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The Report

Reading this Report

For the Hera Group, the Sustainability Report iprianary tool for reporting on its
activities and results in the economic, environrakaind social fields, as well as a
fundamental tool for providing information to anidldguing with stakeholders.

Since 2008, the Sustainability Report has beencappr by the Board of Directors of
Hera S.p.A. when the Financial Statements are &pgrdhis aspect testifies to the role
that this instrument has within the company’s plagrand control system.

Dedicated meetings have increased the distrib@ooass communities served, with the
distribution to all customer branches and througgial press, to all employees and other
various stakeholders.

Hera’s Sustainability Report provides the principlehich guide our actions, the
performance achieved, the objectives reached cadparstated and future objectives,
the results of our dialogue with stakeholders amgepts in the field.

Within the Report, particular importance was acedrtb local projects.

Some of the technical terms used in this documentlefined in the attached glossary.

This Sustainability Report, the eleventh publisilsdthe Hera Group, can also be
viewed on the internet site www.gruppohera.it, vehgrcan be downloaded both in
Italian and English.

An accessible version of the report is availablettoa Group’s internet site, in Italian

and in English, which includes further documentatiand details. The document
indicates the issues for which additional inforroatis available on the website.

You will find an assessment sheet in this repdris lextremely important for us to

receive information since this will enable us topmwve the content matter and
presentation of the Sustainability Report: judtifilthe attached form and send it back
to us.

We hope you enjoy reading our report!

The greenhouse gas emissions created by the usapef for the preparation of this
Sustainability Report have been neutralised thaakidera’s compliance with GAIA,
the Life project jointly funded by the European Guoission and furthered by the
Municipality of Bologna in partnership with Cittali Impronta Etica, CNR and
Unindustria Bologna, with the aim of increasingeagreareas in the city of Bologna by
means of planting new trees. Hera’s compliance @ifiA during 2013 took practical
shape in the start of the “Give a tree to your’ca@gmpaign, promoting online bills.
Through this campaign, Hera aims to plant two thodsnew trees in urban areas. The
number of trees required to neutralise this Repdrbe added.

Hera is a member of Impronta Etica, an associdon s
promoting Corporate Social Responsibility. { |mpr0nta

Etica




Information:

Corporate Social Responsibility Department, Hepa/s.
Viale Carlo Berti Pichat 2/4

40127 Bologna

Tel. + 39 051.287.038

Fax + 39 051.287.224

csr@gruppohera.it

www.gruppohera.it



Drawing up this report

Standards

The 2012 Sustainability Report was drawn up onliasis of the AA1000 standard
which provides the steps required for preparingad@nd sustainability reports.

The report content matter was selected in compdiamith GRI and GBS guidelines,
and taking into consideration the information deemseful for corporate stakeholders.
In this issue of the report, guideline G3 (3.1 w@rsis used as a reference for the sixth
year and the sectorial supplement dedicated t&kbetric Utility sector (Final Version
of the Sustainability Reporting Guidelines & EléctiUtility Sector Supplement
approved in April 2009) is used for the fourth year

The G3 Reporting Guidelines were drawn up in 20péhle Global Reporting Initiative
to evaluate the economic, environmental and sqoéformance of companies; in
March 2011, the 3.1 version of the guidelines walsliphed with additions specifically
concerning local communities, human rights and gemdoblems. The Electric Utility
supplement was created in 2009 by the Global Reygpohtitiative and contains specific
indicators for the electric utility sector; the @po di Studio per il Bilancio Sociale
(GBS) had, instead, proposed its Principles folRteparation of Social Report in 2001.

On 8 June 2004, the Hera Group ratified its commitirto the aims of the Global

and support for certain fundamental principles esldting to standards;f’
applying to work, human rights and environmentdégaards. In 20115
Hera’s annual communication on progress achievealesented by the /)
Sustainability Report, was acknowledged as of aramackd level within \\\L "2!

the Differentiation Programme launched by Globampact in February
2011. WE SUPPORT

Structure of the document

The first two sections of the report provide ancactt of how the company was created,
its identity, mission, corporate strategies, sustaility policies and the key indicators
for assessing economic, environmental and sociatagwability. The third section
describes the methods applied for the dialogue wsi#tkeholders. The fourth section
highlights corporate economic returns by meanshef rhethodology based on value
added allocated to stakeholders proposed by the. GBS next sections provide an
account of the results achieved for each classtakelolder, given as performance
ratings of a qualitative and quantitative naturd eglated to the objectives set forth in
the previous report and achievement of these. ¢h saction, the stakeholder listening,
dialogue and involvement initiatives are indicated.

The objectives for the coming years for each ctdsstakeholder have been set in line
with the company’s strategic planning instrumemtsertain cases, future targets which
the company has committed to have been specifigtdrwimeric indicators.



Reporting actions

The Report is drawn up on a yearly basis througbrazess that follows the steps
indicated in Guideline AA1000. An internal procedwras issued in January 2012 for
the preparation of the Sustainability Report, whildscribes the activities required for
planning, achieving, approving, disclosing and enéisig the report and the associated
responsibilities.

The social and environmental sustainability objexgiset out in the Report have been
defined with reference to the planning and coninstruments used by the Group:
Business Plan 2012-2016, Budget 2013 and Balanceate@rd 2013. These
interconnected instruments contain sustainabilltjectives which have an effect on
stakeholders. In particular, the Business Plan 205 includes further sustainability-
related indicators for which quantitative targetsvdn been defined. The final data
collection actions required for the report entailleel distribution of forms providing the
technical indications used to construct the indicat

Lastly, in defining the contents of this Reportthwihe objective of complying as fully
as possible with the principle of “materiality” tie GRI guidelines, the results of the
analysis of the 2012 press review, blog, forum ae@sgroup as well as the results of
the activities for stakeholder involvement weresidared.

SA8000 Reporting

This Sustainability Report is the tool for extercaimmunication and for stakeholder
engagement support, set out in the SA8000 standdidh started to be applied in Hera
in 2012. During this phase, the standard was apptiecHera S.p.A., i.e. to the working
conditions of the parent company’s 4,109 employ@esund 63% of the Group’s

employees). During a second phase starting in 20i4standard will be extended in
order to reach over 91% of Group employees (witk #xception of Marche

Multiservizi).

The Guidance Committee for the Sustainability Repdrand the work group

The reporting process was led by a Guidance Comenitomposed of the Chief
Executive Officer, the General Manager of Operajorthe Corporate Social
Responsibility Manager, the Energy Manager, theliQuaafety and Environment
Manager, the Chief Executive Officer of Hera Conthe, Water Manager, the External
Relations Manager, the Chief Executive Officer @r&mbiente, the person in charge of
Management Control, the Environmental Services Manathe Technology and
Development Manager, the Administration, Financed adontrol Manager, the
Operations Technical Services Manager, the Gehaahger for Development and the
Market, and the Customer Technical Manager.

This report was drawn up by the Corporate SociapBesibility Department of Hera
S.p.A., with the participation of numerous contabtsth in terms of data collection and
for the descriptions and comments.



Guidance Committee:

Maurizio Chiarini, Roberto Barilli, Filippo M. Botg, Angelo Bruschi, Ennio Dottori,
Cristian Fabbri, Franco Fogacci, Giuseppe Gagliadlaudio Galli, Rita Malossi,
Tiziano Mazzoni, Salvatore Molé, Luca Moroni, Frar@ami, Stefano Venier, Susanna
Zucchelli.

Corporate Social Responsibility Department:
Filippo M. Bocchi, Paola Brandolini, Benny Buozzi;abriele Magli, Gianluca
Principato.

The following persons contributed to the preparatbthe 2012 Sustainability Report.
Luciano Agostini; Patrizia Albertazzi; Marta AleStefano Amaducci; Marco Amesso; Roberto Anello;
Claudio Anzalone; Alberto Apollo; Alessandro ArmizZlaudio Artioli; Silvia Baccarani; Stefano
Baldassini; Valentina Balducci; Teresa Barbera; giderBaroni; Cinzia Barraco; Andrea Basso;
Alessandro Battistini; Roberto Bazzani; Paola Bazhg Beatrice Beleggia; Marina Bellei; Denis Benat
Davide Bigarelli; Cecilia Bondioli; Enrico BordiggrnPaolo Bosi; Sandro Bosso; Carlo Botti; Giacomo
Bracali; Guglielmo Calabrese; Alessandro CamilldRiaffaella Camporesi; Giancarlo Campri; Ugo
Canonico; Chiara Canova; Andrea Capano; Emilio @zgs9; Matteo Capponcelli; Alessandra Cascone;
Dario Casone; Michele Castaldini; Giovanna CavazRaolo Cecchin; Massimo Chiacchiararelli; Gaia
Cioci; Claudio Coltelli; Luigi Coluccio; Giovannadppini; Michele Corradini; Elisa Costa; Adriana
Covizzi; Barbara Cremonini; Margherita Cumani; @na Dal Pozzo; Giuseppe D'Aleo; Roberto Dardi;
Isabella Data; Giuseppe Devoto; Stefano Di Tilldegsia Evangelisti; Cristian Eziotti; Franco Fabbri
Mila Fabbri; Erika Fabbri; Roberto Fabbri; Dariorika; Gian Battista Fauché; Fausto Ferraresi; Carlo
Ferri; Fabrizio Ferri; Giovanna Filanti; Stefandigfionio; Riccardo Finelli; Mara Fiorini; Matteo Bohi;
Giacomo Fossi; Alessandro Gaddoni; Francesco Gal#dsssandra Galeotti; Cristina Gasperini; Loris
Gavagna; Patrizia Gavioli; Elena Giudice; Luca @Gioklli; Daniele Giunchi; Giorgio Golinelli;
Francesco Gramolini; Claudia Grassi; Filippo GtigdeMarcello Guerrini; Monica Guidi; Valeria
Guizzardi; Jens Klint Hansen; Salvatore Rudi laspMarco Impiglia; Sabina Isidori; Katia Laffi; Givia
Lambertini; Fortuna Laselva; Lorenzo Lazzaroni; DlavLombardi; Patrizia Lombardi; Marco Longo;
Nicoletta Lorenzi; Barbara Lucchesi; Maurizio MagagMaria Cristina Magni; Micaela Maini; Marco
Malagoli; Isabella Malagoli; Stefania Malorzo; FabMarcantonini; Elena Marchetti; Luca Marchi;
Leonarda Maresta; Fabio Martelli; Michele Martigha®anilo Mascheroni; Pietro Carlo Masetti
Calzolari; Barbara Masia; Fabrizio Mazzacurati; tzaMinelli; Beatrice Montanari; Anna Montanari;
Daniela Montani; Antonio Monteleone; Mariarita Mexéecchi; Susanna Morelli; Alessandro Morgagni;
Catia Musolesi; Pietro Musolesi; Roberto Mussongni2zle Nasci; Cecilia Natali; Vincenzo Palazzo;
Paolo Paoli; Andreas Papageorgiou; Valentina PRasopliAlessandro Pastorino; Roberta Pé; Diego
Pedrini; Stefano Pelliconi; Carla Petraglia; Ang@ettazzoni; Silvia Pfnister; Rossana Piovani; aol
Piraccini; Alessandra Piromallo; Claudio Poli; Lore Pompei; Cinzia Pozzetti; Daniela Pulvirenti;
Andrea Ramonda; Gian Carlo Randi; Roberto RanarigiLRanieri; Giulio Renato; Carmelo Mario
Riccio; Marcello Rita; Barbara Romualdi; MichelamRg Valeria Rosati; Raffaella Rossi; Simone Rossi;
Maria Cristina Rovini; Giovanni Sandei; Stefanian@&roce; Marco Santandrea; Andrea Santinelli;
Alberto Santini; Marco Sarracino; Annalisa Schiatetro Selleri; Andrea Serra; Walther Sirri; Carlo
Sussi; Paolo Tangerini; Ivan Tani; Mauro Tivirdiitassimo Vai; Gianluca Valentini; Stefano Venturi;
Marco Venturi; Carlotta Venturoli; Roberta VeroneElmo Veronesi; Daniele Villano Rispoli; Leo
Violi; Stefania Virgili; Danilo Vivarelli; Paolo Zecherini; Alfonso Zagarri; Emanuel Zamagni; Rafael
Zanfini; Giulia Zanotti; Federico Zonarelli; ChiaZatti.

Scope of reporting

The scope of this document includes all the conmgsaim the Hera Group, consolidated
using the line-by-line method in the Group’s cordatied financial statements.
Furthermore, the companies in which the Group haldestments, Calenia Energia
(parent company holding of 15%) and SET (parentpaomg holding of 39%), which
manage two electricity power stations, were alsesitered only insofar as the aspects
involving atmospheric emissions. Compared to 20&lstope of reporting includes the



following companies: Energonut (which manages atevetsenergy treatment plant in
Molise and became part of the scope of consolidatidOctober 2012), Feronia (which
manages a landfill in Finale Emilia, Modena, anccdme part of the scope of
consolidation in January 2012) and Sviluppo Aml@ehvscana (which supervises the
construction of the waste-to-energy plant of SeBtorentino, Florence). Again,
compared to 2011, the merger by incorporation incebeber 2012 of Marche
Multiservizi Falconara (company managing the enwinental services in 6
municipalities in the province of Ancona) in Marchiltiservizi and the sale of the
business unit dealing with the Bologna cemeteryises to Hera Servizi Cimiteriali is
reported.

In certain cases, the findings do not tally fullytrwthe report, in terms of scope of
reporting. The data gaps in question (indicatechbies accompanying the individual
tables) may be ascribed, variously, to the lackestain items, or to the fact that certain
items are not sufficiently significant, or to thact that the pertaining data cannot be
collected by applying the same management anddegpprocedures.

Companies included in the scope of reporting (conBdated companies)

| Hera S.p.A. |
Services and General Operations
Information Systems Herambiente S.p.A. General Development and Market Division N
O Division
Central Division

« Famula On-line * Akron S.p.A. *Acantho S.p.A. » Marche Multiservizi * Hera Servizi

S.p.A *ASAS.c.p.A. « Eris S.c.r.l. S.p.A. Cimiteriali S.r.I.

