amounts paid. 

In addition, Decree Law No. 115/2022, so-called Aid bis, suspended until 30 April 2023 the effectiveness 

of contractual clauses that allow a unilateral modification of the price conditions of electricity and gas 

supplies, if they fall outside the expected contractual notice periods. These measures were subsequently 

extended to 30 June 2023 by Decree-Law No. 198/2022, the so-called Milleproroghe, converted into Law 

14/2023, which also clarified that the same did not apply to contractual clauses that allow suppliers to 

update contractual economic conditions upon expiry, in line, moreover, with the principles sanctioned by 

the State Council in the disputes brought by certain operators for the annulment of prescriptive measures 

adopted by the Antitrust Authority. 

At the same time, tax credits for procurement by energy-intensive companies were first introduced and 

subsequently strengthened, and the way in which the GSE sells the electricity it possesses was regulated 

(by the so-called Energy Release, under Law Decree 17/2022). 

 

In order to raise the resources required to sustain these measures, additional charges were introduced 

for those benefitting from the energy price increases. In particular, Decree-Law No. 4/2022 introduced a 

limit on revenues from electricity generated by certain types of renewable-source plants (including 

photovoltaic plants exceeding 20 KW), which was further extended by the Budget Law 2023 (Law No. 

197/2022) on the basis of European Regulation 2022/1854, also including electricity generated by the 

combustion of waste. The same Regulation was also responsible for the provision of the solidarity 

contribution on the share of profits exceeding the average of the previous years, which the Budget Law 

applies to companies over 75% of whose revenues come from the energy sectors. This measure 

replaces the content of the “Price Cut” Decree (Decree-Law No. 21 of 21 March 2022), which had 

introduced, for the year 2022, an extraordinary levy of 25% to be paid by companies operating in the 

electricity and gas sectors. 

 

In a context that saw an increasing risk of supply disruptions, the Government was called upon to 

intervene so as to ensure the resilience of the domestic gas system. Decree Law 17/2022, the so-called 

“Caro Energia”, entrusted the Ministry for the environment and energy security with defining the rules for 

optimising the gas cycle in national storage, through means including resorting to counter-flow injections 
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during the supply season, to guarantee that the filling level is maintained. In addition, with the aim of 

containing consumption, with Ministerial Decree 383/2022 of 6 October the Ministry modified the terms 

of operation of thermal systems fuelled by natural gas, establishing a reduction in both the temperatures 

and the daily and seasonal duration of the ignition period, and regulating the modalities for filling storage 

and supply during the winter season. 

 

In addition to these measures, aimed at providing immediate support to the economic system, the 

national regulatory framework acknowledged and implemented the European strategy that identifies the 

ecological transition as the main tool for reducing dependence on fossil fuels. For this purpose, the 

procedures for allocating NRRP resources were published during the year, and for some investments 

relating to utilities' areas of responsibility the final awards have already been made. These include 

measures for developing the electricity and district heating network, as well as some lines relating to 

circular economy projects. In addition, a number of reforms related to the NRRP itself have been 

approved, including: 

▪ the publication of the so-called Biomethane Ministerial Decree (Ministerial Decree 340 of 15 

September 2022), which regulates the allocation of approximately 1.7 billion euro in incentives for 

the production of biomethane from agricultural and organic waste; 

▪ the definition of requirements for green hydrogen production plants (Ministerial Decree of 21 

September 2022); 

▪ the National Strategy for the Circular Economy, its Chronoprogramme and the National Waste 

Management Programme, to ensure an effective transition to a circular economy. 

 

On 5 August 2022, the annual Law for the market and competition 2021 was approved, which contains 

measures for a number of areas of interest, including the awarding of tenders for the gas distribution 

service and the waste management service. More specifically, as regards the gas sector, among other 

measures, the possibility was given to local authorities to dispose of their assets through tenders on the 

basis of the Industrial residual value (VIR) instead of the Regulatory value (RAB). Furthermore, with 

regard to the reorganisation of the regulation of local public services, the Government received and 

implemented the delegation with the publication in the Official Gazette of the Unified text for local public 

services (TUSPL) on 30 December 2022. This legislative decree applies to all services of general 

economic interest, with the exception of electricity and gas distribution, and calls in particular for the 

requirement of a qualified justification for not turning to the market in the case of in-house awarding.  

 

In regulating the economic conditions for the supply of natural gas in the protected service, note that 

ARERA, in order to ensure greater price stability and adherence to market conditions, introduced a new 

method for determining the component covering the costs of supply in wholesale markets, moving from 

a quarterly forward system to a monthly forward system. In particular, as of 1 October 2022, the new 

reference to be used in determining the CMEM component is set at the monthly average of daily prices 

at the PSV Day Ahead, published at closure by ARERA. 

 

In regulating the terms and conditions for providing the last resort and default distribution services, note 

that Arera also intervened, with Resolution 372/2022/R/gas, with measures to compensate for the 

unforeseeable and excessive charges due to the extraordinary situation of the wholesale gas market 

price trend, and in particular: 

▪ replaced, similarly to what was done for the protected service and once again as of 1 October 2022, 

the reference to the CMEM component with the price of the PSV Day Ahead; 

▪ introduced, on an extraordinary basis, an equalisation mechanism aimed at compensating the 

procurement costs incurred by operators for incremental volumes for the period 1 October 2021 - 30 

September 2022, financed by activating a specific tariff component to be applied within the scope of 

the services in question. 

