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Organic growth and M&A: the two levers 
of Hera’s expansion model fuel sound 
nine-month 2015 results  
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Dear Shareholders,  
Nine-month 2015 results approved 
today by the BoD once again prove 
that Hera, from the beginning of the 

economic crisis, in 2008, has followed a path of 
continuous EBITDA growth, while improving its 
fi nancial strength. 
We have consistently based our development 
model on two diff erent, eff ectively integrated 
levers: organic growth and M&A.
The 13.5 million euro increase achieved at EBITDA 
level vs. the 2014 fi rst nine months (+2.2%) has 
been mainly driven by the volume expansion 
linked to more favourable weather conditions, 
both for colder temperatures in winter and higher 
temperatures experienced during summer 
months. Even the good operating performance 
in the Water sector has provided a substantial 
contribution. In the meantime expansion on the 
electricity market continued, with the acquisition 
of 61,000 new clients. A well-diversifi ed business 
portfolio has allowed consolidated EBITDA to 
achieve progress, despite the setback in the 
Waste business, where we lacked part of our asset 
capacity, due to the unavailability of some landfi lls 
and the extraordinary maintenance of some WTE 
plants.
On top of those organic growth factors, 
we benefi tted from the synergies that 
AcegasApsAmga integration continues to 
generate.  

On the M&A side, Amga Udine, which we have 
consolidated starting from 1st July 2014, added 
a substantial contribution. After the acquisition 
of Alento Gas (company selling methane gas), 
completed in May 2015, in the last few months 
we have also completed the acquisition of 
Akron (waste treatment company), whose 57.5% 
we already controlled through Herambiente, 
therefore it was fully consolidated. In addition to 
the assets that Akron brings into the Group, we 
also benefi t from lower minorities.
Lastly, as regards the M&A issue, we will 
strategically strengthen our landfi lls’ capacity, 
while market volumes are recovering, thanks 
to the acquisition of a specialised operator: 
Geonova. 
As already experienced in the half-year report, we 
succeeded in achieving a bottom line increase 
(+12.3%) exceeding that of EBITDA (+2.2%), 

thanks to the optimisations achieved in both 
fi nancial and fi scal areas. 
Moreover, our Group grows while maintaining 
healthy fi nancial strength, as net fi nancial debt 
stable at the levels of 2014 year-end proves, even 
after remunerating our shareholders by paying 
attractive dividends.
We have therefore all premises, in terms of 
“two levers’ development model” and fi nancial 
fl exibility, to take full advantage from the 
opportunities that the year 2016 will off er us, both 
in regulated and liberalised businesses.

Tomaso Tommasi di Vignano

The growth rate of net profi t post minorities 
(+12.3%) sizeably exceeds that of EBITDA 
(+2.2%)

HERA GROWTH CONTINUES 
TO BENEFIT FROM TWO 
DRIVERS, I.E. ORGANIC 
EXPANSION AND M&A
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Focus on 2015 nine-month results

2015 nine-month results02

/// 2015 nine-month results present sound growth rates (+8.5%) of the P&L headline. All value creation areas –
operating, financial and fiscal level – provided a positive contribution, leading to a 12.3% increase in Net Profit 
post Minorities.

/// Thanks to strong cash flow generation and sizeably lower net working capital, at the end of September 
2015 net financial debt amounted to 2.64 billion euro, a stable level compared to 2014 year-end, even after the 
payment of 142.3 million euro for the FY2014 dividends.

/// The 11.8% increase in Gas EBITDA has provided an essential contribution to the consolidated EBITDA growth. 
Waste and Electric Energy operating performances have been penalised by extraordinary factors.

In the first nine months of 2015 Hera Group Revenues increased by 8.5%, 
driven by strong performance in the Trading area (+200 million euro) 
and higher volumes sold in the Gas and Electricity areas (+100 million 
euro).

As of 30 September 2015, EBITDA reached 640.2 million euro, improving 
by 2.2% compared to the 626.7 million euro of the same period of 2014, 
thanks to sound performance achieved in Gas and Water. Depreciation and 
Provisions grew by 2.9%, mainly reflecting the new consolidation perimeter; 
as of 30 September 2015, EBIT reaches 317.3 million euro, showing a 1.4% 
increase vs. the same period of 2014. 
The finance area presents a strong performance, with financial operations 
amounting to 98.8 million euro, with a 3.9 million decline vs. the first nine 
months of 2014 (-3.8%), due to the decrease in net debt and the lower 
average cost of the debt itself, thanks to successful 2014 refinancing 
activities. The contribution offered by subsidiaries and joint ventures is 1.2 
million euro, higher than in the same period of 2014.
The fiscal area shows a substantial improvement, with tax rate moving from 
41.1% in the nine months of 2014 to 38.2% in 2015. Such decline is mainly 
due to the Robin Hood Tax cancellation and lower IRAP (Regional Tax on 
Production Activities).