« Uniflotte S.r.l. « Consorzio Akhea e Hera Comm S.r.l. * MMS Ecologica S.r.l.  Hera Servizi Funerari
Fondo Consortile » Hera Comm Marche < Naturambiente S.r.|. S.rl
« Energonut S.p.A. S.rl « Sinergia S.r.l. * Herasocrem S.r.l.
« Enomondo S.r.l. « Hera Energie S.r.l. « Societa
* Feronia S.r.l. * Hera Energie Intercomunale Servizi
« Frullo Energia Rinnovabili S.p.A. S.p.A.
Ambiente S.r.l. * Hera Luce S.r.l.
*Gal.A. S.p.A. « Hera Trading S.r.l.
* Nuova Geovis S.p.A. *Medea S.p.A.

*« Romagna Compost
S.rl

* Sotris S.p.A.

* Sviluppo Ambiente
Toscana S.r.l.

Among the associates and, therefore, not includedd Group’s scope of consolidation,
Aimag, headquartered in Mirandola (Modena), is twprof note: 75% of its share
capital is held by 21 Municipalities, 14 of whicklbng to the province of Modena and
7 to the province of Mantua, as well as Fondazi@assa di Risparmio di Carpi,
Fondazione Cassa di Risparmio di Mirandola and mghareholders. Hera S.p.A. is
reference shareholder and holds a 25% share cajpitaing the key information:

* Number of employees with open-ended contracts: 419

* Residents served — water service: 216,000

* Residents served — environmental services: 168,000

» Residents served — gas: 276,000

» Certifications held: ISO 9001, ISO 14001



In 2012, Aimag was awarded with tli@scar di Bilancioaward in the category of
unlisted small-medium enterprises since “submittinglear and complete reporting of
the objectives achieved and of those planned fofdtowing three-year period”.

Auditing of the Report

This Report was audited by an external companychviierified its compliance with
the GRI — G3.1 (Sustainability Reporting Guidelin&s Electric Utility Sector
Supplement) and GBS guidelines.

The corporate quality management system, certifreccompliance with the ISO
9001:2008 standard, envisages a procedure relatnghe preparation of the
Sustainability Report and collection of quality KSRIn a regular basis.

In terms of the levels of application identified these GRI-G3.1 guidelines (shown in
the figure), this Report reached a level of appiloca of A+, which corresponds to
complete application of the requirements of thelglimes, and an independent external
audit.
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Hera today

Awards received in 2012

Hera is one of the major multi-utility companies ”
ltaly, operating in 240 municipaliies of th® T0P Utility Award ,
provinces of Bologna, Ferrara, Forli-Cesdr® Premio Imprese per la Sicurezza
Modena, Ravenna, Rimini, Pesaro and Urbino, ii*  Top Employer
municipalities in the province of Ancona and ifi* CSR Online Awards —“Iplace
municipalities in the province of Florence. « Employer Branding Online Awards <'1
Hera provides energy (gas, electricity), water place
systems, sewage and treatment), and we KWD Webranking — P place
management (collection and disposal) services|te CEEP CSR label
total customer base of approximately 3 millice Areté Responsible Communication Awaj
users. From January 2013 AcegasAps, a njte Best Ranked IR Websites in Europe
utility operating in the provinces of Padua &
Trieste, joined the Hera Group.
Hera is a company renowned for its reliability, sooess and competitiveness. Its main
strengths lie in:
« the balance of its services, comprised of servinesaged according to free
market criteria (e.g. sale of gas and disposal pgfciml waste) and regulated
services (e.g. gas distribution, integrated wagevises, collection and treatment
of municipal waste);
» strong roots in the areas in which it operates;
» awidespread shareholding structure.
The shareholding structure in June 2012, the diddmupon date, includes 187 public
shareholders (holding 60.9% of shares, in all), &&8itutional investors and over
20,000 private shareholders (natural persons armmbate bodies that are not involved
in financial businesses).

The AcegasAps Group has joined Gruppo Hera

In 2012, the shareholders’ meeting of Hera S.p.Apraved the merger witp
AcegasAps. The merger by incorporation of AcegasAmdding into Hera S.p.A
entered into effect on 1 January 2013. Followisgc@mpletion, Hera S.p.A launched a
public cash and stock tendering offering on all ga®Aps shares.
The AcegasAps Group was created in 2003 followirggrherger of Acegas Trieste ahd
Aps Padova, creating the largest multi-utility c@np in North-Eastern Italy. It covefs
700,000 inhabitants and operates mainly in the gemant and distribution of watgr,
the distribution and sale of gas and electricibg production of electricity, and the
collection and treatment of waste. The AcegasApsu@iis also active in the Serbign
and Bulgarian gas sectors. In 2012, AcegasApswedeheOscar di Bilancioaward
for Listed Companies and Large Enterprises. Thestmious award is conferred o
companies that have distinguished themselves fer st economic, social apd
environmental communication.

11



2012 AcegasAps figures are reported below:
e Turnover of Euro 626 million

+ EBITDA of Euro 129 million

e 1,800 employees

e 700 thousand inhabitants served

History

The group was founded at the close of 2002 follgmame of the most significant
business combination operations ever conductedailly Wwithin the public utilities
sector.

After its establishment, deriving from the mergérla local public service concerns,
the company was partly privatized via the placihg4.5% of the share capital on the
Milan stock exchange (Borsa di Milano).

The shared aggregation process which led to thedton of Hera has continued over
time through various operations concentrated onpeones in the energy, water and
waste management sectors, operating in geograplaicss bordering the areas
managed.

The following are the most significant operations.

Agea joined Hera in 2004 (Agea is an energy andevamnagement operator in the
province of Ferrara), as did Acosea (integratecemnservice in the province of Ferrara)
and Ecologia Ambiente (treatment of special waste).

The merger with Meta took place in September 200&a is operational in Modena in
the energy, water and environmental sectors.

The company Geat Distribuzione Gas (gas distrilbutio Riccione) merged with the
group in early 2006. Always in 2006, Hera acquitied power grid from Enel in 18
municipalities in the province of Modena, and irmsed its equity investment in the
companies Aspes Multiservizi and acquired an equitgstment in SAT (multiutilities
operating respectively in the provinces of Pesa@rbino and Modena).

In 2007 the merger between Megas of Urbino and é&dpaltiservizi of Pesaro gave
rise to a new company, Marche Multiservizi of whible Hera Group will hold 41.8%.
The merger takes effect on 1 January 2008. Al®0V, the merger of SAT S.p.A. into
Hera S.p.A. was approved, with effective date daduary 2008.

Since 2009 Hera holds 25% of the share capitaliowfad, multi-utility operating in the
provinces of Modena and Mantua.

In 2011, the merger by incorporation of Sadori Ga® Hera Comm Marche, a
subsidiary of Hera Comm which it now holds a stak67.38%.

Among the extraordinary operations of 2012 wasatguisition by Herambiente SpA
of an additional stake in the share capital of Rexcsrl, a company operating in the
environmental sector in the province of Modena, iognto hold a stake of 70% and the
acquisition by Herambiente of the entire sharetehf Energonut SpA, owner of a
waste incineration plant located in Molise.

Lastly, the merger by incorporation of AcegasApddit into Hera S.p.A. is planned
for 2013.
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Services managed

Energy services Water services Waste Management
Services

Sale and distribution of| Integrated water Collection, recovery,
gas and electricity. services (civil and treatment and disposal
District heating, heat | industrial water system| of urban and special
management and public sewerage and waste
lighting purification)

Customers Gas: 1.1 million Water 1.2 million
Electricity: 541,000

Municipalities served Gas distribution: 167 | Water system: 225 Waste collection: 187
Electricity distribution: | Sewerage and
24 purification: 227

District Heating: 8
Public lighting: 59
Heat management: 162

Residents served 2.5 million 3.1 million 2.8 mitlio

Volumes Gas sold: 3.5 hillion Water sold: 252.7 Waste collected: 1.8
cubic metres million cubic metres million tons
Electricity sold: 9.5 Waste disposed of: 4.9
TWh million tons

Customers and municipalities served in the local @as*

Modena
Energy services: 476 thousand (67%)
Water services: 467 thousand (66%)
Waste management services : 495
thousand (70%)

Ferrara
Energy services: 202 thousand (56%)
Water services: 256 thousand (71%)
Waste management services : 135
thousand (38%)

Ravenna
Energy services: 242 thousand (87%)
Water services: 279 thousand (100%)
Waste management services : 279
thousand (100%)

Bologna
Energy services: 810 thousand (94%)
Water services: 845 thousand (98%
Servizi ambientali: 688 thousand

Rimini
Energy services: 36 thousand (11%)
Water services: 331 thousand (100%)
\Waste management services : 314
sand (95%)

Imola-Faenza
Energy services: 195 thousand (76%)
Water services: 257 thousand (100%)
Waste management services : 257 thousand (100%)

Forli-Cesena
Energy services: 329 thousand (83%)
Water services: 398 thousand (100%)
Waste management services : 398 thousand (100%)

Hera Group
Energy services: 2,6 million (71%), 171 municipalities
Water services: 3,1 million (88%), 227 municipalities

Marche Multiservizi . . . L o
Energy services: 250 thousand (68%) Serv_lz_l amplentall. 2,8 million (80%), 187
municipalities

Water services: 287 thousand (78%)
Waste management services : 274 thousand (75%)

* Number of municipalities and residents in the maipalities in which Hera manages at least onegner
service (distribution of gas or electricity, or tdist heating), water service (water systems, sewag
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purification) and waste management service (sepdrat non-separated waste collection, or sweeping)
and the percentage of total residents in the poevor the area of reference (as at 1 January 2012¢e:
Emilia-Romagna region).

The mission and values

The mission

“Hera’s goal is to be the best multi-utility in Iyafor its customers, workforce and
shareholders. It aims to achieve this through @rrtbdevelopment of an original
corporate model capable of innovation and of faygatrong links with the areas in
which it operates by respecting the local environime
For Hera, being the best means inspiring the @idktrust of:
e customers who receive, thanks to Hera’'s responsivenesshéir theeds,
quality services that satisfy their expectations;
« the women and merwho work at Hera, whose skills, engagement andipas
are the foundation of the company’s success;
» shareholders confident that the economic value of the compaitlycontinue
to be generated, in full respect of the princigesocial responsibility;
» the areas in which Hera operateswhere economic, social and environmental
wealth represent the promise of a sustainabledutur
» suppliers, key elements in the value chain and partnergrimwth.”

Charter of values

Integrity : Proud to belong to a group of people known fagirtthonest and upright
conduct

Transparency. Sincere, clear messages for all stakeholders

Personal responsibility Shared commitment to the good of the company
Consistency Living up to our Mission and Values

Company operational principles

Creation of value and social and environmental regmsibility: To be a company
that is sustainable in time, and to improve sociatyl the environment for future
generations

Service quality and excellencePutting customers first, as a trustworthy providé
services and safety

Efficiency: Promoting the value of available resources, nexasting them

Innovation and ongoing improvement Feeling you are part of a team that generates
ideas and improvement

Engagement and optimisation of personnelSharing knowledge for self-improvement
and improvement

Empowerment to chooseSelecting the optimal solution for growth
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The company’s Mission, Charter of Values and Opamat Principles are set forth and
detailed on the Group’s website, on the corpomatemet and in the Code of Ethics,
which is revised every three years.

The Mission, Charter of Values and Operational ¢iples were created with the
participation of the Hera Group’s entire workforamed were approved by the Board of
Directors of Hera S.p.A..

Managing sustainability

Corporate strategy
The Hera Group’s strategy is based on the corpangdsion and affirms the Group’s
desire to guarantee an innovative corporate moastd on a multi-business approach
with strong roots in the community, which placestainability as a key element of
company choices and lines of development.
The Business Plan defined by the Hera Group forpieod 2012-2016, takes the
direction adopted by the Group since its establesftifollowing organic growth lines
and development through external acquisitions.
In particular, the Business Plan addresses theculiff economic, regulatory and
competitive environment of today. It provides aieof strategic actions based on the
Group’s strong points, such as the expertise gaiyeithe Group and its economic and
financial solidity, with a view to anticipating thieiture dynamics of the sectors it
operates in.
The main guidelines developed in the Business &lan
e drawing value from the Group’s assets and focusim@perational efficiency
and on the ongoing improvement of the service kepebvided;
» strengthening its service portfolio, with a viewn@intaining a mix of services
ensuring both growth and profitability, while impienting an approach that
increasingly focuses on end consumers;
» developing networks following a smart area/smast approach with the aim
to ensure that the services provided meet the regeints of the local area;
» gradually reviewing the waste disposal plants, véthiew to increasing the
amount of plants dedicated to the recovery andctgxyof materials;
» developing initiatives regarding renewable sources;
* enhancing organic growth strategies and growthutincexternal acquisitions.
The strategic priorities of the Business Plan hbheen defined by taking into key
consideration sustainability in all its aspectsc{alp environmental and economic),
through:
e ensuring ongoing investment in personnel traingadety at the workplace and
internal climate;
« reducing CQ emissions from the Group’s plants;
* reducing water leaks and securing water supplies;
* maintaining quality and safety standards at leligber than those required by
the regulator and consolidating the quality lewaIstructures in contact with the
customer;
* maintaining the characteristics and strong locatgavhich have characterised
the Group’s development since its establishment.
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* increasing separate waste collection goals thrauglatl local areas and
optimising the management of waste disposal plants;
» consolidating the Group’s profitability and its @conic and financial balance,
increasing the value added distributed in the area.
The strategy outlined in the Business Plan oncenagafirms the Group’s contribution
to growth in both operational and economic termspdrticular, 2016 forecasts report
over 2.5 million customers served in the energysetotalling 4.5 billion cubic metres
of gas and 10.6 TWh of electricity sold, over 9@nts dedicated to waste disposal and
recovery (energy and materials) and around 90,d6Mktres of networks managed.

The “balanced” scorecard of the Hera Group

The Balanced Scorecard approach enables us to rasbganced” objectives to our
management team. “Balanced” objectives means obgxdistributed over four areas:
development, quality and corporate social respatisib organisational integration,

efficiency upgrading.

The Balanced Scorecard approach provides a methggpinpointing strategy which it
translates into day-to-day actions and objectivesan organisation-wide basis. The
innovation of this approach consists in considerthg achievement of strategic
objectives of social and environmental sustaingbifisuch as, for example, the
involvement of stakeholders, the increased quabtyservices to customers, the
professional development of employees and attertboanvironmental impact) as a
condition for the achievement of the economic andrfcial objectives over the medium
and long term.

What is the balanced scorecard?

The balanced scorecard is a strategic control sygighich can be linked to
employee incentive system), which is based on tmaection between strategy and jhe
day to day running of the company. It was devisethe early 1990’s by the American

academics, R. Kaplan and D. Norton. It has gengrateimmense following among
leading corporations in the USA and is now beirkgtaup by major European players.