 

With Resolution 586/2022/R/eel, Arera also postponed the date for the activation of the gradual 

protection electricity service for micro-businesses from 1 January 2023 to 1 April 2023, due to the 

postponement of the competitive procedures, which lasted until the end of 2022, and the technical need 

for at least three months after the publication of the results to carry out all the prodromal activities for the 

transfer of withdrawal points to the new service operators. 
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Arera, during 2022, began consultations for the guidelines on the new tariff regulation by expense and 

service objectives (ROSS) in the energy infrastructure sectors. The objective of this regulation is to 

efficiently direct resources, eliminating distortions in companies' investment choices. The process leading 

towards the new method will start with a simplified model, called ROSS-based, which as of 2024 will be 

applied to electricity distribution operators and as of 2026 to gas distribution companies. Consultation 

document 655/2022/R/com, published at the end of the year, contained Arera’s final guidelines on the 

criteria for determining the recognised cost when following the ROSS-based approach: the expense of 

distributors, total and no longer simply managerial, will be compared annually with a reference expense 

defined by the regulator, any efficiencies/inefficiencies achieved will be shared with users according to 

appropriate mechanisms, and the treatment of the capital stock existing at the date of transition to the 

new methodology will be guaranteed with continuity in the criteria applied. In the first few months of 2023, 

with the publication of the integrated TI-ROSS text, the new tariff regulation will be formalised (which 

should essentially constitute a methodological framework with indications of general regulatory principles 

and criteria), while for the actual completion of the ROSS-based scheme it will instead be necessary to 

wait for updates in the specific regulations for each infrastructure service. 

 

Arera, in late 2022, with Resolution 654/2022/R/com, established the rates of remuneration for capital in 

energy infrastructure services for 2023. The changes in the underlying financial parameters, while 

considerable, were not sufficient to trigger the updating mechanism provided for by the regulation. For 

2023, therefore, the values of 2022 WACC were confirmed at 5.6% for the gas distribution and metering 

service and 5.2% for the electricity distribution and metering service. 

 

With regard to the tariff regulations for gas distribution and metering (RTDG), in late December 2022 

Arera updated its regulations for the second semi-period (2023-2025) of the fifth regulatory period. The 

main changes for 2023 concern: an update of the standard costs for electronic meters up to class G25, 

to be applied starting from investments; the introduction of a new parametric recognition method to cover 

the costs of remote management and concentrators equal to 1.59 euro/redelivery point (PDP), to be 

updated for inflation for the following years; and a differentiation in the cost recognised for switch readings 

taken on PDRs equipped with a smart meter compared to PDRs equipped with a traditional meter. 

As regards the recognition of operating costs, pending the outcome of the appeals against Resolution 

570/2019/R/gas, the Authority decided that it was appropriate not to change the productivity recoveries 

set at the beginning of the regulatory period, but also considered introducing a mechanism for adjusting 

the allowed revenues to cover operating costs if a reduction in redelivery points emerges. ARERA also 

resolved to recognise the residual depreciation of G4-G6 smart meters installed from 2012 to 2018 and 

decommissioned before the end of their useful life.  

 

In order to support the process of energy transition and decarbonisation of the gas sector, with Resolution 

404/2022/R/gas and subsequent Decision 9/2022, the Authority prepared a special bonus tariff 

mechanism aimed at providing incentives for pilot projects optimising the management and innovative 

use of infrastructures in the natural gas sector. In particular, three specific project areas were defined, 

the first relating to methods and tools for the optimised management of networks, the second concerning 

innovative uses of existing infrastructures, including the use of hydrogen and Power-to-Gas in the area 

of sector coupling, and the third relating to energy efficiency interventions in gas infrastructure 

management. A total of 35 million euro was earmarked for financing these trial projects (each of which 

may have a maximum duration of three years), which will be allocated through a selective scoring 

procedure based on specific assessment indicators.  

 

As regards gas metering, at the end of the first half of 2022, ARERA approved a measure that defines 

more stringent expected output and performance levels for the service provided by smart gas meters. 

Indeed, Resolution 269/2022/R/gas establishes new obligations regarding the timing of smart meter 

commissioning, the frequency of metering data collection, the granularity of the same, and the timing 

with which the data collected is made available. The measures set out in this resolution also affect various 

aspects relating to billing and the determination of compensation for customers and sellers. The effective 

date of almost all the new provisions has been set at 1 April 2023. 

 

Concerning regulations for electricity distribution, the reformed reactive energy regulations were 

completed in 2022. With regard to reactive energy fed into medium- and low-voltage grids, Resolution 

232/2022/R/eel established the respective fees as of 1 April 2023. Instead, with regard to the regulation 

of the flow of reactive energy fed into high-voltage grids and interconnections, the sector had to wait until 
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late 2022 for Resolution 712/2022/R/eel. ARERA decided that, once again as of 1 April 2023, a basic 

unit fee will be applied to the entire national grid and, only for the most critical areas, an increased fee. 