Moreover, as of 30 September 2014 Hera posted 2.5 million euro of non-
recurring financial charges, due to equity holdings’ write offs. There was no 
similar item charged in the Profit & Loss Account of the first nine months of 
2015.
Net profit therefore amounts to 134.9 million euro, showing a 12.5 million 
euro increase vs. the same period of 2014 (+10.2%). Lastly, net profit after 
minority interests, equal to 125 million euro, rises by 12.3% (+13.7 million 
euro) compared to 30 September 2014.

Consolidated EBITDA presents 
a sound overall performance 
(+2.2%), indicating the average of 
inhomogeneous results in different 
business areas. The improvement 
recorded in the EBITDA of Gas 
(+11.8%) and Water (+5.7%), 
for an overall amount of 30.9 
million euro, have offset the lower 
contribution from the EBITDA of 
Electric Energy (-14.5%), Waste 
(-2.3%) and Other Services, for a 
total decrease of 17.1 million euro. 
The Gas area increase reflects the 
strong expansion of volumes sold 
(+35.8%), thanks to the Amga 

Udine and BSTC acquisition, the 
Default gas service, the growing 
trading volumes and lower 
temperatures compared to those 
exceptionally mild experienced in 
winter 2014. The 5.7% growth in 
Water EBITDA mirrors the positive 
impact of the new 2015 tariffs 
set by the Authority. The EBITDA 
of the Waste area shows a 2.3% 
flexion, essentially due to the 
unavailability of four plants for 
maintenance activities. However, 
revenues’ performance is very 
positive, especially thanks to 
the sale of green certificates, the 

rising of disposal prices and new 
operating flows coming from 
the integration of Akron and 
the newly established company, 
Hestambiente. The contribution 
to consolidated EBITDA deriving 
from the Electric Energy business 
presents a 14.5% decrease, due to 
some extraordinary equalisation 
items that provided a positive 
contribution just in 2014. Electric 
Energy revenues are anyway 
increasing, confirming the positive 
trend in both volumes sold (+6.4%) 
and in the number of clients (+7.8%, 
equal to 61,000 new clients).

n Waste
n Water
n Electirc Energy

n Gas
n Other

9M 2015 EBITDA 
BREAKDOWN

27.3%11.7%

31.8% 26.9%

2.3%

EBITDA 

Waste 176.5  172.5  -2.3%

Water 165.2  174.7  +5.7%

Gas 182.2  203.6  +11.8%

Electric Energy 87.3  74.7  -14.5%

Other 15.3  14.8  -3.6%

TOTAL 626.7  640.2  +2.2%

 30 Sept 30 Sept   
m € 2014 2015 Change

2015 NINE-MONTH RESULTS
(figures in million euro)

REVENUES 
3,246.4 (+8.5%)

EBITDA 
640.2 (+2.2%)

EBIT 
317.3 (+1.4%)

NET OPERATING INVESTMENTS 
220.6 (-0.6%)  

NET FINANCIAL DEBT 
2,638.6
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Hera has decided to adopt an innovative technology, 
developed by the Canadian group Riva Modeling Systems, 
which allows to enhance quality and continuity of services 

supplied to users and, at the same time, to limit network’s 
maintenance and replacement costs. Such technology, through 
asset management optimisation, leads to predictive maintenance, 
which allows the operator to repair, replace or maintain portions of 
the plants BEFORE the damage occurs, as in the case of high-speed 
trains and aeronautics.
Hera has integrated that software with its own systems, launching 
a Pilot Project already active for approximately 6,000 kilometres, 
namely in the Rimini aqueduct and in the Bologna gas service. Hera 
has planned a gradual extension of that programme to the entire 

Group network starting from next year, once the test phase will be 
over. The software, already implemented in Canada, United States 
and Australia, analyses historical breakdown data and calculates 
the risk profi le of every asset through correlations with technical 
parameters. In doing so, it paves the way to long term strategic 
planning of both development investments and interventions 
aimed to ensure full infrastructure functionality over time. 
The system output allows to control or to replace part of the 
networks only where it is actually necessary, given certain 
breakdown probabilities. 
The predictive maintenance off ers relevant advantages over the 
need to fi x an unforeseen breakdown or damage, assuring both 
resources optimisation and service continuity. 

Excellence and innovation at Hera
/// The two projects that we examine in this newsletter represent an eff ective example of the strategic priorities 
that Hera has identifi ed as pillars of its Business Plan.

In September, Hera had a loan of 
129 million euro from the European 
Investment Bank (EIB), aimed to 

fi nance several projects, included in the 
Company’s 2015-2019 development plan, 
which are mainly focused in the upgrade 
and expansion of gas and electricity 
distribution networks in the North-East 

of Italy. The collaboration with the EIB has 
grown over time: in the last three years, 

the Bank granted to Hera loans for a total 
amount of approximately 600 million 
euro. 
The new funding is part of the ongoing 
fi nancial optimisation carried out by Hera. 
Presently the Group net fi nancial debt has 
an average duration of eight years and is 
85% fi xed rate.

/// The Pilot Project currently under way, through an advanced software technology dedicated to assets control and 
maintenance, allows Hera to minimise maintenance expenses and to strengthen the service level provided.