Each year, the strategic map, updated based orahients of the business plan,
provides a summary of the strategic objectiveshef Group and its commitments to
stakeholders set forth in the Sustainability Report

To achieve the 29 strategic objectives for the psepof increasing the company’s long-
term value, 42 priority projects were selected miyithe 2012 budgeting process. These
were assigned to members of the Executive Commi@é¢hese projects, 4 fell within
the strategic macro-area of “Involvement of persbnmprofessional development,
dialogue with stakeholders,” 6 within the strategiacro-area of “Optimisation of
organisational model and software,” 5 within “Comma and tariff policy
development”, 6 within “Improvement of quality, eronmental impact and company
image”, 9 within “Development of plants, raw ma#tsi and complementary business
activities,” and, lastly, 12 projects within “Effency and rationalisation”.
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The 2013-2016 strategic map, updated in Septentid&? @n the basis of the 2012-2016
Business Plan approved in October 2012, led togdwm the viewpoints and strategic
objectives, with a view to strengthening aspedtted to supervision and relations with
the local area. Specifically:

» the customer viewpoint has been changed into custoamd local area
viewpoint;

* a new strategic objective has been added: “Plagingading role for the
sustainable development of the local area”.
The Group’s commitment to social responsibility twd view to integration (through
SAB8000 certification) with the Quality-Safety-Enmiirment systems has also been

strengthened. Specifically, the strategic objectieomotion of the QSE policy” has
been changed into “Promotion of the QSE policy smclal responsibility”.

Strategic map of the Hera Group 2013-2016

reating value for the
— company and T "
generating - stakehglde?‘ls in the 7 mcre?f'gﬁ-?a
positive long term profitability
cash flows
growing the

economic-
financial
viewpoint

ensuring
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[ 1 [
f acquisition o
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customer

retention
increase

customer
atisfaction

customer
viewpoint

consolidation of
services in the
territol

internal process
viewpoint

alignment with
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communication J— ethics
~and involvemer*p

ofessiona
development
and

¢ promotion of the o
QSA policy
sense of »organisationa focus on the

belonging and results-based
_ structure _
orporate cultu e ——— strategy and culture

information
system
effectiveness

training and
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viewpoint

@ development of plants, raw material and @ quality, environmental impact and
complementary businesses corporate image improvement
© commercial and tariff policy development() involvement of personnel, professional
development, dialogue with stakeholders

© efficiency and streamlining

(O organisational model and SW optimisation

All of the projects planned within the 2012 balashegorecard system were assigned to

a manager and inserted into the bonus system faupsmanagers and middle
managers.

Each project was defined, identifying:
» the process and result indicators with targetsiria Wwith the budget of the
Group, as well as the corporate departments retjtoreheir achievement;

» the key action plan for achievement of the progectives in terms of time
and cost.

The objective projects identified were monitoredaoguarterly basis by the Hera S.p.A.
Executive Committee and in the individual Budgeitsin
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The definition of objective projects and the qudytenonitoring system of the project
elements are a significant strategic managemettiment that ensures:
* integrations of the various perspectives for theal@ation of corporate
performance, in addition to traditional economid éinancial measurements;
* integration of the plan objectives into managenpeatesses;
e implementation of a continuous improvement prodessstrategic objectives
and the relative projects and indicators;
* highlighting and analysis of situations that argical for the achievement of
the objectives that were set and the definitioapEfedy corrective actions.

In 2012, focus was placed on spreading knowledgiefalanced scorecard process
and of the instruments related to it within the Grdy:
» providing (from November 2012) the company intranveith a section
dedicated to the balanced scorecard;
» drawing up a document introducing the balancedes@rd process which will
be given to every new manager and middle manager;
» defining, together with the Development, Trainimglarganisation Division,
the balanced scorecard training programme for neanagers and middle
managers as part of the institutional trainingwtgtithat will commence in 2013.

The strategic objectives which have the greategaaonon sustainability are:

* Reduction of environmental impacts.
Minimising the direct and indirect environmental patt of corporate activities to
safeguard the natural environment on behalf ofreugenerations. Reducing the use of
environmental resources by increasing by 23% eb#tgtr and thermal energy
production from traditional renewable sources (edetenergy — biodegradable part,
biomass stations, biogas from landfills, anaeroliigestion and purification,
photovoltaic plants and geothermics) within 2018 &y increasing by 22% electricity
and thermal energy production from renewable seuacel similar sources (through the
development of industrial co-generation). Furthecrdasing the disposal of urban
waste in landfills (12% in 2016), developing sepanaaste collection (64% in 2016,
with a 26% increase in separate waste collectiancppita) and strengthening plants
owned for the recovery of material from dry fraoso(2 new plants) and for the
production of compost and energy (3 new biodigsstétrogressing with initiatives of
efficient energy consumption with regard to plarftsilities and vehicles (26% of
vehicles with reduced environmental impact), andt@imment of water network losses
(24.5% in 2016). Progressing with the plan to modser the Group’s wastewater
treatment plants, in compliance with investmentedast in the area plans.

* Increasing quality and safety.
Investing to improve the quality of the service aheé relations with customers to
acquire a competitive advantage, also in callsdonders for the assignment of regulated
services. Further improving compliance with comnadrgquality standards for gas and
electricity services, and the standards set fortihné Service Charters for water services
and district heating (98.5% in 2016 for all perfames), and for all performances.
Guaranteeing average call centre waiting timesOo$&conds for residential customers
and 60 seconds for business customers and averagehbwvaiting times of 12 minutes
for residential customers and 4 minutes for businesstomers. Guaranteeing gas
service safety by continuing to increase the gapvden Hera service levels and
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regulatory requirements (network inspections anergencies). Completing the gas,
water and electricity network modelling. Continuitige roll-out plan for electronic gas
meters in compliance with legal requirements.

* Playing a leading role for the sustainable developent of the local area
Enhancing, reporting and communicating Hera’'s dbuation to the sustainable
development of the local area also with regardtbh@rogeographical areas. Ensuring the
sustainability of the services provided in the abgamaking investments during the
2012-2016 period (including AcegasAps e Aimag)ltioig around Eural,900 million:
over 1,200 million in the networks (600 million the integrated water cycle) and
almost 500 million in the waste management se®egarding network investments,
developing smart network sustainability projectsidgwater and gas, lighting and
connections). Contributing to the definition of tRegional Waste Plan and playing a
leading role in its implementation.

» Workplace prevention and safety.

Preventing and reducing occupational health andetygafrisks through the
implementation of management systems, training, ithlvement of and raising
awareness amongst all workers concerning workpkefety objectives and goals.
Repeating the “A year for Safety” programme inaatas with the aim to further reduce
the accident indices as set forth in the plan. Galig extending Hera’s approach to
health and safety in the workplace to all suppleard the monitoring of accident rates
to 80% of service and job suppliers in terms otieadrdered.

» Dialogue with stakeholders and the local area.

Further developing stakeholder involvement and odjaé initiatives, ensuring
transparent communication concerning company dmswsiwhich is able to distinguish
the Group and make it competitive. Consolidating promoting, through involvement
and dialogue with stakeholders, the model of aadlgciesponsible business capable of
reaching a balance between different interestsrder to improve competitiveness over
the long term and create shared values in the lagahs. Promoting Hera’'s
contributions to economic, social and environmed&lelopment for the local area and
for stakeholders, including through specific coteidn activities and dialogue with
stakeholders.

* Communication and workforce involvement.

Implementing systematic instruments for dialogughwine workforce and adopting the
consequent corrective actions (biennial internah&le surveys and improvement plans,
downward communication, meetings between Top Mamagé and employees, etc.).
Further improving the internal communication todharing strategies and objectives
during annual company-wide meetings. Maintaining plositive internal climate index

trend, reaching an ESI of 68 in 2015.

» Career advancement and efficient use of skills ankhow-how.

Strengthening the institutional and managerialntrgj model and making learning
processes more efficient to support technologicadl arganisational innovation
processes (strengthening of the Corporate Uniyergihd identification and

enhancement of the Apprenticeship Communities)ina with the leadership model,
promoting the acquisition of managerial skills reszy to be ready for the new
competitive context. Continuing with the Gradua®esject and providing continuity in

the definition of individual development paths tedsroles of responsibility for high-
potential resources. Making the Group’s approacbpiimizing diversity and respect
for equal opportunities an ever more concretetseali
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» Alignment with Code of Ethics principles.
Ensuring the constant diffusion of the company @hasf Values and Code of Ethics.
Monitoring compliance through the full implementati of the activation system
defined by the Board of Directors, providing forifieation and updating, if necessary,
in 2013 at the end of the second three-year pefiadplementation.

» Sense of belonging and corporate culture.
Disseminating corporate values and culture with dima of increasing the sense of
belonging of the entire workforce. Ensuring disseation of the contents of the Charter
of Values and the Code of Ethics (including its iempentation system) after changes in
the scope (acquisitions, integrations, etc.) alspdrforming new training activities for
the entire workforce. Completing in 2016 the impétation of the integrated
leadership model with the performance assessmeteraywhich favours alignment
between the corporate behaviours and culture.

* Promotion of QSE policy and social responsibility
Promoting the development within the Group of @egnated and certified management
system for quality, safety and the environmentsefisinating a culture of respect for
and enactment of QSE policy commitments. Contindiveggprogramme to extend the
certifications within the Hera Group in order tonmmise risks and increase the
company’s competitive position (especially as rdge€8A8000 and 1SO 50001).

The commitments to stakeholders listed in this re@we contained in the Hera
Balanced Scorecard. This is to provide guarantéesresistency and coherence among
the various instruments used for management an@\shent of the Group strategy
(Business plan, Sustainability Report, managenegrting, bonus system).

Hera ranked first among Italian utilities

attention to customers and residents. One of the &issessment areas specific@
considered environmental and social sustainabilitgluding relations with the locdl
community and the various stakeholders.

Corporate Social Responsibility within Hera

Hera acts to develop and promote corporate politsa view to adopting a corporate
model that is capable of meeting the needs of Hrews stakeholders in a balanced
manner. Hera has published the Sustainability Regpace its establishment, and added
Corporate Social Responsibility to its strategy, Hera considers CSR a valid
instrument for increasing competitiveness and a édeynent in reaching sustainable
development for the company and the local areahicit operates.

The Mission and Charter of Values expressed in Goele of Ethics dictate the
guidelines for corporate conduct and underlie eaporate action and relationship. A
shared Mission, Charter of Values and Conduct &éskedal in the Code of Ethics is the
strategic and cultural framework in which the Besis Plan takes shape, results are
reported in a transparent way through the SustdityaBeport, and economic planning
is carried out annually. The Balanced Scorecardtesysmakes it possible to
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differentiate the corporate strategy and sociabagsibility policies into specific
operational projects managed by managers and middleagers and periodically
monitored. These projects are an integral pati®ihtanagement bonus system.

This virtuous cycle of social responsibility withitera is characterised by numerous
initiatives of stakeholder involvement that allowr fthe examination of legitimate
claims and their opportune insertion as part of dbgorate policies and the relative
implementation instruments.

From strategy to daily management: a virtuous cycle

N

CODE OF ETHICS

S STRATEGIC PLAN, BUDGET,
SUSTAINABILITY REPORT
BALANCED SCORECARD

v
_~

OPERATIONAL PROJECTS

"~

Hera back to ranking first for online social resporsibility

After coming in 3rd place in 2011 and 1st place2010, Hera confirms its leading
position for social responsibility communicationlioe. The recognition was awarde¢d
by the prestigious ranking drawn up by Lundquist2@12, which monitors th
commitment of the 100 largest Italian companiesdimmunicating social performange
through their institutional websites. Hera rankstfvith 77 points out of 100, compargd
to a national average of just 34 points. Large g@laguch as Telecom lItalia (73 points),
Eni (72 points), Fiat (69 points) and Unicredit (@&ints) came in after Hera. Particufar
appreciation was shown for the wealth of informatavailable on the website and the
use of web-based dialogue tools such as applicgtiweb chats and social networks.

\v
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Key Performance Indicators

2005 2006 2007 2008 2009 2010 201% 2012

Economic Responsibility
Value added (in millions of €) 722.1 802.5 817.1 3% 977.4 1,0104 1,042.6 1,0756
Total investments (in millions of €) 346.9 504.8 14 429.7 429.3 353.9 324.9 289.3
ROI (Operating Income/Net Capital 8.8% 8.6% 7.4% 8.9% 8.1% 8.5% 87% 8.2
Employed)
EBITDA per open ended contract employge
(thousands of €) 65.4 68.5 74.2 82.7 87.5 93.6 99.4 101j2
Z)Zt)a' retum for shareholders since iSting| g oo, | 184606 | 171.8%| 5309  70.09%  721%  42.3%  59[7%

Social Responsibility

Open-ended contract employees (average o o o o o o d o
annual % of total workforce) 95.5% 93.2% 92.7% 93.7% 95.0 95.8% 96.2% 97.0%
Hours of training per capita 18.5 20.1 24.3 33.2 .023 23.0 28.1 27.5
Workforce attending at least one training 82.9% 92.5% 92.1% 97.6% 93.49 96.0% 95.6%% 97.1%
course (%)
Accident frequency index (number of
accidents/hours worked x 1,000,000) 50.1 47.5 42.4 37.6 32.6 29.6 23.40 2207
Internal climate index (score 0-100) 50 - 53 - 58 - 64 -
Index of customer satisfaction for
residential customers (score 0-100) 67 67 65 67 69 69 0 69
Compliance with AEEG and Service
Charter quality standards (gas, electrici 94.7%* 94.6% 94.8% 95.8% 97.5% 98.69 98.7% 99.5%

quality g ty
integrated water service, district heating)
Emergency gas services: percentage of callsy, 7o, 96.3% 96.8% 96.5%|  96.89 97.8% 98.9%  98.7%
with intervention within 60 minutes
Average call centre response time for 70.2 345 46.2 66.1 332 3358 37.4 39.9
residential customers (seconds)
Average branch operator waiting time 26.9 23.7 20.7 19.3 146 145 105 9.9
(minutes)

- - 5
:)/]?tlgggf supplies from local suppliers (% ) ) ) 66% 68% 64% 65% 65%
Value_ of supplies from I1SO 9001 certified ) ) ) 79% 77% 78% 79% 80%
suppliers (% of total)
SNtﬂai?]‘t’gO“mema' education programme| - 35 505 | 37622 | 36014| 45617 39,901 41,306 52,0017 ,9061
Environmental responsibility

Portion of energy produced from renewalle g ., 27.6% 27.3% | 32.0%|  27.69 25.8% 30.09  29.2%
sources (incl. waste-to-energy at 51%)
Portion of energy produced from renewaljle
sources (incl. waste-to-energy at 51%) and 50.8% 51.2% 51.1% 54.0% 63.19 67.8% 72.8% 71.5%
similar
Waste-to-energy plant emission levels vs
legal limits (real concentrations/legal limits: 22.4% 21.2% 19.3% 17.1% 13.49 13.0% 12.0% 11.0%
best value <100%)
Quiality of treated water vs legal limits (real
concentrations/legal limits: best value - - - - 35.5% 36.1% 38.3% 40.89
<100%)
Compliance with Kyoto Protacol (real 98% 86% 64% 70% 89% 57% 56% 549
emissions/assigned emissions)
Non-invoiced water (physical and
administrative losses from the civil - 8.48 8.33 8.00 7.87 7.99 7.83 -
aqueduct): cm/km of network/day
Separate waste collection 28.99 31.29 36.0% 42.0% 4.8% 47.8% 50.5% 51.9%
Kilos of separate waste collection per capgita 199 17 2 250 297 310 340 347 343
Vehicles using low environmental impact
fuels. (Methane, LPG, Electric powered) 9.2% 13.7% 14.0% 15.8% 17.6% 18.49 19.2% 19.3%
(% of Total)
Portion of urban waste collected for
disposal via landfill (% total collected solig - 37.0% 37.3% 36.0% 30.1% 25.0% 23.1% 21.4%
waste)

* Gas service.
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The instruments of governance

Corporate governance

Hera is a multi-utility company with public sectmajority shareholders and a markedly
diversified shareholder base. Regarding Corporateethance, the Group adopted
statutory procedures, with specific attention te tmplementation of the principles
contained in the Code of Conduct prepared by Bitasiana.