Moreover, adopting a gradual approach, under specific conditions (assessed ex post) and which 

demonstrate a fundamental absence of critical reactive flows, it is expected that the fees may be 

cancelled and, where necessary, refunded. 

 

During 2022, with Resolutions 410 and 411/2022/R/eel, ARERA furthermore approved the Requests for 

admission to the recognition of investments in specifically 2G metering systems (RARI) made by Inrete 

Distribuzione Energia Spa and AcegasApsAmga Spa. The measures approved the 2G Metering 

commissioning plans and defined the mandatory performance of second-generation smart metering 

systems, confirming the reference expenditure forecasts submitted to ARERA by the two distributors. 

 

Regarding the electricity metering service, ARERA, in late 2022, updated the 2G directives for the three-

year period 2023-2025 for the recognition of the costs of second-generation smart metering systems. 

While introducing a few innovative elements with respect to the previous three-year period, the new 

directives guarantee essential continuity in the cost recognition mechanism for companies involved in a 

large-scale replacement of 2G electricity meters. The main new features include the introduction of a 

bonus for distributors who accelerate their meter replacement plan after obtaining public contributions of 

any kind. 

 

As regards regulations for the integrated water service, the measures concerning 2022 with the largest 

impact for the Group involve incentive mechanisms for service quality and, as far as tariffs are concerned, 

the recognition of electricity costs due to the exceptional context of energy price volatility. On this matter, 

with Resolution 229/2022/R/idr the Authority established a number of extraordinary measures for water 

operators. More specifically, the possibility of requesting a financial advance from CSEA for electricity 

procurement in 2022 was introduced (which was later extended, by Resolution 495/2022, until 30 

November 2022) as was the possibility of making an extraordinary request, in agreement with the area 

Authority in question, for the recognition of the cost pertaining to 2021, provided that it was accompanied 

by a plan of actions to contain consumption and energy costs.  

 

Concerning the regulation of technical service quality, with Resolution 183/2022/R/idr, ARERA concluded 

its preliminary investigation, begun with Resolution 46/2020/R/idr, aimed at quantifying incentives (and 

penalties) relating to performance in 2018 and 2019. With this assessment, ARERA observed a generally 

positive performance shown by operators, who seem to have acted according to largely satisfactory 

criteria, with the exception of some cases, in which they were excluded from the mechanism due to 

violations of regulations. The penalties relating to 2018 and 2019 are to be treated as reserves and used 

for achieving the established objectives, in accordance with the reference regulations, while the bonus 

payments relating to the same years were disbursed by CSEA. With Resolution no. 107/2022/R/idr, the 

second preliminary assessment investigation was opened for the performance of technical quality in 

2020 and 2021 and, at the same time, with Resolution no. 69/2022/R/idr, the first preliminary investigation 

was opened in the area of contract quality concerning the objectives for the two-year period 2020-2021. 

As a result of the latter preliminary investigation, with Resolution No. 734/2022/R/idr Arera published the 

methodological note adopted for the quantitative assessment of incentives/penalties, pointing out that, 

in addition to identifying some of the most serious cases of exclusion from the mechanism and thus from 

the bonuses, in the event of particular data inconsistencies/incompleteness, in-depth investigations may 

be requested from the operators concerned, with the possibility of justifying and possibly correcting the 

data sent, providing adequate supporting documentation.  

 

With regard to regulations for the municipal waste management service, the measures with the greatest 

impact for the Group that ARERA finalised in 2022 concern regulations for the remuneration of capital, 

in order to promote the industrial development of the sector, and the initial elements of quality regulations, 

aimed at standardising service levels nationwide. More specifically, Resolution 68/2022/R/rif established 

the WACC for the years 2022-2025, providing for a remuneration of capital coming to 5.6% for the 

collection service (to be adjusted when tariffs are set for 2024-2025, since until then it will remain at 

6.3%). The WACC for the treatment service was instead set at 6.0%, recognising the higher level of risk 

associated with this phase of the municipal waste management chain. On the other hand, with reference 

to quality regulations, note Resolution 15/2022/R/rif, which introduces the first regulation of service 

quality, introducing a set of contract and technical quality obligations for the collection service, minimum 

and uniform for all managers, accompanied by quality indicators and the related general standards 
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differentiated by regulatory schemes, identified in relation to the actual initial quality level guaranteed to 

users by the various managers. Lastly, note Resolution 413/2022/R/rif which, in light of the mandate 

given to ARERA by the annual Market and Competition Law 2021, initiated a procedure for defining 

technical and quality standards for carrying out waste disposal and recovery activities, proceeding to 

verify minimum quality levels and furthermore acquiring information on management costs and any other 

suitable element for monitoring the actual methods used in carrying out disposal and recovery activities 

and their impact on the fees applied to end users.  