Predictive Maintenance of Hera Networks

A customer-oriented approach, striving to improve 
satisfaction, is a core part of Hera’s growth strategy.
The project presented by the Waste Services’ business unit 

of AcegasApsAmga won the 2015 Internal Corporate Award for 
Excellence, distinguishing itself from other initiatives developed 
within the Group, thanks to its proven eff ectiveness in meeting 
customers’ needs and in minimising Company’s costs. Three 
diff erent channels with an automatic management of front offi  ce 
have made considerable development progress over the last year: 

• The telephone call centre;
• The “Rifi utologo” App for smartphones (for waste disposal);
• The online form available on the corporate website.

In addition to those channels, manually managed tools, like 
traditional mail, email and fax, are always at clients’ disposal.
The user-friendly and practical features characterising the automatic 
services also helped their growing spread. The extension of the 
opening hours of the call centre until 10:00 p.m. from Monday 
to Friday and until 6:00 p.m. on Saturday was indeed very much 
appreciated, as well as the possibility to download an app allowing 
the user to send geo-referred notifi cations about waste and 

to receive in turn a push notifi cation once the issue has been 
addressed. When contacting the AcegasApsAmga customer service, 
a growing number of people is choosing to fi ll the online form on 
the website, which automatically redirects the alert to the interested 
department and sends the user an email or a text message once the 
issue has been solved.

/// Higher users’ satisfaction and opportunity for Hera to optimise the management costs of clients’ notifi cations.

NEW CUSTOMER CARE TOOLS

NEW FUNDING OF 129 MILLION EURO FROM EIB  
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Following the release of 1H2015 results, which took place on 26 August, supported by 
healthy fundamentals the Hera shares started a new uptrend, which has led the price 
to reach year’s highs, while outperforming the Italian all-share index that, especially in 
September, reflected the uncertainties about the growth of Emerging Economies and the 
monetary policy of the Federal Reserve.
In that scenario, on 26 October 2015, some Hera’s Public Shareholders successfully 
completed an Accelerated Book Building; through a quick and transparent process, 16 
Municipalities sold 20 million Hera shares to ca. 30 institutional investors, mainly abroad. 
Such disposal, corresponding to 1.3% of total Hera’s share capital, has led the overall 
stake held by Municipalities from 53.8% to 52.5%, so increasing free float. Since demand 
exceeded twice the offered amount, the placement took placed at a price (2.34 euro) that 
represents one of the lowest discounts for similar transactions over the last four years in 
Italy, ie 2.6% below the closing price of the previous day.  

Hera’s consensus target price is 2.62 euro, substantially 
in line with the 2.64 euro level recorded at the date of 
the last newsletter. At current prices, the stock potential 
room for revaluation is around 10.5%, when compared 
to the average target price indicated by the analyst 
coverage. The picture of brokers’ recommendations 
remains very favourable. The initial coverage of a new 
broker, MainFirst, who issued a positive rating, joins 
the buying recommendations of other five analysts 
(namely 3 Buy, 2 Outperform and 1 Add). The remaining 
three brokers have a neutral rating, while selling 
recommendations are completely absent. Moreover, 
Hera continues to be a component of the Conviction Buy 
List of Goldman Sachs. 

ANALYST COVERAGE

Financial Calendar2015
/// 11 November 2015 
BoD for the approval 
of 9M 2015 results 

Hera share
Price as at 11 November 2015: 2.37 €
High-Low 365 dd: 2.45-1.92 €
No. outstanding shares: 1,489,538,745
Mkt. Cap.: 3.53 bn €
 
Consensus target price: 2.62 € 
(source: broker research)

Hera’s stock index membership
FTSE Italia |All-Share Capped + All-Share+ Mid Cap + Public Services
STOXX|Total Market Index+Europe+Europe ex-UK+Italy 
STOXX|TMI+Europe in the segments: Utilities, Gas-Water & Multiutilities, Value
Axia Ethical
Kempen SNS Smaller Europe SRI Index
FTSE ECPI | Italia SRI Benchmark + Italia SRI Leaders + Ethical Index EMU

n Public shareholders’ pact
n Private shareholders’ pact
n Free Float

Shareholders

Banca Akros 2.60 Buy 
Banca IMI 2.70 Add 
Equita 2.60 Hold 
Fidentiis Equities 2.55 Hold 
Goldman Sachs 2.85 Buy 
Intermonte 2.40 Neutral 
Kepler Cheuvreux 2.55 Buy 
MainFirst 2.61 Outperform 
Mediobanca 2.70 Outperform 
Average 9 brokers 2.62  

Target price € RatingBroker

10 November 2015

/// CONTACTS
Head of Investor Relations
Jens K. Hansen
T.+39 051 287737
jens.hansen@gruppohera.it

/// The next issue of this newsletter 
will be in March 2016.

/// HeraNews
Managed by 
Jens K. Hansen
Concept and editorial contents
Blue Arrow, Milano
Graphics
moma Studio, Milan

n FTSE Italia All-share Index  n HeraHera vs. FTSE Italia All-share Index – Performance since beginning 2015
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