The main governance bodies of Hera are the Boardidéctors, the Executive
Committee, Board of Statutory Auditors, the intérc@mmittees and the Shareholders’
Meeting. The Board of Directors is supported in disties by 2 committees: the
Remuneration Committee and the Internal Control @dtee. The Board of Directors
has also established a Supervisory Body pursuabegeslative Decree no. 231/2001,
as well as an Ethics Committee to monitor the dmsation and implementation of the
principles in Hera Group’s Code of Ethics.

The Board of Directors

The Atrticles of Association which were applicablgiu31 December 2012 established
that the Board of Directors be comprised of 18 memlelected on the basis of lists.
Specifically, they provided that 14 members bedete from a majority list while the
remaining 4 members be selected from a minority Tise Shareholders’ Meeting of 15
October 2012, within the aggregation process withAcegasAps Group, adopted new
Articles of Association, applicable from 1 Janu@813, which provide that the Board
of Directors be composed of 20 members and, coesglgu that two new members be
appointed with the same date of effect. Article df7the Articles of Association
applicable from 1 January 2013, therefore, provige 16 members be selected from a
majority list while the remaining 4 members be std from a minority list. The local
authorities holding shares have entered into angofirust and Share Transfer Rules
Agreement which provides clauses on the methodrafihg the majority list, and there
is also another consultation agreement signed hyidority shareholders for the
appointment of members of the Board of Directors.

The articles of association provide that the Badrdll meet at least once each quarter
or whenever the chairman considers it necessagy meeting is requested by at least
one third of its members or the Board of Statutbuglitors; it furthermore provides that
the Board be vested with broad and unrestricted epewfor the ordinary and
extraordinary management of the company. It is emgped to carry out all such actions
as it deems necessary for and conducive to aclgekiencompany purpose except those
placed explicitly, by law or the Articles of Assatiobn, under the responsibility of the
Shareholders’ Meeting.

The Board of Directors met 13 times in 2012.
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Members of Hera S.p.A.’s Board of Directors

Executive Independent

Office Name and Surname . ; Committees*
Director Director
Chairman Tpmaso Tommasi di X EXEC
Vignano (1)
M_anaglng Maurizio Chiarini (1) X EXEC
Director
Vice Chairman Giorgio Razzoli (1) X EXEC, REE.II.\A CONT,
Director Mara Bernardini (1) X
Filippo Brandolini (1) X
Marco Cammelli (2) X REM
Luigi Castagna (1) X
Pier Giuseppe Dolcini (2) X
Valeriano Fantini (1) X
Enrico Giovannetti (2) X
Fabio Giuliani (1) X CONT
Luca Mandrioli (1) X CONT
Daniele Montroni (3) X REM
Giovanni Perissinotto (4) X EXEC
Cesare Pillon (4) X
Mauro Roda (1) X
Roberto Sacchetti (1) X
Rossella Saoncella (1) X CONT
Bruno Tani (2) X REM
Giancarlo Tonelli (1) X

* EXEC: Executive Committee; REM: Remuneration Coittee; CONT: Control and Risks Committee;
ET: Ethics Committee

(1) Appointed by the Shareholders’ Meeting frontsligresented by the majority shareholders

(2) Appointed by the Shareholders’ Meeting frontsligresented by the minority shareholders

(3) Appointed by the Shareholders’ Meeting of 15tdber 2012 in replacement of the resigning
Nicodemo Montanari

(4) Appointed by the Shareholders’ Meeting of 15dber 2012 with date of effect from 1 January 2013

The Board of Directors, appointed on 29 April 20%dll remain in office until the
Shareholders’ Meeting for approval of the Finan@shtements as at 31 December
2013.

With effect from 27 June 2012, the director NicodeMontanari resigned from his
office. On the same date the Board of Director®pted Daniele Montroni to the Board
in replacement of the resigning director; his appuent was confirmed during the
Shareholders’ Meeting of 15 October 2012. Furtheenwith effect from 1 January
2013, following completion of the merger by incoration of AcegasAps Holding S.r.l.
into Hera S.p.A., Giovanni Perissinotto and Cedailton were appointed as non-
executive independent directors. Three directorslefa S.p.A. are aged between 30
and 50, 17 directors are over 50 years of age.

As set forth in the Code of Conduct of Borsa ltadiathe Annual Report on Corporate
Governance, included in the Statutory Financiatedtents, illustrates the requisites for
the non-executive, independent directors of HepaAS.The remuneration paid to Hera
S.p.A. directors is illustrated in the Remunerafeport.

The Board of Statutory Auditors
The Board of Statutory Auditors, appointed at ther8holders’ Meeting held on 29
April 2011, will remain in office until the approlaf the financial statements for 2013.
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It is the corporate body that monitors correct adstiation, especially insofar as the
adequacy of the organisational, administrative arcbunting structure adopted by the
directors and its operation. The Articles of Asation establish that the members of the
Board of Statutory Auditors are appointed on theidbaf the lists submitted by
shareholders in order to ensure that the minoppoats the Chairman and an alternate
auditor. The remaining two permanent members amdatiernate auditor are selected
from a majority list. With effect from 9 July 2012he alternate auditor Stefano
Ceccacci resigned from his office. The Shareholdeiseting of 15 October 2012
appointed Massimo Spina in replacement of the ma@sigauditor, who will remain in
office until the Shareholders’ Meeting is calledagprove the Financial Statements as
at 31 December 2013.

The Executive Committee

The Executive Committee, appointed by the Boardwéctors on 2 May 2011, in
accordance with article 23.3 of the Articles of daation, with regard to the yearly
definition of the Group’s business plan and theppeed appointments of top level
managers, has the duty to express an opinion fwitineir submittal to the Board of
Directors; it is also expected to adopt resolutiansrelation to defined brackets of
amounts, concerning contracts and agreements del@tethe corporate purpose,
consultancy relationships with outside professiangderts, the company’s membership
in organisations, associations and other bodid¢fesent of disputes and releases of
creditor claims, acts amending or terminating it for credit lines and loans, and
stipulation, amendment and termination of investnoentracts.

The Executive Committee is composed of the Chairmioe Chairman and Chief
Executive Officer of Hera S.p.A. It met 7 times2@12. On 24 January 2013, the Board
of Directors appointed a further member of the kxge Committee: the Director
Giovanni Perissinotto.

The Remuneration Committee

The Remuneration Committee was appointed by thedBolDirectors on 2 May 2011.

The task of this committee is to make proposatheoBoard of Directors with regard to
remuneration of the Chairman, the Chief Executiféc€r, and directors who cover
specific roles, as well as to propose the genertria to be adopted with regard to
remuneration of senior managers and middle manageesCommittee met 3 times in
2012.

The Committee is made up of four non-executive preeelent directors, and upon
invitation by the Committee chairman, the Chief &xeve Officer and the Chairman of
the Board of Directors may participate in its megs.

The Internal Control Committee

The function of the Internal Control Committee, alhiwas appointed by the Board of
Directors on 2 May 2011, is to consult and propdtss.composed of four independent,
non-executive directors. Its task is to assessel@bility of the internal control system
to ensure the efficiency of corporate operatioekability with regard to information of
a financial nature, compliance with the law andhwiegulations, and protection of
corporate assets. The procedure for transactiotis Related parties implemented by
the Board of Directors in December 2010 requires the Internal Control Committee
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be responsible for guaranteeing the substantiakcoress of operations with related
parties by issuing a specific opinion.

Following adoption by the Board of Directors, on&cember 2012, of the updates to
the Code of Conduct, the Internal Control Commitits® took on the function of Risk
Management Committee with a view to managing caigorisks and supporting the
administrative body in its assessments and de@sion

Taking part in its meetings are the Chairman of Board of Statutory Auditors or
another Auditor designated by the said Chairmanyelsas, when expressly requested
by the committee Chairman, the Chief Executive ¢ffiand the Chairman of the Board
of Directors.

The Committee for Internal Control met 11 time2@12.

The Ethics Committee

Appointed by the Board of Directors of Hera S.pofd.14 May 2008, it has the task of
monitoring the dissemination and implementatiorthef Code of Ethics. It receives the
reports on violations of the Code and assessedetit begin proceedings.

It includes the Hera S.p.A. Vice Chairman, the @oape Social Responsibility Director
and an external member.

On 24 January 2013, the Ethics Committee submiibethe Hera S.p.A. Board of
Directors the annual report set forth by Articleaflthe Code of Ethics on the activities
carried out and reporting received during 2012.

The Ethics Committee met 5 times in 2012.

Ethics Committee activities in 2012

The Ethics Committee received 33 reports in 2012:frbm employees, 11 fro
customers, 1 from a supplier and 6 from other $takkers. Therefore, reports receivied
by the Committee since its establishment in 20@8emsed to 87; of these, 55% were
received from employees.
The 15 reports from employees mainly regarded persio management ar{d

from customers mainly regarded unrequested

gas and electricity contracts, while Repori by stakeholder
communications mainly regarded delays in

payment. The 6 reports from other stakeholders .,
include issues regarding the management of“i™
employment relationships within contracting
firms. Regarding the 15 reports from employees,  cuore
in 5 cases the Committee promoted solutions,
thanks to the dialogue and sharing process set

up, identified at the end of in-depth discussions

or requests for clarifications to the competent
structure. In the remaining cases, the Committee
provided a reply clarifying the issues raised,

also as regards the competences of the Commisieé it |

Suppliers1%
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in-depth evaluation which in 5 cases led to resgjvihe issue. In the other cases, after
the detailed evaluation a reply was sent from thierested department andjfor
Committee to the customer, clarifying the issue.
On 31 December, 11 reports were being processed.
Among the practical and regulatory results of them@ittee’s activities in 2012, the
following is pointed out:
e a communication to the Central Personnel and Osgéion Department regardirjg
the management of family relationships within thgamisation, resulting in
service order aimed at ensuring transparency arghrtmlity during personng
selection activities and management operations;
e acommunication to TOS directors regarding unifaonduct towards water servi¢e
users in the event of delays in payment;
e a communication to the Central Personnel and Osgéion Department regardirjg
gifts and benefits, resulting in an internal notineorder to raise awareness abput
the good practice to donate any gifts receivedd¢allnon-profit organisations.

Regarding the 11 reports from customers, the ratedepartments were involved for{n
t

_

Supervisory Body

The task of the Supervisory Body is to supervisg emntrol compliance with, and the
functioning and effectiveness of, the Organisatidriadel for the prevention of crimes
which may be linked to administrative liabilitie the Group companies, according to
the terms of Legislative Decree no. 231/2001.

This body is an independent body appointed by tbards of Directors of the Group
companies participating in “Progetto 231" The Supervisory Board reports to each
Board of Directors on matters of concern as peridlagyve Decree no. 231/2001. It
avails itself of the Internal Auditing Departmemt fourposes of control, analysis and
other duties undertaken.

The supervisory body includes the Internal AuditiDigector, the Legal and Corporate
Affairs Director and one external member.