 

With reference to regulations for the district heating service (TLR), note that ARERA closed, with 

Resolution 547/2022/R/com, its investigation on the evolution of the prices and costs of the district 

heating service, begun with Resolution 80/2022/R/tlr. One factor that appeared, according to the 

Regulator, is that indexing district heating prices to trends in gas prices, whereas thermal energy is mainly 

produced by waste-to-energy plants and thermal power plants, seems to have led to a progressive gap 

between the costs and revenues of this service. This is because the increase in revenues was not 

followed by a corresponding rise in variable costs, with a consequent significant increase in margins for 

the remuneration of invested capital. ARERA, with Resolution 568/2022/I/tlr, therefore made a report to 

the Parliament and the government, essentially proposing the introduction of a cost-reflective regulation 

of prices for the district heating service, attributing the related powers to ARERA itself. 

 

A timeline showing the main regulatory periods and related measures introduced by ARERA, pertaining 

to the Group’s sectors of activity, is provided below. 

Tariff regulatory periods 

 

 
• Resolution 614/21 set out the new methodology for determining the rates of return on energy capital and established WACC for 2022 only; these 

values were confirmed for 2023 as well by the more recent Resolution 654/22 
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Lastly, the table below indicates the main tariff references for each regulated sector, based on the 

regulatory framework in effect in 2022 and expected to remain until the end of the current regulatory 

periods. 

 

 
 Natural gas 

distribution and 

measurement 

 Electricity 
distribution and 

measurement 

 Integrated water 
service 

 Integrated waste cycle 
 

Regulatory period 2020-2022 
First sub-period of the fifth 
regulatory period  
(Resolution 570/19) 
  
2023-2025 
Second sub-period of the fifth 
regulatory period  
(Resolution 737/22) 

2016-2019 
First sub-period of the fifth 
regulatory period  
(Resolution 654/15) 
  
2020-2023 
Second sub-period of the fifth 
regulatory period  
(Resolution 568/19)  

2016-2019 
Second regulatory period 
(Resolution 664/15) 
 
 
2020-2023 
Third regulatory period  
(Resolution 580/19) 

2018-2021 
First regulatory period  
(Resolution 443/19) (1) 
 
 
2022-2025 
Second regulatory period  
(Resolution 363/21) (2) 

Regulatory 

governance 

Single level (ARERA) Single level (ARERA) Dual level (Governmental 
authority Body, ARERA) 

Dual level (regional  
authority, ARERA) 

Recognised 
invested capital 
for regulatory 
purposes (RAB) 

Previous cost revised 
(distribution) 
 
Weighted average between 
actual cost and standard cost 
(measurement) 
 
Parametric recognition 
(centralised capital) 

Parametric recognition for 
assets up to 2007 
 
Previous cost revised  
for assets since 2008  
  

Previous cost revised  Previous cost revised 
 

Regulatory lag 
for investment 
recognition 

1 year 1 year  2 years 2 years 

Return on 
investment (3)  
(real, pre-tax)  

2019 
6.3% Distribution 
6.8% Measure 
 
2020-2021 
6.3% Distribution and 
Measurement 
 
2022-2023 
5.6% Distribution and 
Measurement 
  

2019-2021 
5.9% 
 
 
 
 
 
2022-2023 
5.2% Distribution and 
Measurement 
  

2018-2019 
5.31% 
 
2020-2021 
5.24% 
 
 
2022-2023 
4.8% 
 
+1% for investments since 
2012, covering the regulatory 
lag  
 
  

2020-2021 
6.3% 
 
+1% for investments from 2018, 
covering the regulatory lag  
 
 
2022-2025 (4) 
5.6% Collection (adjusted when tariffs 
are set for the years 2024-2025, until 
then 6.3%) 
 
6.0% Treatment 

Recognised 
operating costs 

Actual average cost values by 
company grouping 
(size/density), based on 2011 
(for revenues until 2019) and 
2018 (for revenues from 2020) 
(5) 
 
Sharing for efficiencies 
achieved against recognised 
costs 
 
Upgrade with price-cap 

Average actual segment cost 
values on a 2014 basis (for 
revenues until 2019) and (2018 
for revenues from 2020) 
 
 
Sharing for efficiencies 
achieved against recognised 
costs 
 
Upgrade with price-cap 

Efficient costs: 2011 operator’s 
actual values inflated 
 
Upgradable costs: actual values 
with 2-year lag 
 
Additional charges for specific 
purposes (provisional nature) 

Collection and treatment  
Actual operator costs with 2-year 
regulatory lag  
 
Additional costs for quality 
improvement and changes in the 
manager’s scope (previsional)  
 
Additional charges for specific 
purposes (previsional) 

Annual efficiency 
operating costs 

Annual X-factor 
 
2019 
Distribution: 
1.7% large enterprises  
2.5% medium-sized enterprises 
Measurement and marketing: 
0% 
 
As of 2020: 
Distribution: 
3.53% large enterprises  
4.79% medium-sized 
enterprises 
Measurement: 0% 
Marketing: 1.57%. 

Annual X-factor 
 
2019 
Distribution: 1.9%. 
Measurement: 1.3%. 
 
 
 
 
As of 2020: 
Distribution: 1.3%. 
Measurement: 0.7%. 

Efficiency mechanism based 
on: 
sharing operator efficiencies 
2016 
 
Differentiated sharing level with 
respect to the distance between 
actual cost and efficient cost of 
the operator 

 

Incentive 
mechanisms 

 Net revenue sharing from fibre 
transit in the electricity 
infrastructure 

Sharing of electricity costs 
based on energy savings 
achieved; 
 
Recognition of 75% of margins 
from activities aimed at 
environmental and energy 
sustainability 

Collection 
Sharing on revenues from the sale of 
material and energy (range 0.3-0.6) 
and from Conai fees 
 
Treatment 
Sharing not explicitly recognised by 
the method, although it can be traced 
back to the general principles 
supporting the development of the 
circular economy   
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Annual limit on 

tariff increases  

  On an asymmetrical basis and 
depending on: 
- investment needs 
- cost-effectiveness of 
management 
- changes in scope of 
operations 
 
 
Mechanism to guarantee 
financial equilibrium 

Collection 
On an asymmetrical basis and 
depending on the presence of: 
-perimeter changes  
-improved Service quality 
 
Treatment 
Limit to growth less tight since the 
efficiency factor is not provided for, it 
is a function of 
-inflationary growth 
-environmental impact of plants 
 
Collection and treatment 
Mechanism to guarantee financial 
balance 

(1) Resolution 443/19 is applied to managers in the integrated waste cycle, including treatment activities (for disposal or recovery) only if these activities are 

included in the operator’s corporate scope. On the other hand, the tariff regulation of the gate fees of the plants is postponed to a dedicated measure.  

(2) Resolution 363/2021/R/rif updated the previous regulatory period and introduced tariff regulation for treatment where these are “minimum” plants, i.e. 

essential for closing the municipal waste cycle. 

(3) For the energy and waste sectors, reference is made to the WACC methodology, while for the integrated water service the values refer to the coverage 

rate of financial and fiscal charges. 

(4) For the years 2022-2025, the reference measure for the WACC in the waste sector is Resolution 68/2022/R/ref. 

(5) In February 2020, Inrete Distribuzione Energia Spa, the Group’s main distributor, challenged the measure before the Lomba rdy-Milan Regional 

Administrative Court (TAR) with regard to the significant reduction in the recognition of operating costs introduced by Resolution No. 570/2019. 

 

 

Climate and the environment 
 

Regulatory and economic interventions aimed at managing climate change, and the concrete 

opportunities that derive from addressing the risks associated with it, have become priorities for 

international and national institutions, as well as those operating in all economic sectors. The Group’s 

main concerns in pursuing environmental sustainability coincide with the 17 goals on the 2030 Agenda 

for Sustainable Development (SDGs), as well as the indications contained in the Paris Agreement to limit 

global warming to below 2ºC, and the long-term climate strategy “A Clean Planet For All” (adopted by 

the European Union), intended to achieve carbon neutrality by 2050 and to limit the increase in 

temperature to below 1.5ºC. Further important elements moving in this direction include the change 

called for by the Green Deal, the European Commission’s plan for a Europe that is more competitive in 

the fight against climate change and increasingly capable of transforming the economy and society by 

setting them on a path of sustainable development and, in the wake of this, the circular economy action 

plan (CEAP). The actions taken by European and national institutions are coordinated and converge 

towards the goals of a fair, sustainable and inclusive transition. Adopting the Green Deal and related 

initiatives, aimed at tackling climate and environmental problems in order to achieve carbon neutrality 

and the transition to a regenerative and circular growth model, is aimed towards an industrial strategy 

that implements the circular economy in all sectors. 

 

The Circular Economy Action Plan, presented by the Commission last year, has made it possible to 

outline a strategic framework for circular economic development in the European Union and, in so doing, 

is geared towards accelerating the transition and making the change foreseen by the Green Deal 

possible. 

Incentive initiatives, reuse and recyclability in products, reduction of overpackaging and rules for 

bioplastics have become increasingly important in this respect. Above and beyond the plastics sector, 

the promotion of the circular economy is also encouraged with respect to water management, both in 

terms of reuse of purified wastewater for irrigation in agriculture and in terms of minimum requirements 

for the use of reclaimed water. 
 

National policies are developing in a European context where priorities are defined and available 

resources allocated accordingly. In this sense, the National recovery and resilience plan (NRRP), which 

makes use of the European funds made available by the NextGenerationEU package supplemented by 

a complementary national fund, guides Italy in the implementation phase of the European Green Deal 

and, since there is an overall consensus concerning the need to introduce progressively more 

challenging climate targets, reinforced instruments have been made available to member states with the 

aim of: 

▪ accelerating the process of ecological and digital transition; 

▪ accelerating the transition to a regenerative and circular growth model; 

▪ providing a tool to help investors in the transition to a low-carbon economy. 

In order to manage the energy crisis that began last year, the European Commission introduced in May 

2022 a series of measures that can be launched in the short term (REPowerEU), including a common 
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gas purchasing platform, a cap on gas and electricity prices, the diversification of supply and a reduction 

of gas demand through energy efficiency measures and electrification of consumption.  