The Organisation

The Hera model is different from other multi-utés because it has achieved business
and operational integration founded on a Holdingclwimakes use of Central Divisions
for set-up, support and control, which guaranteensegrated Group perspective and
favours the exploitation of synergies. The holdalgo has General Divisions which
steer and coordinate the strategic areas of reldwasinesses and also guarantee the
operational management of the Group’s activitiesugh dedicated business lines.
Within the Operations General Management, taking account the altered regulatory
and market framework and with a view to further roye the monitoring of the
Group’s area of operation, steps have started ttaken to modify the organisational
model (with operational effects from 1 January 20based on a business line

1 These companies are: Hera S.p.A., Acantho, Akéma, Enomondo, Eris, Famula On-line, FEA, Hera Comm,
Hera Luce, Hera Trading, Herambiente, Medea, Nuégavis, Romagna Compost, Sinergia, Sotris, and Utgflo
(89% of the Group’s open-ended contract employes® m these companies).
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approach. To this regard the following were essdigld: the Energy, Water and Waste
Management Divisions, each focusing on a specifrategic business area; the
Customer Technical Division, with a view to offegim unified view of the technical
service provided to final customers; and, in orefurther improve the monitoring of
local areas, seven local areas to ensure the catibm and development of
relationships with main local stakeholders base@ omore proactive approach. To this
end, seven Area Managers have been appointed wblgses to monitor relationships
with leading local stakeholders and to proactivieindle the requests throughout the
local areas. The Area Managers report directly t® Business Directors who are
responsible for monitoring the seven local areae (lncal area is assigned to every
Director, apart from the Water and Waste ManagerDémictors who are in charge of
two areas).
Consistently with the development of the Genera¢r@fpons Division and with a view
to developing a supervision strategy more focusedhe company’s business areas,
new organisational configurations for the Centraviflons have been defined and
implemented, including the hierarchical reorgamigatof the functions previously
allocated within the territorial operational stuieds, as well as further actions aimed at
strengthening the optimum balance between prooessrigance and internal customer
orientation.
In 2012, the ongoing improvement process within@neup continued by applying the
Lean Organisation methodology in new corporate exdst (approvals and logistics in
Herambiente, and invoice and collection and opemati processes with regard to
Networks and Waste Management).
In the General Development and Market Division, dhganisational changes continued
aimed at guaranteeing greater process efficiendy saandardisation and at further
improving final customer services (especially thatkthe organisational review within
the Households Market).
Two committees have been set up for purposes pbcate management:

« Managing Committee: responsible for analysing dratiag policies, strategies

and operational planning decisions, while fosteringegration between the

various functions;

* Executive Committee: meets every three months tonitmo business

performance and the progress of Balanced Scorgcajects.
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Since the end of 2009, for the promotion and dgwakent of strong local roots, Hera
has used a Territory Committee composed of memimpresenting the local area
(including the Chairman) and by the Director of thecal Area. The Committee

periodically focuses on some key themes such astonmg customer satisfaction and
the quality and sustainability of services offerétte Committee is also in charge of
supporting the top management of the Group inatdidgs with public institutions and

other local stakeholders. The Committee is alsochiarge of supporting the top
management of the Group in its dealings with pulnfistitutions and other local

stakeholders. There were six committees in 2012.

Governing Corporate Social Responsibility

The Corporate Social Responsibility Department

This unit was established by the Board of Direcwmirddera S.p.A. in May 2005 and
reports to the Chief Executive Officer. The CSR &ngational Unit, which from 2010
is now a Department, ensures that the social resipiity principles are an integral part
of corporate planning and management. The CSR BDuapat is in charge of defining
and proposing corporate guidelines concerning catpcsocial responsibility, reporting
on sustainability, ensuring the continued developmef the integrated balanced
scorecard system with sustainability strategiesppsing and managing the execution
of social responsibility projects. Since the en@010, the Department has included the
Balanced Scorecard System Management, SustaigaB#iporting and CSR Projects
offices.

In December 2012, the Corporate Social Respongibirector was appointed
Representative for the SA8000 Division by the CEieécutive Officer of Hera S.p.A..
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Hera invests in research on social responsibility

At the end of 2010, the Department of Economic &6 at the University of Bologrja
assigned a research fellowship, financed by Hesapat of the “Corporate socifl
responsibility and market competition” project. Tiiject’'s goal is to apply analyt
economic tools to the study of companies which adwmgial responsibility policies.
The first part of the research focused on the dgweent of theoretical economjc
models for analysis purposes and led to the puiwiceof two articles in scientific
reviews. The research will continue in 2013 with ampirical analysis of th
relationship between competitiveness and socigloresbility.

v

The Internal Auditing Department

In 2003, the Internal Auditing function of Hera S\p(Department since March 2010)
was instituted, according to the provisions of t@ede of Conduct for Listed
Companies prepared by Borsa Italiana. Since 20@6 Jriternal Auditing Department
has reported directly to the Vice Chairman of therddS.p.A. Board of Directors,
thereby ensuring its independence from other ojpesatstructures.

In 2011, analyses took place to perfect and acdgo, formally, the Internal Auditing
Department’s Mandate and Operational Manual.

Under the supervision of the Control and Risk Cottenj the Internal Auditing
Department evaluates corporate risks, delineatdsiraplements the long-term audit
plan, executes the related specific audits, andiges internal consulting about risk
management.

Audits may regard infrastructure, activities, psg®s and information of Hera S.p.A.
and its subsidiaries. In 2012, the total tasksi@drout resulted in 52 audit reports. For
the purpose of Legislative Decree no. 231/2001,iBR@mation flows were examined.

The organisational model for corporate crime prevetion

Legislative Decree no. 231/2001 introduced a regimadministrative liability into the
Italian legal structure. These measures are appdieshtities which commit crimes in
their own interest or to their own advantage. Thasaes may be committed by natural
persons acting as representatives, directors oangeas on behalf of the entities, or by
natural persons acting under the supervision df pecsons or subjected to supervision
on their part.

The Board of Directors of Hera S.p.A. and the nmibsidiaries of the Group adopted
an Organisation, Management and Control model gdafiModel 231”) to ensure
conditions of correctness and transparency in ooty business and company
activities. The model includes the principles ohdoct formalised in the Code of
Ethics.

Following the mapping of “sensitive” company adi®$, at risk of the offences
included in the Decree, the Group companies defapettific protocols to be followed
in carrying out specific activities, and made tlo@sequent information flows available
on a periodic basis. These protocols are circultdeitie entire workforce through the
corporate intranet. Their application is monitodkding the audit phase. No cases of
corruption have arisen that result in advantag@sgbgained by the Group, and thus,
defined as significant as per “Model 231".
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In 2012, the “Laboratory activity management” paab was reviewed and the
information flows were defined for the “Behaviourahd operations management
procedures with a view to environmental protectiprétocol.

The Internal Audit Department ensures assistanceatmus corporate functions in
drawing up and implementing corrective actionsafation to lacks identified during
audits.

The Internal Auditing Department updates the dsate version of the Hera Group
Model 231, after which training is held, even fop tmanagement. The new version is
widely distributed by updating the dedicated pagetlee corporate intranet with the
information resulting from regulatory developmeatsl recent case law analyses.

The Code of Ethics

The Code of Ethics lays down the commitments ahat&tresponsibilities to be met as
part of all activities undertaken by the managtrs,workforce and collaborators of all
group companies for the achievement of corporajectibes. Hera’s Code of Ethics
aims to provide guidance for group management doogrto the principles of
compliance with the law, a fair and correct apphotx professional activities, quality
and economic efficiency with respect to relatiomside and outside the group, so that
conduct may be unequivocally conducive to meetimgrieeds of stakeholders and to
consolidating a positive corporate reputation.

The supply contracts drawn up by group companielsidle termination clauses linked
to the failure of suppliers to comply with the mmiples of the Code of Ethics. Starting
from 2006, supplier qualification is subject to egtance of the Code of Ethics.

In January 2011, Hera S.p.A.’s Board of Directgpraved the Code of Ethics updated
in the second half of 2010, while in the first geanf 2012, the updated Code of Ethics
was approved by all Group subsidiaries.

Employees were involved in updating the documelstp shrough focus groups and
interviews with some directors. The main revisioagarded the sections “Relations
with customers”, “Relations with employees and amsges” and “Relations with
suppliers”, and a total of 24 articles were updafedongst other items, the concept of
collaboration amongst employees was highlighted #ed value of the behavioural
examples of all, especially of managers, was recei.

Risk analysis

The risk assessment process was brought to a olasethe course of the year and
ended with the approval of the Audit Plan for tf2-2015 period. The risk factors
and critical points were identified and weighedotigh assessment of the Group’s
business areas and of the infrastructure procegsmgding details on the level of risk
determined for each segment. Internal Audit acéisiire focused on the segments with
the highest risk levels. The risk assessment asultmeg Audit Plan, following receipt
of an opinion by the Internal Control and Risk Comtee, was approved by the Board
of Directors of Hera S.p.A

Regarding specific risks related to the topicsudeld within the scope of Legislative
Decree no. 231/2001, the Supervisory Body approlreRisk Assessment 231 for the
2013-2015 period and the related Audit Plan basedthe risk assessments, any
extension to companies which were previously exaiuilom the Group’s Project 231,
coverage of new processes, regulatory developnamighe extension of the scope of
activities of the companies.
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The Risk Committee

The Risk Committee was established in March 20MLismomposed of the Chairman,
Chief Executive Officer and Vice-Chairman of Herg.8., the General Development
and Market Director, the Administration, Financeda@ontrol Director, and the
Analysis and Energy Risk Control Director.

The Risk Committee is the main body that steerspitois and provides information
about risk management strategies, and has thewiallp tasks: defining general
guidelines for the Risk Management process; enguciorporate risk mapping and
monitoring; ensuring the definition of risk polisi@and measurement parameters to be
submitted for approval to the Board of Directors Héra S.p.A.; guaranteeing Six-
monthly reporting to the Board of Directors; andimiag and ensuring the submission
of information protocols to the Internal Committélee Internal Auditing Division and
the Board of Statutory Auditors.

Risk management

In January 2004, Hera created the Risk Manageme@o#irol department within its
organisation, in order to optimise the company peifile, adopt pro-active behaviours
in relation to pure corporate risk, minimising t® and taking advantage of
opportunities, in order to ensure increasinglycegfit protection of human, material and
intangible business assets, and contribute torihsth of corporate value.

Risk Management processes are applied in a contsnand circular process including
typical phases such as risk awareness, dangerifidatn, risk analysis, risk
management and treatment, and the control andimgidif the Risk Management
policies carried out.

To pursue corporate objectives, both in terms oélithepreservation and growth of
value, the Hera group integrates synergy actiofesedd by two main risk management
tools: an insurance coverage program provided layglihg international insurance
companies and the implementation of a strategylitoireate or reduce risks through
specific and effective intervention programs. Tes tregard, in 2012, two important
projects were concluded regarding the control adlction of corporate risks. The
first, called MIRAF (Improvement of Fleet-assocdhtRisks) allowed the identification
of a series of improvement areas regarding fleegtagament and operational activities,
whereas the second project, called SIGUR (Singlsk Rilanagement System),
implemented an effective IT system for managing amdfying risk analysis
procedures, making it possible to obtain a singlparate risk profile and so assess the
actions that may be implemented within the riskucn strategies.

The Quality, Safety and Environmental Management Sgtem
QSE Management Systems have long been one of H&xating and strategic
corporate objectives: their implementation by orgatons is regarded as an important
instrument for checking, analysing and improving therformance of activities and
services. These systems also allow effective csestorial coordination between
corporate departments and are a valid support &ragerial decisions.
Among the leading results obtained during 2012:
» strengthening of the integrated quality, safety andironmental management
system certification of Hera S.p.A. and of many eotiGroup companies,
including Herambiente, Hera Comm and Uniflotte. sTé a very important
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recognition for the entire Group since it confirthe effectiveness and validity of
its processes, organisation and management sysitbespect to legislation and
optimum reference standards. The following are modf note: confirmation of
Emas registration, renewal of the Integrated Emvitental Authorisation for the
Casalegno cogeneration plant in Imola, maintenan¢8O 9001, ISO 14001 and
OHSAS 18001 certification for Uniflotte, and mainémce of Accredia (ISO
17025) certification for the Group’s laboratories;
* moving from a certification audit system that usis procedures to a process-
based approach designed to check the efficiencysamabthness of processes in
their entirety in Hera S.p.A.’s various corpordieistures. Among the advantages
of this new model, of note is the use of a moreieffit system which is closer to
the business organisational model. The adopticenodverall business view also
makes it possible to identify the most importariical issues at Group level and
to avoid dwelling on matters that are specifichte local context;
« the new SA8000 certification: with this certifioati, Hera adds social aspects
to those regarding quality, safety and waste manage The SA8000
certification defines the requirements for honestduct by undertakings vis-a-vis
workers and suppliers, with a view to improving waonditions in all corporate
departments. The certification process was suadbsstoncluded at the
beginning of March 2013;
* implementation of the EHS project aimed at definihg development of the
company’s IT systems as regards Environment, Health Safety. The aim is to
implement an integrated EHS system in synergy Wighcompany’s application
systems. In 2012, the supplier responsible fordibgign and development of the
specific IT modules (health supervision module,idext module, programming,
prevention and protection module) was selected;
« with regard to the Central QSE Division and in ce@pion with Det Norske
Veritas Italia, a long-term project was startednwtite aim to assess the level of
application by the subsidiaries of the parent cam{saQSE Guidelines, in order
to align the Group’s approach towards QSE. The operdnce of joint
assessments by Det Norske Veritas Italia and peetdnom the Central QSE
Division, together with the use of ISRS best pagifor their performance, are
the main tools used for developing the programme;
* Hera S.p.A. completed all the phases of the SAPitAMdnagement project
regarding the development of an IT system concefeednanaging the audit
activities and handling any non-compliances throilnghSAP module;
« A multi-certification was obtained for the urban ste anaerobic digestion
plant of Romagna Compost. In addition to the quakinvironment and safety
certifications, the 1ISO 50001 energy certificatias also been obtained.

The definition of a plan to extend SA8000 certifioa to the main subsidiaries is

expected in 2013 and the start of ISO 50001 and 23@D1 certification projects is

planned for Hera S.p.A.

Hera’s commitment to quality, safety and environmetal certifications

Quality management systems establish the requirsnmecessary to improve corporate
processes within an organisation in order to irsmethe satisfaction of final customeys,
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who receive the end benefits

of Hera's services. Thg Certifications No. of % of
diffusion of certified companies _employees
management systems withi :28 32831 12 22‘(?
] H H 0

-

" SA8000 1 63%
following table.
The SA8000 certified

company is Hera S.p.A. and

the percentage of workers refers to open-endedayment contracts.
93% of the total waste disposed of in Group plamés disposed of in ISO 1401
certified disposal plants.
In 2012, waste disposed of in plants with EMAS sg&gition amounted to 70% of t?E

total waste treated in the Group’s 48 facilitiehisTpercentage rises to 73% if counting
a plant for which validation from the external deration company has been obtaingd
and for which the investigation for registration ssll underway at the Ecolabg]-
Ecoaudit Committee.

@ t/1,000 disposed of

100% - 72.5%

75% -

15.5%

25% -

0% . .
2006 2012

The urban waste disposed of in plants with EMASstegtion amounted to 1 millio
metric tonnes or 78% of the total urban waste disdaf in Group facilities.

-

In 2012, Herambiente focused on maintaining the BEMVfegistrations previously
obtained, which entailed updating the environmeui@tlarations and renewing the
registration for no less than six facilities. TH&A&S project was conceived in 2005 and
in that same year received the European EMAS Awtaly as it was considered to be
one of the most interesting in Europe. The projéatused on the gradual
implementation of EMAS registrations for the wastatment sites managed by the
company. Over the years, the project has led tBMAS registrations corresponding to
44 plants.
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With a view to rationalising the project, it wascaked to exclude plants which are no
longer active, such as decommissioned landfiltanfthe registration process, since, in
light of the application of environmental standavdsich are already operative, it was
difficult to pursue the continuous improvement bé tenvironmental performance of
these plants. Management of the landfills, inclgdthe procedures for running and
controlling the environmental impacts, is kept e tgeneral part, common to all of
Herambiente’s Environmental Declarations.

Herambiente’s commitment in 2013 will focus on ntaining the EMAS registrations
obtained previously, including three new registnasi obtained in September 2012,
regarding the “Area 2” site in Modena (waste-torggeplant and chemical-physical
plant), the Zocca site (landfill) and the Strad@lielfi site (transfer station of Bologna),
in addition to the renewal of 6 registrations. EMASgistration of the Ravenna sector
will also be extended to the new Disidrat plantabhéntered into service in June 2012,
whereas the landfill of Firenzuola (Florence) igl stwaiting registration from the
Ecolabel and Ecoaudit Committee.

The section “The environment and future generatisats forth a list of the plants with
ISO 14001 certification and EMAS registration.

An award for the remote control of waste-to-energyplants

Herambiente was one of the 10 companies to respgeial mention for its outstanding
efforts in the Waste and Resources sector within Shstainable Development 20j
Award, established for the fourth consecutive yearthe Foundation for Sustainal
Development and by Ecomondo. The award is grardetbinpanies whose activiti¢s
and facilities produce significant environmentahéfits, are able to innovate, rea
effective results in economic and occupational seramd have a potential for diffusion.
Herambiente received the award for its project neigg the remote control of waste-tp-
energy plants.

Major regulatory developments most impacting sustaiability and the businesses
managed

Water and waste management

2012 focused on the public consultation processdaed by AEEG (ltalian Authority
for Electricity and Natural Gas) for defining thewn tariff scheme for the Integrated
Water Service. Given the importance of the issie ¢tonsulting procedure was
particularly long and complex and included the mma#tion by AEEG of two
consultation documents as well as several meetiejween AEEG and operators.
Upon conclusion of the procedure, AEEG defined Tienporary Tariff Method, by
Resolution no. 585/2012/R/Idr of 28 December 204Rich covers years 2012 and
2013. The regulation of the Fully Operational Methahich will enter into effect in
2014, will be subject to separate consultation rdur2013. The Temporary Tariff
Method calculates 2012 and 2013 costs with newagaha@s while taking into account a
principle of gradual adjustment with respect to pievious tariff levels. In particular,
the objectives to improve operating cost efficieralyeady laid down in the Area Plans
previously approved by the Water and Waste Reguylatuthorities, have been
preserved. Instead with regard to capital costs,fitancial and tax expenses of the
overall investments made, as resulting from theraipes’ financial statements and
revalued by inflation, are recognised. In some gashbligations to allocate a portion of
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tariff revenues to funds to be used specificallyifvestments in the water sector, are
indicated. Resolution no. 585/12 lays down that28ad 2013 approved costs for each
operator must be calculated by the Water and WRetpilatory Authorities according
to the temporary tariff method and no later thanMgrch 2013, and that the AEEG
must approve the definitive values no later thad@@e 2013. Regarding the impact on
final customers, in order to avoid retroactive atipuents, the new 2013 tariffs will be
applied without modifying the current tariff scherfrem the second half of 2013.
Instead, the revision of 2012 approved costs wdlibcluded in 2014 tariffs with
suitable mechanisms that will be defined by AEEGe Provisions of the Temporary
Tariff Method do not deal with the reimbursementit@al users of the integrated water
service tariff component pertaining to the retumimvested capital for the 21 July — 31
December 2011 period, abrogated following the aue®f the referendum of 12 and
13 June 2011. The procedures for returning thispmomant to users will be defined by
AEEG in a separate decision which will be issuedMgy 2013, according to the
provisions set out in resolution no. 38/2013/R/Idr.

Regarding waste management, the regulatory chamiggseatest interest regard the
municipal waste tax (TARES) reform initially regtdd by Article 14 of Decree Law
no. 201/2011. The recent Stability Law made sonanghs to the original text, most
importantly, it increased the waste tax given thatrevenue of the TARES must fully
cover waste collection and disposal costs as wellithewse related to inseparable
municipal services (e.g. public lighting and roadimtenance). Tax collection up to 31
December 2013 is assigned to the entities thatedaout waste management services
up to 31 December 2012. The time framework for pgythe municipal waste tax is
currently the subject of a parliamentary debatecrBe Law of 14/01/2013 has
postponed the deadline for the first instalmeninfrdanuary to July, however, a decree
law by the Ministry of the Environment is pendingyiah will provide a new timing for
payment of the tax in order to diminish the negatffects of the extension on users
and operators.

In addition to paying a higher tax (0.30/0.40 pguage metre), users must also pay the
first instalment in July, together with other taisltirsements such as IMU (property
tax) and Irpef/lres (personal income tax/corponateme tax). On the other hand, since
invoicing the first TARES instalment in July, wast@nagement service operators will
collect the tax between September and Octoberingdd an increase in net circulating
capital and the use of debt to finance currentviets. We believe the forthcoming
Government must take measures aimed at recovepatatrs’ and local authorities’
financial imbalances in order to maintain the corn@aste management service levels
which make the Emilia-Romagna region stand outuroge.

Lastly, it is pointed out that from July 2012 thmilta-Romagna region has shared the
guidelines for drawing up the Regional Waste Manag@ Plan (PRGR). The Plan sets
challenging objectives in terms of separate waslieation, recovery and new disposal
strategies. The guideline, published in July, wakWwed up by several meetings and
discussions between local bodies, operators ade #asociations: the diffusion of the
first draft of the PRGR was planned for the end2012 however, at the time of the
preparation of this Report, it has not yet beerliphéd.

Local Public Services

36



By ruling no. 199 of 20 July 2012, the Constituabfourt declared Article 4 of Decree
Law no. 138/ 2011 to be illegitimate since it pregd the same content of Article 23-
bis, already abrogated by the referendum of Judé.20

Among the most significant provisions, Article 4epented the direct awarding of
public service contracts by local bodies and emadadifferent time limits based on the
corporate structure of the companies awarded (usédocompanies, mixed public-
private companies, listed companies). Consequentgiyen the declared
unconstitutionality of the article at issue, thevgee contracts currently in force will
continue until their natural expiry.

Regarding economically significant Local Public \Bees, Article 34 of Decree Law
no. 179/2012 (so-called “Development 2”), laid dotle obligation for the contracting
entity to publish a report on the website explainifor the type of award chosen, the
reasons and existence of the requirements set ifor@ommunity law, as well as the
specific content of public service and universal®e obligations, also indicating the
financial offsets, if applicable. The Decree Lawaahttributes a wide range of functions
to the government agencies of the Water and WastgilRtory Authorities, such as the
selection of the form of management and relatejas®ent and control.

Lastly, it is pointed out that Decree Law no. 1T4/2 adjusted the accounting controls
carried out in local bodies, implementing a widega of practical innovations. The
regulation must include a suitable information egstaimed at determining the
financial relations between the owning body and tlmmpany, the accounting,
management and organisational situation of the emypthe service contracts, the
quality of services and compliance with legislatregarding public finance obligations.
Furthermore, the Decree Law provides that the divezaults of the activities of the
local body and of the companies in which investmere held must be determined
through the Consolidated Financial Statements.

Renewable Energy Source incentives

2012 was an important year as regards regulatodgtep regarding incentivisation of
the production of energy from renewable sourcese Teorganisation of the
incentivisation mechanisms started in 2011 by Dedraw no. 28/2011; it was then
implemented during 2012 through several MinisteDalcrees aimed at steering ltaly
towards reaching the national objectives assignedhb European Community. The
mechanisms that have been implemented seek to tivisenthe production of
electricity and thermal energy from renewable sesy@as well as to reduce final gross
consumption of energy by incentivising energy éficy actions. The most significant
provisions issued during 2012 are the Decrees ahd 6 of July which govern the
incentivisation of electricity from solar photovait plants (so-called Quinto Conto
Energia — Fifth Energy Account) and from plantsngsienewable sources other than
photovoltaic plants. Two Decrees published on 28dbeer 2012 are also of interest.
The first regulates the incentivisation measuresttie production of thermal energy
from renewable sources and minor energy efficiemégrventions, while the second
determines the national quantitative objectivegrmdrgy saving that must be achieved
by electricity and gas distribution companies foe three-year period 2013-2016 and
for upgrading the white certificates mechanism. sehenplementation Decrees were
followed up by means of provisions issued by retéwastitutional bodies (foremost the
GSE (Energy Services Manager) and the Gas andrigigcAuthority), with a view to
regulating specific technical and application rules

37



The National Energy Strategy

In September 2012 the Ministry of Economic Develepm(MSE) published a public
consultation document in order to launch a disaumssibout the contents of the future
National Energy Strategy (SEN). The draft disclobgdhe MSE outlined the general
objectives and action priorities. The policy docutnevhich provides the guidelines for
the next energy policies at national level, aimsredching the decarbonisation
environmental objectives, reducing energy costs addeving independent energy
procurement. Among SEN’s action priorities: promgti energy efficiency
interventions, developing Italy’s role as a gas,h@worganising fuel refining and the
fuel distribution network, and updating the locablanational governance systems. The
discussion phase ended on 30 November 2012. Fuddénezlopments are pending
which will be implemented by the next government.

Emilia earthquake of 20 May 2012: concessions foitizens hit by the earthquake

By resolution no. 6/2013/R/Com, AEEG implementetbmatic tariff concessions for a
period of two years from 20 May 2012, date of tingt earthquake. Network tariffs and
general system costs have been reduced for elggtgas and integrated water service
users already connected on 19 May 2012 and lod¢gatdee Municipalities indicated in
the Ministerial Decree of the Minister of EconomiydaFinance of 1 June 2012 (in
addition to the Municipalities of Ferrara and Maajtuas well as for temporary housing
unit users. The decision has had significant effect the local area managed by the
HERA Group, where the users concerned by the cermesamount to around 150,000
supply points for the gas sector only.

The concessions may also be requested by usetedoiceBologna, Modena, Reggio
Emilia and Rovigo that have obtained postponemdnpayment deadlines for tax
obligations and by users located in the Municipgithit by the earthquake, other than
the previous ones.

Alongside the tariff concessions, the eliminatidncosts for any new connections,
successions or transfers requested by persons whosses (located in the
Municipalities hit by the earthquake) are unusaisi@lso provided for according to the
same deadlines.

Automatic payment by instalments, without interegtthe gas and electricity bills (for
a minimum period of 24 months) and of the integtatater service (for a minimum
period of 12 months) for which payment deadlined haen suspended for six months
following the earthquake, as a result of resolution 235/12/R/Com, is also provided
for. The concessions related to reduced tariffs payginents for services, and those
regarding the suspension of payment deadlines wepmemented by AEEG in
compliance with Decree Law no. 74/12, converted.éy no. 122/12.

New management rules for the “Consumer Branch”

By resolution no. 548/2012/R/Com, AEEG implementbd new rules based upon
which the energy Consumer Branch will control tlmnplaints received from final
consumers or prosumers (entities that are bothused — only for plants with a
capacity of up to 10 MW — and final consumers @cticity) which have previously
submitted complaints to sellers or distributors aagte not received a reply according
to the time limit set out in the regulation, or bareceived a reply that is not deemed
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satisfactory. The aim of the resolution is to easgireater timeliness when replying to
the complaints of the concerned parties.

The Energy customers’ mediation service

The “Energy Customers’ Mediation Service” will soo@ launched (1 April 2013). This
out-of-court dispute resolution tool (which willgoort other tools currently used, such
as joint mediation procedures) intends to verify thasibility of an agreement between
consumers and operators, and may be freely accdptetthe parties. The novelty
introduced by the procedure regards the fact tteaptocedure is managed by the Single
Buyer, on behalf of AEEG, at national level. Givédme upcoming due date, the
activities carried out by the work group establéshey AEEG are currently being
finalised. They involve the participation of assdimns representing consumers and
operators (including Federutility, of which the ldeGroup is a member) and seek to
provide clarity to operators and consumers as ¢ord¢hationship between this tool and
other out-of-court dispute resolution methods.
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Dialogue with stakeholders

An industrial group with the characteristics of Benust take into account the needs
and demands of its many stakeholders.

Hera periodically surveys the satisfaction of itstomers and employees. The results
are used to define improvement initiatives.

Hera's stakeholders

An industrial group with the characteristics of Blenust take into account the needs
and demands of a wide range of stakeholders wtiteh mmay be conflicting.

Corporate Social Responsibility means consideriwghin company decisions, all
legitimate demands of the various categories destalders, balancing these demands
and integrating them into company strategy.

Hera has mapped its company stakeholders. Thengtapbint was a survey of
corporate stakeholders and of current listening amlogue activities. Various
stakeholder classes were then identified and, doh.ea breakdown was provided. The
presence of targets of particular interest andsbges of particular significance to these
targets were also identified. Then, an assessmastmade of the influence that each
group exerts on corporate decision-making proceasdshe significance with respect
to corporate activities. These two aspects aresasdein the light of the decision-
making power, pertaining to legal or contractudigations, employment relations with
the company and links with corporate strategies.