 

The drive to decarbonise the European economy has instead been entrusted to long-term measures, in 

particular the Fit for 55 package, which aims to reduce climate changing emissions by 55% within 2030 

by focusing on an increase of renewable energies in the production mix. In terms of energy efficiency, 

the current 2030 targets, revised upwards to meet this ambitious emission reduction target, will be 

pursued by giving a leading role to public buildings in the process of making Europe’s building stock 

more efficient. In terms of renewable energies, whose increased production is crucial to replace fossil 

fuels and reduce carbon intensity, the electrification of consumption will require considerable investments 

along the entire supply chain and, as far as regional energy planning is concerned, it is expected that 

the recovery of waste heat from industrial processes will have significant potential. The development of 

renewable gases, including hydrogen, by constructing electrolysers powered by renewable energy 

sources, will also be a priority.  

 

In early 2018, the European Commission published the Sustainable Finance Action Plan, which aimed 

to respond to three objectives: redirecting capital flows towards sustainable investments in order to 

achieve sustainable and inclusive growth; managing financial risks arising from climate change, resource 

depletion, environmental degradation and social issues; and promoting transparency and a long-term 

vision of economic and financial activities. 

The first concrete action took the form of the EU’s own definition of a Taxonomy for sustainable 

investments, aimed at directing investors’ funds towards sustainable initiatives. 

In order to be aligned with this Taxonomy, economic activities must comply with three principles identified 

by the Regulation: 

▪ contribute positively to at least one of the six environmental objectives set out, including mitigation of 

climate change, adaptation to climate change, sustainable use and protection of water and marine 

resources, transition to a circular economy, prevention and reduction of pollution, and protection of 

biodiversity and ecosystem health; 

▪ not produce negative impacts on the environment; 

▪ respect minimum social guarantees. 

Moreover, as of 1 January 2022, companies subject to the directive on non-financial reporting must 

indicate the amount of their activities that fall under the European Taxonomy.  

 

As regards the Italian context, the six strategic missions of the NRRP are built around the six pillars of 

intervention set out in the European Regulation for Recovery and Resilience and are accompanied by 

specific sectoral reforms. Mission 2, “Green revolution and ecological transition”, the largest in terms of 

resource allocation, addresses the initiatives that most closely concern the Hera Group. 

For the water cycle and waste sector, the NRRP aims to modernise networks and plants and reduce the 

infrastructure gap between the north and south of the country, assigning a central role to the national 

Plan for the water sector, for providing public funding, and to the national Programme for waste 

management. 

In the energy sector, the NRRP focuses on developing renewable energy sources, modernising 

electricity grids (to increase their digitalisation and resilience against climatic events) and energy-saving 

solutions. Other key actions include the integrated development of the hydrogen supply chain, promoting 

production- and consumption-side projects at the same time and the principle of energy efficiency as the 

first zero-emission fuel. 
 

All countries that signed the Paris agreement made a commitment to a strategy for reducing climate-

changing emissions reaching 2050. The strategy will move towards improving knowledge of climate 

impacts, intensifying climate risk planning and assessment, accelerating adaptation actions and 

developing resilience to climate change globally. People are becoming increasingly sensitive to 

environmental and social inclusion issues and are thus driving the increase in demand for green & digital 

interventions, in line with EU recommendations on economic recovery and resilience. In order to get 

various stakeholders and civil society involved in the adoption of sustainable behaviour, the European 

Commission has created the European Climate Pact. This initiative offers individuals and organisations 

opportunities to learn about climate change and find solutions, and provides a space for individuals to 

interact and promote a European climate movement. Organisations can identify their own ambassadors 

with a focus on gender equality and, in order to support the beginning of concrete actions, the Pact’s 

platform makes it possible to share experiences, funding opportunities and know-how. 
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The inevitability of climate change, which has led the European Commission to anticipate its emission 

reduction targets to 2030, with the hope of achieving full decarbonisation by 2050, is also forcing local 

authorities to review priorities and courses of action. Moreover, the pandemic has made it urgent to 

implement actions to make cities and local programmes more resilient and has increasingly oriented 

regional policies towards circular economy initiatives, sustainable mobility, carbon neutrality and 

digitisation. This scenario is increasingly ambitious and offers new opportunities to the utility sector. All 

types of customers (household, industrial and public administration) will be called upon to introduce 

technological improvements that can reduce their energy needs. 

Promoting and selling products and services for energy efficiency and supporting the energy efficiency 

of buildings are some of the initiatives being promoted. 

Stakeholders, both financial and non-financial, who are increasingly interested in sustainability issues, 

are therefore also moving towards green financing, which can raise liquidity on the capital market at rates 

that are potentially lower than the alternatives. 

Following a rationale based on value sharing between companies and communities, oriented towards 

finding solutions for the benefit of both, the engagement of the community and individuals is becoming 

increasingly important. The main megatrends are those built on the UN 2030 Agenda, theoretical 

references and successful experiences of shared value approaches and new business opportunities. 