Mapping of the stakeholders and key issues to bgetied by involvement actions
enabled us to pinpoint the stakeholders that agentbst important for the company
(workforce, customers, shareholders), a secondpgpbstakeholders with interests of a
broader nature however able to influence corpodseisions (financial institutions,
suppliers, public administration, local communitiesxd a category of stakeholders
whose interests are only indirectly representede (#nvironment and future
generations).
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Dialogue and consultation initiatives

Stakeholder

Main categories

Key issues

Main dialoguand consultation initiatives

Workforce

- Employees
- Non-employee
workforce
- Trade unions

Stability, internal
climate, training,
career
advancement,
bonuses,
remuneration,
life/work balance,
equal
opportunities,
safety, internal
communication

- Biennial internal climate survey: following the
survey carried out in 2011, 22 improvement
actions were defined, 12 of which were develof
in 2012, 2 only for the part related to 2012 and
are under way. The fifth survey will be carried @
in 2013
- Satisfaction survey on the main internal
communication tools: all Group workforce
involved, around 1,600 questionnaires filled in
(around 1,200 of which online), focus groups wj|
around 70 employees, 10 in-depth interviews
- Meetings of the Chairman and Chief Executiv
Officer to illustrate the business plan to all taf
(16 meetings held in March 2012, with all staff)
- “Passaparola” (“Word of mouth”) project:
approximately 180 meetings and 1,600 employ|
involved in at least one meeting
- Meetings to present the Sustainability Report
2011 (involving approx. 500 workers)
- Application of the Group’s Supplementary
Collective Labour Agreement signed on 24
March 2010: LaborHERA (technical study for
organisational and work quality innovation) me
four times in 2012
- 11 workers appointed by the corporate trade
unions for the position of SA8000 workers’
representative; the first two meetings with the
SA8000 management representative were hel
December 2012

ed

ut

D

ees

—

din

Customers

- Residential
customers
- Customer base
in areas served
- Business
customers
- Consumer

groups and trade

associations

S

Service quality,
tariffs,
transparency,
safety, service
reliability,
communication
and information

- Residential and business customer annual
survey: 3,028 interviews to non-eligible
residential customers and 449 to free-market
customers, a stratified sample by local area,
consumer range and service, 1,228 interviews
the various types of business customers, a
stratified sample by local area and turnover
-Survey of the satisfaction of customers with th
district heating service: 405 customer interview|
conducted
- In application of the joint mediation procedure
81 requests for mediation were received from
customers in 2012
- 635 cases managed through the new direct
contact channel with consumers’ associations
2012, 29 meetings were held with the concern
associations, in the seven areas in which Hera
operates
- Consultation with customers regarding the
project on improving the legibility of bills which

121"

In
ed
1

will be implemented in 2013
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Stakeholder

Main categories

Key issues

Main dialoguand consultation initiatives

- Investor Relations activities: meetings with 38
investors, 10 of which ethical investors

- The yearly publication of the calendar of
corporate events

- There is an information desk at the Modena

- Public ) T . . .
w shareholders | Dividends, share|” Real-nme publlcatlon in Italian and in Engl_|sh 0
g - Institutional performance, c?;_nmun_lcanons such as approval an(_j pul_allcat on
R investors investor relations,° inancial statements, quarte_zrly_ Qnd interim
< - Private investors corporate reports, bu5|r3ess pla_ns a_md significant operatigns,
5_-? - Einancial governance  |°" the Group’s website, in the Investor Relations
" community aligned with best section .
- Ethical funds practices .-A week]y chat \_/vhlch .aIIows the company to
interact in real time with users
- High participation of shareholders in the
meeting held on 27 April 2012: shareholders
representing 73% of the share capital
participated
© g Continuity of
=] - Banks relations, long-
2 -Bond market | term solidity of
L c equity
- Meetings with representatives from the socia
cooperative world working in the areas served by
- Suppliers of Continuity of | the Hera Group, to share the 2012 results and|for
0 goods, serviceg relations, cooperation opportunities in 2013 particularly tp
Q and work qualification, | enhance projects for entry into the workforce
g - Qualified bargaining - Help desk to assist suppliers on the e-
A suppliers conditions, procurement platform: approximately 22,000
- Local suppliers payment requests were received, and 99% were resolved
deadlines in the expected times
- Meeting with main suppliers regarding SA8000
certification processes
- Reference loca
- authorities: - Transparent
2 Municipalities, | communication,
s provinces, concern over local
0 regions, their issues,
c .. . . . .
'E associations and compliance with | - Forms of structured dialogue with mayors
2 local bodies the law, correct | present in the entire area
) - Regulatory and management
% control bodies practices,
a - Universities and innovation,
research institutes  partnerships
- State agencieg
- Comitato Consultivo della Comunita Locale
Local associatios ~ Support for (Residential Advisory Board - RAB) in Ferrara
2 - Trade initiatives, local |0d Imola
= associations investment, - Convention in Bologna_l on _1_1 May 2012 to
= - Media transparent present the 2011 Susta_lr!ablhty Report:
g - Residents in the communication, approxmgtely =00 participants
O vicinity of socially - Conyentl_qns for the presentation of the 2011
— - Citizens’ corporate Lo ' ' '
committees management | 200 participants

waste-to-energy plant which is open upon
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Stakeholder | Main categories Key issues Main dialoguand consultation initiatives

appointment, every Tuesday afternoon from 4 pm
to 7 pm
- In 2012, 98 guided tours of the waste to enengy
plants have been provided, with over 2,900
visitors, 1,900 of which were students

Production of
energy from
renewable
sources, energy
and water saving
district heating,
water withdrawal,

greenhouse gas

Environmental
associations
- Trade
associations
- Technicians an
experts from othg

- Local initiatives to promote energy and water
savings, the use of water from the network angd

companies o separate waste collection
o emissions,
- Technicians ;
atmospheric
and persons oo
emissions,

competent in
environmental
issues elected by
the inspectorates

separate waste
collection, waste
management ang
disposal

Environment and future generations

Hera’s significant commitment to the development sibkeholder involvement

initiatives is by now an internal element of theemional structure of the units

handling the relations with various stakeholders.

The internal climate survey, the meetings of thai@han and Chief Executive Officer

with the workforce to present the business plaa, dbstomer satisfaction survey, the
RABs (Residential Advisory Boards), the meetings tbe presentation of the

Sustainability Report are today consolidated astiovhich are integrated into the
company’s management; they are the “normal” analysethods used to identify areas
for improvement.

A social responsibility management system was @@esl in 2012 in compliance with

standard SA8000, which provides structured methimassetting up dialogue and

involving workers: periodical meetings with SA800@rkers’ representatives, paper
and online tools for submitting reports by all werk, and individual and group

interviews as part of the audit plans.

In the sections of this Report, the approach usetithe results of the main dialogue
and consultation initiatives carried out in 2012 set forth by stakeholder category.

Dialogue on the Sustainability Report

Hera presented the Sustainability Report 2011 ® ghblic on 11 May 2012 in
Bologna: the keynote speaker was Amartya Sen, NBbek winner in Economics.
Professor Sen’s opening speech focused on thebkhkeen economic growth, social
justice and environmental sustainability. An intew by Professor Luca Lambertini
from the University of Bologna followed. After ttgpeech by the Nobel Prize winner,
the main items of the Sustainability Report werespnted. The discussion continued
with a round table with the participation of Grosgakeholder representatives: Patrizio
Bianchi, Labour and Training Councillor of the EmiRomagna region, Daniele
Vacchi, Special Projects Director at IMA S.p.A.lv& Giannini, Budget Councillor of
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the Municipality of Bologna and Giuliano Polettih@rman of Legacoop Nazionale.
Over 500 people attended the meeting

The Report was also presented at public meetings latcal stakeholders. This began
on 25 May in Forli, and continued to Ravenna, Rimimola and Ferrara (the
presentation planned for Modena was cancelled dube earthquake). The meetings
opened with presentations of the local views of $lustainability Report, followed by
round tables moderated by Patrizio Roversi, witlaketolder representatives
intervening 26 times. Representatives of client ganies or trade associations, mayors,
supplier representatives, regional and provinagresentatives, trade-unionists and a
representative from the research sector voiced thy@nion on Hera’'s approach to
sustainability and explained their demands and @agiens.

Some of the topics discussed turned into requesssart or extend Group initiatives,
including: improving customer relations, especialith regard to the readability of
bills and tariff items; the importance of a relasbip with the community, especially
for the local businesses that Hera’'s contracts stanulate and the impact of the
services on local economy; and the contributiont siogial cooperation can provide to
local communities, also due to the economic adggmsagenerated by socially
motivated job placement.

There were over 1,000 participants in the meetinggh were closed by the Chief
Executive Officer of Hera S.p.A., Maurizio Chiarinwho highlighted that two
distinctive objectives of the Hera Group are ackievthrough these meetings: the
growth of strong roots in the community and opesn@esdialogue and sharing with
stakeholders.
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Results and Value added

This section includes the key data on economicoresipilities of the company.

In 2012, value added distributed to stakeholdersuanted to Euro 1,075.6 million
(+3.2% compared to 2011). Euro 848.8 million obthvas distributed to stakeholders in
local areas.

Operating results

Consolidated Income Statement

in millions of Euro 2011 2012
Revenues 4,105.7 4,492.7
Other operating income 210.2 203.6

Raw materials and consumables (net of change®,440.1  -2,726.0
in inventories)

Service costs -870.5 -912.7
Other operating costs -39.8 -46.8
Personnel costs -370.0 -382.1
Capitalised costs 49.3 33.4
EBITDA 644.8 662.0
Amortisation, depreciation and provisions -310.3 2638
EBIT 334.5 335.4
Financial charges -113.2 -128.7
Other non-operating revenues - 6.7
Pre-tax profit 221.2 213.4
Tax -94.5 -79.1
Net profit for the year 126.8 134.4

The 2012 results were up with respect to the ptsvigear, despite the continuation of
an unfavourable economic situation which signiftbpameduced consumption and the
business turnover of production activities. It ddolbe pointed out that 2012 also felt
the effect of the lack of the CIP6 incentive foe fbroduction of electricity on the FEA
waste-to-energy plant in Bologna; in light of thesmsiderations, the economic result
should be considered as particularly positive.

In terms of volumes sold, indication is made of gjieater quantities of gas and heat
sold, while there were minor quantities of wastgpdsed of, electricity sold and water
supplied.

The main corporate events which the Hera Group laded during 2012 are listed
below:

* In February 2012, Hera Energie Rinnovabili acquit®@% of four companies
operating in the electricity production sector, lreane of which owns a 1MW
land-based photovoltaic plant; subsequently, thepamies were merged via
incorporation within Hera Energie Rinnovabili.

* As from February 2012, the Herambiente Group fattysolidated Feronia Srl
which runs a landfill in the municipality of Finalemilia (MO).

« As from October 2012, the Herambiente Group acdui®0% of Energonut
which runs a waste-to-energy plant in the munidipalf Pozzilli (1S).
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e As from July 2012, the Marche Multiservizi Group clided Marche
Multiservizi Falconara within its sphere of consglaliion, a company involved in
Urban Hygiene services in the municipality of Falama and another 5
municipalities.

As already emerged from previous years’ finandiaesnents, the Consolidated Income
Statement incorporates the application of the pmetation of accounting standard
IFRIC 12 “Service Concession Arrangements” whicharged the procedure for
reporting company events for companies operatingdustries regulated by specific
concessions. In accounting terms, the effect ofajy@ication of this principle, which
does not alter the results, is the representatidha income statement of the investment
work carried out on assets under concession, liribegrid services. Therefore, other
operating income was higher by Euro 129.3 millionZ012 and by Euro 143.6 million
for 2011, capitalised costs were lower by Euro 3&i8ion in 2012 and Euro 35.5
million in 2011 and operating Service costs, matsriand other operating expenses
were higher by Euro 95.5 million in 2012 and Eu@81. million in 2011.

EBITDA rose from Euro 644.8 million in 2011 to Eu662.0 million in 2012, +2.7%;
EBIT increased from Euro 334.5 million to Euro 385million; the pre-tax result
increased 3.5%, passing from Euro 221.2 milliofEtwo 213.4 million; the net profit
rose from Euro 126.8 million as of 31 December 2@1Euro 134.4 million in 2012,
+6.0%.

Revenues rose Euro 387.0 million, +9.4%, increadiogn Euro 4,105.7 million in
2011 to Euro 4,492.7 million in 2012. This was niaidue to: (i) greater volumes of
gas sold (ii) higher gas and electricity revenues tb the increase in the prices of the
raw materials, amounting to around Euro 280 milliand (iii), greater revenues from
the supply of the integrated water service.

The increase in costs for raw materials, amountmgeuro 285.9 million, when
compared with last year, was affected by the higl@dumes of gas sold and the
increases in the price of the raw material, by adoiEuro 280 million, as already
indicated previously.

Other operating costs (Service costs were up by EAr2 million and Other operating
costs by Euro 7.0 million), saw a total increaseEofo 49.2 million (+5.4%); the
increase is attributable to higher costs for transpg electricity and gas (representing
around 75%).

Personnel costs rose 3.3%, from Euro 370 milliorola81 December 2011 to Euro
382.1 million in 2012. The increase is mainly doethie remuneration increases from
the national collective labour agreement (CNNLJjsef partly by a reduction in average
resources, despite the inclusion of MMS Falconard Bnergonut in the scope of
consolidation.

The decrease in Capitalised costs, which fell friaaro 49.3 million to Euro 33.4
million, is essentially linked to minor work camlieout on plants and work between
Group companies.

The consolidated EBITDA of the Group as at 31 Ddoen®2012 was up, passing from
Euro 644.8 million to Euro 662.00 million, disclogi growth of Euro 17.2 million

(+2.7%), despite the lower revenues for around ELB®D million relating to the

termination of the CIP6 incentive on the FEA wasienergy plant in the Bologna
area.
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Amortisation, depreciation and allowances increasgds.3%, up from Euro 310.3
million in 2011 to Euro 326.6 million in 2012. Tlwcrease was essentially due to: (i)
greater depreciation for new plants, (i) higher oatisation, depreciation and
allowances due to the changes in the scope of tdason, (iii) greater allowances
made to Hera spa risk reserves for disputes witfareebodies and sundry charges.
EBIT for 2012 amounted to Euro 335.4 million, uB%. when compared with 2011, for
the reasons described previously.

The Financial Operations stood at Euro 128.7 mmllas at 31 December 2012,
compared to Euro 113.2 million in 2011.

The greater liability is due to the increase inrage borrowing and to a lesser extent to
the rise in the value of IAS 19 relating to the lempentation of the employee leaving
indemnity (TFR) and lower profits from associat@inpanies with respect to the same
period in 2011.

The acquisitions made during 2012 of EnergonutaSamd the 4 companies operating
in the photovoltaic sector (Amon S.r.l.,, Esole IS.CtgRa S.r.I. and Juwi Sviluppo
Italia S.r.l.) led to the recognition of badwill ithe income statement for Euro 6.7
million. This amount was established at the timguichase price allocation comparing
the acquisition value with the net assets andliies acquired, expressed at fair value.
Reference is in any event made to the explanatotgsrio the financial statements for a
description, from an accounting standpoint, of thasisaction.

Profit before taxes dropped from Euro 221.2 millian2011 to Euro 213.4 million in
2012, down by 3.5%.

Taxes fell from Euro 94.5 million in 2011 to Eur®.Z million in 2012 and take account
of non-recurring benefits of Euro 18.2 million ritg to the reimbursement of the
IRES (company earnings tax) due further to the gesed deductibility of the IRAP
(regional business tax) relating to the costs fopleyees and similar, as per lItalian
Decree Law no. 201/2011 and Italian Decree Lawl62012.