The new lines of development will continue to include the full exploitation of data (seen as a real corporate 

asset) and a greater focus on cybersecurity, to protect the company and its data. The speed of change 

makes it essential to define training plans that enable the corporate population to better manage change 

(first and foremost digital change). This includes training that may be fragmentary but is still able to 

provide the necessary continuity (self-development). 

 

 

Technology and human capital 
 

Digital technological evolution involves a continuous acceleration of some major ICT trends and, in 

addition to moving beyond the paradigms found in economic and social contexts with increasing speed, 

it alters entire market segments and social relationship patterns. The rise of Artificial Intelligence, 

automation, Robotic Process Automation, data collection and management (Internet of Things, data 

governance and data analytics), cybersecurity and, finally, cloud-based platforms favours an increase in 

the amount of data produced and the speed of its availability, generating further opportunities for 

companies. Utilities are actors capable of promoting a wider use of innovation thanks to their contribution 

to digitisation and technological development, giving attention to IT security as well. The Internet of 

Things and digital interaction between people (exemplified by the automation of more standardised 

customer relations through chatbots) favour a continuous and growing flow of data, which allows not only 

timely analyses of different situations (real time analytics), but also a more precise definition of decisions 

and actions to be taken, often with the support of artificial intelligence. In this direction, the EU 

Commission, adopting the communication “Digital compass for 2030: the European model for the digital 

decade” has confirmed the path for an ethical digital development in Europe, with clear targets to 2030 

benefitting citizens and businesses. The main goals include:  

▪ 80% of the population between 16 and 74 with basic digital skills; 

▪ 20 million specialists in ICT, equally distributed between men and women; 

▪ 75% of businesses using cloud computing, big data and Artificial Intelligence services; 

▪ 90% of small and medium-sized enterprises with a basic level of digital intensity; 

▪ 100% of public digital services available online,  

▪ 80% of citizens using digital identity solutions; 

▪ 100% of households with gigabit connectivity and inhabited areas covered by 5G.  

 

The benefits of digitally-aware development have been defined in Italy by the “Strategy for Technological 

Innovation and Digitisation”, one of whose main challenges is to accelerate the transition to a digital 

society, prepared to achieve the above-mentioned European targets. This strategy intends to innovate 

by safeguarding the economic, environmental and social sustainability and guaranteeing equal 

opportunities for participation. In 2022, more than 45% of Italian companies adopted forms of remote 

working, allowing their employees to work from home at least one day a week. Italy also ranks third in 

terms of readiness for 5G. Investments in telecommunications, networks, software, automation and other 

technological infrastructures, which are essential for reaching European targets, must be accompanied 

by the spread of a culture and training that will enable the new technologies, which in turn are oriented 

towards a sustainable and circular economy, as well as hinging on digitisation and artificial intelligence. 
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The NRRP intends to direct 22% of the available funds towards a major digital acceleration in the country, 

as a lever to give a decisive boost to the country’s competitiveness. By virtue of their relationship with 

the public administration and SMEs, utilities play an important role in supporting digital transformation, 

in particular through digital services for optimising the yield of production processes, but also through 

sensors installed for data collection and analysis, without forgetting connected machinery for automatic 

task performance and predictive maintenance. Examples of this can be found in the various applications 

in the relevant businesses, such as data-driven energy management solutions, thanks to connected and 

smart-sensor-equipped systems and devices inside public buildings, or sensors and smart devices 

distributed throughout the territory, coordinated and integrated by digital platforms that process the 

generated big data for resource planning and service optimisation. The widespread presence of digital 

technology affects all aspects of business operations, extending the changes to the point of translating 

into additional and new value-added services.  

 

The increase in infrastructural requirements, which continues to drive the demand for investment in 

connectivity and remote collaboration tools, for utilities focuses on the need for connectivity and security 

applied to remote working and also multi-channel interaction with the customer, without forgetting the 

management and sensitisation of infrastructures across the area served. The digitisation process is also 

fuelled by incremental investments in Artificial Intelligence and hyper-automation, Internet of Things and 

Internet of Behaviors (IoB), distributed cloud and 5G. Operation technology (OT) or remote management, 

which had developed over the past few years as a niche area limited to plant effectiveness and with little 

attention to cybersecurity aspects, requires companies to increase investments in order to reduce system 

fragility. In this context, it is essential to continue to deploy all available technological skills and resources 

to increase the level of protection and attention to cybersecurity risks, in order to counter threats and 

minimise possible consequences. Customers in all sectors, who are increasingly inclined to interact 

through digital channels, expect real-time responses and uninterrupted service availability, and therefore 

the advantage goes to the most proactive suppliers in terms of attention to behaviour and optimisation 

of consumption, but also, increasingly, additional services such as smart house and e-mobility. 

 

Cloud platforms have made high-performance connectivity available and enabled significant 

infrastructural economies of scale for exponential technology development, optimising the use of time. 

The availability of processing power also drives the spread of Artificial Intelligence and Robotic Process 

Automation applications with integrated Artificial Intelligence (IRPA), which are useful for making the 

most appropriate decisions on actions to be taken. The identification and formalisation of managerial 

processes that combine human and automated activities, balancing them according to the value added 

to the process, is therefore one of the issues to which all organisations will have to pay particular 

attention, not only in terms of organisational design, but also from the point of view of training and 

managerial monitoring. 

 

The enhancement of the human component is also fundamental for a balance between technology and 

people, focusing the organisation of resources on value-added activities, according to a pattern of 

intelligent integration, which is not limited to mere cost efficiency and purely replacements, but rather fits 

into the broader horizon of the Just Transition targeted by the European Union. The current historical 

moment has emphasised the need to address the priorities towards which corporate culture, leadership 

styles and models must be directed. The strong acceleration of the digital transformation confirms the 

need for an increasingly sensitive approach to relational aspects. When dealing with the consolidation of 

remote working, therefore, the ability of companies to develop distinctive and inclusive communities is a 

critical factor in their success, and its consolidation reduces the risk of the weakening of relational capital 

resulting from an irrational use of remote working. Repositioning individual priorities towards an all-round 

concept of individual well-being and the increased search for flexibility, combined with a growing need 

for work-life integration, are driving companies to seek constant alignment between individual and 

collective purpose.  

 

The digital workplace transformation and the interconnection on a single platform allow people to interact, 

share information and gain knowledge and skills. Research by the World Economic Forum in the energy 

and utilities sector, however, shows that 11.8% of workers are at risk of redeployment, with only 51% of 

them successfully re-employed. The socio-demographic evolution characterised by a lower birth rate and 

an increasing incidence of migration will also lead to an increase in the co-presence of different 

generations within organisations and an increasing focus on diversity and inclusion issues. The ongoing 

technological, energy and environmental transitions, together with the evolution of organisational models 
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and ways of working, have an impact on the evolution of skills and learning models, but also on a concept 

of leadership based on authenticity, autonomy and transparency, on performance management beyond 

the boundaries of space and time, and on a greater search for agility and participation in work regulations. 

The emerging roles on which to focus training investments will depend on skills related to digital 

transformation, energy transition (with a focus on decarbonisation and renewable energies), the 

environmental transition (with a focus on circular economy, climate change and green finance) and, last 

but not least, problem solving and self-management, thus underlining the increased importance of “soft 

skills”. The technological ability to acquire huge amounts of data makes it even more important to invest 

in the human ability to read it and make it “speak”, so that it can generate the expected value. At the 

same time, while the increasingly pervasive adoption of remote collaboration tools has created a change 

in the way of working and measuring performance, the ability to provide an environment that is also 

connected in terms of human relations becomes, for this very reason, sought after and valued. The wider 

presence of performance management skills, through rooted trust, responsibility, motivation and 

autonomy, is necessary to ensure the achievement of objectives in a context in which the working time 

factor is becoming less and less important compared to the result, and has proved to be crucial. Employer 

branding, moreover, will be decisive in attracting and retaining talent; engagement and inclusion, 

interconnected by the idea that each person must be valued and encouraged to express his or her 

potential, are fundamental to maximising performance. 

In order to generate value for people, it seems increasingly important to move towards structured data 

governance and to develop sustainable and circular behaviour. Enabling experiences and paths in 

training and development that are increasingly defined by a rationale of individual and collective 

responsibility will make it possible to face future scenarios that are changing and not always predictable. 

Flexible organisational models used to increase agility and resilience, individual empowerment actions, 

accompanied by a rethinking of working methods, the reinterpretation of space and time, and the well-

being of people, are therefore drivers for the valorisation of human capital and as a consequence for 

increased productivity. In this respect, the creation of fair and inclusive environments is essential for the 

responsible financial community, and the commitment to promoting policies of inclusion and protecting 

diversity must increasingly translate into a fight against discrimination in the workplace. 

 

 

Strategic approach and management policies 
 

Scenario analysis is a methodology for defining useful inputs for strategic plans to increase the 

effectiveness of the business model over time.  

This type of analysis involves a process aimed at testing a strategy’s resilience under different 

assumptions describing possible future states. For the Hera Group, it is essential to analyse the potential 

impact, positive or negative, of various economic-financial, business, regulatory, competitive, 

environmental, technological and human capital scenarios that are different from each other, but equally 

plausible and internally consistent. 

The study of scenarios has also been applied to climate change, in order to understand how physical 

and transitional climate opportunities and risks may plausibly affect business and its various areas over 

time. 

 

The reference framework within which the Group’s strategy has been developed in the various areas 

consists of three areas: 

▪ the environment, in order to respond in a concrete way to the threats linked to climate change, by 

regenerating resources and strengthening the resilience of the assets managed, favouring the energy 

transition and aiming at carbon neutrality; 

▪ socio-economic factors, in order to match developments in the Group’s size with the generation of 

an increasing portion of shared value, to positively affect the well-being and prosperity of stakeholders 

and the areas served; 

▪ innovation, to drive the evolution of the Group’s activities, thanks to the opportunities offered by the 

most advanced technologies and digitalisation, with the aim of increasing the efficiency and quality 

of the services provided, multiplying opportunities for stakeholder engagement and accelerating the 

spread of behaviours and skills capable of responding to the challenges of a constantly evolving 

context. 
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