The decrease in the tax rate for 2012, 37.0%, coadpaith 42.7% in 2011, was mainly
due to the positive non-recurring effect of thevpyas years’ IRES, the positive effect
of the deduction of the IRAP paid in 2012, relattogcosts for employees and similar,
and the inapplicability of the non-recurring possti effects relating to sheltering
operations carried out in 2011.

Net profit as at 31 December 2012 therefore statdsuro 134.4 million, down 6.0%
compared to Euro 126.8 million as at 31 Decemberl2Met of the extraordinary
effects of taxes for 2012 and 2011, the net pwbuld decrease Euro 3.1 million, -
2.6%.

Balance sheet

in millions of Euro 31-Dec-2011 31-Dec-2012

Net fixed assets 4,292.7 4,418.7
Net working capital -31.5 114.2
Provisions -394.7 -421.4
Net capital employed 3,866.5 4,111.5
Shareholders’ equity 1,879.4 1,894.9
Long-term debt 2,323.1 2,366.8
Net short-term position -336.0 -150.2
Net financial position 1,987.1 2,216.6
Total sources of financing 3,866.5 4,111.5
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The net capital employed in 2012 increased 6.3%n fEuro 3,866.5 million to Euro
4,111.5 million as a result of the additional ngedl assets and the greater net working
capital.

Net fixed assets as at 31 December 2012 amountBdrtw 4,418.7 million compared
with Euro 4,292.7 million in December 2011, invelgian increase of 2.9% due to the
investments made during the year and the extemgitre scope of consolidation of the
Hera Group with the acquisition of new subsidiagmpanies with a high capital
intensity.

Net working capital rose, reporting an increaseaafund Euro 145.7 million when
compared with December 2011. The change was dtieifirst place to an increase in
trade receivables, due to the earthquake whiclihieitareas in the Emilia Romagna
region served by the Hera Group and the postponemethe collection of Green
Certificates, already partly collected at the bagig of 2013, as well as a decrease in
trade payables, due to the seasonal trend with rateléemperatures in the last few
months of the year which led to lower purchasesaef materials. In conclusion, the
change in working capital is explained by an inseeia tax receivables, being the effect
of the IRES deduction relating to IRAP for 2012 ahd recording of the recovery of
IRES for the year 2007 until 2011 as per Italiarciee Law no. 201/2011.

Provisions at the end of 2012 amounted to Euro421p 6.8% with respect to the
balance in December 2011 of Euro 394.7 million.

Shareholders’ equity rose from Euro 1,879.4 milltonEuro 1,894.9 million due to
dividends authorised for a total of Euro 114.0 il

Operating investments (non financial)

in millions of Euro 2011 2012
Gas/District Heating/Heat Management Services 52.2 40.3
Electricity/Industrial Cogeneration Services 338 2.3
Integrated Water Service 100.6 93.5
Waste Management Services 70.1 47.9
Other Services 14.0 12.2
Central Structure 54.2 62.0
Total 324.9 287.9

Gas service investments were lower than in the spem®d last year. Investments
relating to the Gas service in the area in questiegarded network expansion,
enhancement and upgrading of networks and plamérsgs District heating concerned
extension work on the network in the areas of Boe#o(Euro 4.5 million), Imola (Euro
2.7 million), Forli-Cesena (Euro 1.2 million), Fara (Euro 1.2 million) and Modena
(Euro 0.5 million). Heat Management service invesita concerned structural work on
thermal plants operated by companies of the Group.

Electricity service investments mainly concernee #xtension of the service and
special maintenance of the plants and distribugiatis in the Modena and Imola areas,
along with network support services. Investmentsdased with respect to the same
period last year following the acquisition of phattiaic plants by Hera Energie
Rinnovabili. The investments in electricity and hpeoduction plants (CCGT) refer to
the Imola cogeneration plant, while the industcafjeneration measures concerned the
building of new plants at area companies.
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With regard to the Integrated Water Cycle, investtmemainly refer to expansions,
enhancements and upgrades of networks and fagilidied to regulatory compliance
mostly in the treatment and sewage sphere. Theuresas the Water Cycle reported a
reduction with respect to the same period in tlexipus year.

Investments in the integrated water service (2012)

Plant expansio
17,4%

Connections 8,5%

Plant maintenan
16,4%

Network
maintenance
39,4%

With regard to the integrated water service, duig2 39% of investments concerned
the extraordinary maintenance of the networks, evB#% concerned plant, specifically
in the treatment sphere. Investments for the eideref networks and connections were
up slightly, equating to 27% of the total

With regard to Waste Management, maintenance agchdp measures on the existing
facilities in the area decreased with respect ¢opifevious year mainly in the waste-to-
energy sphere, partly offset by the measures ta#douild two new anaerobic bio-
digesters. With regard in particular to investmeintshe sphere of waste-to-energy
plants, during 2012 no investments were made far piants.

The Other services area in the Telecommunicatiphsre saw investments down with
respect to the same period in 2011; the Other itesluded investments in cemetery
services inclusive of the construction of the neantatory complex.

There was an overall increase in investments wittenCentral Structure sphere when
compared with last year, due to measures for aectgtlg new premises and the
maintenance measures on the vehicle fleet. Otlvesiments include the completion of
the laboratories and the remote control structures.

Financial equity investments and acquisitions

in millions of Euro 2011 2012

Investments 0.0 1.3

In 2012, financial equity investments for Euro Indlion were made, relating to the
acquisition of holdings in the capital of the comp&. Termo for the construction of
an incinerator in Florence.
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Total investments of the Territorial Operating Structures (in millions of €)
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62% of investments made by the Territorial Operatin
Structures concern the integrated water service

Environmental costs and investments

The measurement of the costs and the environmemastments makes it possible to
quantify in economic terms the interventions carigut in order to improve the

environmental sustainability of the Group and #itiory in which it operates, thereby
showing how much of the activity translates inteismnmental improvement.

Any cost or investment connected to interventiortsictv resulted in a significant

positive environmental impact was defined as anirenmnental expense. Taking

account of the activities managed by Hera, sewdralacteristic activities carried out by
the company such as separate waste collectiompgleation of composting plants or
the expansion of treatment plants were also takiencionsideration.

Environmental costs and investments

in millions of Euro 2011 2012
Costs 245.5 232.3
Investments 126.0 133.0

The data refer to the following companies: Hera./,pHerambiente, Hera Comm, Hera Energie
Rinnovabili, Uniflotte

With respect to the energy services, environmeotsts pertain to the emergency
response services for gas network safety, ordinaintenance of the gas network, the
operation of plants for the generation of energynfrenewable sources, the operation
of the networks and district heating plants.

For the water service, environmental costs are ected to the emergency response
service, the ordinary maintenance of the aqueduodt sewage systems and to the
disposal of waste water treatment and purificasioige.
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For the environmental services, the activities wered were the management of
separate waste connection, the operation of wastet®on, separation and composting
plants and the disposal of the waste produced $podal plants. Furthermore, the fees
paid to Municipalities for the environmental compations relating to the waste
disposal plants were counted.

Lastly, the costs involved in energy savings atési the environmental management
system and for the purchase of methane fuel fombr vehicles were considered.

In total, the operating costs connected to measaireed at improving environmental
sustainability amounted to Euro 232.3 million in120(5% less than in the previous
year). The most significant decreases concernedtewasanagement services,
specifically costs inherent to the composting ath two plants operations were
limited by construction work on new biodigestersdahe costs for the purchase of
white certificates.

With regard to investments, in relation to energgvges, the activities considered were
those aimed at the extraordinary maintenance ofyisenetworks, the construction or
upkeep of plants for the generation of electridityn renewable sources or similar
sources and the management of district heatingesygst The investments related to
industrial cogeneration were also considered.

For the water service, the interventions aimedealucing losses within the water
systems, the extensions of the sewage network amatntent plants and the
interventions for the improvement of the environtaérperformance of the plants
themselves were counted.

For the waste management services, the activitmserted to separate waste
collection, e.g. investments in Equipped Drop-Qffries, the construction or upkeep of
the waste selection, separation and compostingtspldime reduction of atmospheric
emissions from waste-to-energy plants, the germraif electricity in waste-to-energy
plants were considered. Also considered were thestiments for the disposal of waste
produced by the company (landfill leachate coltattfacilities in landfills and waste
disposal plants).

With regard to the central structure, investmentstiie purchase of methane-fuelled
vehicles and of skips and “igloo” bins for sepanaseste collection were considered.
Total environmental investments amounted to Eur® rhdlion, up 6% with respect to
2011 mainly in the photovoltaic plants and the rm@&aerobic bio-digestion plants. With
regard to investments in the sphere of waste-toggnelants, during 2012 no
investments were made for new plants. Environmeantedstments accounted for 46%
of non financial operating investments.

Allocation of value added

Value added, in this Sustainability Report, is ustted as the difference between
revenues and production costs not constituting aratp stakeholder remuneration.
Value added is, from this angle, distinct from tedue added strictly applying to

accounting practices. Here, the methodology appbethat proposed in 2001 by the
Gruppo di studio per il Bilancio Sociale (Sustaiiab Report Study Group) (GBS).

With respect to the GBS methodology, rentals far asassets owned by shareholder
municipalities and sponsorship costs are consider®dhey are deemed significant for
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stakeholders. In addition, in contrast to the pegpp@f the GBS, the portion of value
allocated to financial institutions was calculasmhsidering the balance of financial
income and charges, as deemed a better quantficatithe relationships with this type
of stakeholder, as opposed to the sole figureranitial charges. With this framework,
the gross overall value added distributed is alnemgial to the gross value added
produced by normal operations.

There are two important reasons for using the atdicof value added. Firstly it enables
quantification of the wealth generated by the comypaand accounts for how this
wealth was generated and how it is allocated tkesiaders; it is therefore useful for
comprehending the economic impacts the companyupesd Secondly, through this
report it connects the Sustainability Report witk Financial Statements. In this sense,
production and allocation of value added providesnatrument by means of which we
can reconsider the corporate Financial Statemeras fthe vantage point of
stakeholders.

The GRI G3.1 guidelines also include among the catdirs the economic value
generated and distributed to stakeholders. Thiscabor, equating to Euro 4,490.0
million in 2012 varies from the amount of value addindicated in this paragraph
mainly because it also considers the distributibreanomic value to suppliers, of
which the portion intended for the purchase of naaterial (methane gas and electricity
intended for sale) amounting to Euro 2,552.7 millio

Production of value added

in millions of Euro 2010 2011 2012
Revenues 3,666.9 4,105.7 4,492.7
Other operating and non-operating revenues 210.4 0.221 210.2
Grants received from public institutions -4.2 -7.0 94

Use of raw materials and consumables (net of clatmgeaw materials -2,140.5 -2,440.1 -2,726.0
inventories and stocks)

Service costs -724.0 -789.0 -823.1
Bad debt provisions -37.1 -49.7 -49.1
Accruals to provisions for contingencies and ofrewvisions -30.6 -26.9 -37.8
Other operating costs -18.4 -16.1 -20.7
Capitalised costs 81.9 49.2 334
Gross value added 1,004.6 1,036.3 1,070.2
Portion of profit (loss) pertaining to associatednpanies 5.9 6.3 5.4
Gross overall value added 1,0104 1,0426 1,075.6

Gross overall value added generated for staketwlthe012 came to Euro 1,075.6
million, an increase of Euro 33 million on the pgoaws year (+3.2%) and of Euro 65.2
million on 2010 (+6.5%).
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Distribution of value added to stakeholders

in millions of Euro 2010 2011 2012
Workforce 361.9 35.8% 370.0 35.4% 382.1 35.5%
Shareholders 125.2 12.4% 122.6 11.8% 135.1 12.6%
Company 241.1 23.9% 238.1 22.8% 239.0 22.2%
Financial institutions/Banks 115.6 11.4% 119.5 W5 134.1 12.5%
Public Administration 164.8 16.3% 190.4 18.3% 183.317.0%
Local community 1.8 0.2% 2.0 0.2% 2.0 0.2%
Gross overall value added 1,010.4 100.0% 1,042.6 01 1,075.6 100.0%

The portion of value added intended for twerkforce increased Euro 12.1 million
(+3%) compared to 2011. Compared to the total valdéed produced, this portion
represents 35.5%, and consists of wages and sa{ar¢tuding employer social security
contributions and provision for employee leavindamnities).

The portion allocated to thehareholdersof Hera S.p.A. and the minority shareholders
of the subsidiaries rose by Euro 12.6 million (820) and equates to 12.6% of the
total. Of this portion, Euro 119.4 million was allded as dividends distributed to Hera
S.p.A. shareholders, and Euro 15.7 million wascalled as dividends for minority
shareholders of the subsidiaries of Hera S.p.As {brtion came to Euro 22.2 million
in 2011).

A portion totalling 22.2% of the value added getemtan 2012 was re-invested in the
company. This portion increased with respect to 2011 anttludes the
amortisation/depreciation of investments made leycttmpany (Euro 239.7 million).
The portion of value added allocatedftoancial institutions in 2012 came to Euro
134.1 million (12.5% of the total, +12% compared®@il). This share comprises Euro
248.7 million in financial charges, and Euro 11dflion in financial income.

Distribution of value added to stakeholders (2012)

Local
Community 0,2%

Financial Workforce
Institutions/Bank 35,5%
s12,5%

Company 22,2%

Shareholders
12,6%

The portion distributed td’ublic Administration amounted to Euro 183.3 million,
17.0% of the total (-3.8% compared to 2011).

Duties and taxes amounted to Euro 100.3 millior8Y®.of the total value added
distributed, 13% less when compared to 2011). dukhbe recalled that in 2011 the
taxes and duties had reported an increase of 43Borespect to 2010 for two reasons:
(i) non-recurring positive effects totalling Eurd.8 million relating to the freeing up,
by means of substitute tax, of the additional valteeorded in the financial statements
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as a result of extraordinary transactions carriagtin 2009; (ii) the increase in the
additional IRES Robin Tax and the IRAP surtax.

Of the taxes and duties, Euro 51.6 million wascated to the State (Euro 69.3 million
in the previous year and Euro 44.8 million in 20de to the non-recurring effects
indicated previously), Euro 40.9 million to the fRwwal authorities and Euro 7.8 million
to the Provincial and Municipal authorities. Incoifexes slightly decreased from Euro
94.5 million in 2011 to Euro 79.0 million in 2012d include non-recurring positive
effects highlighted in the section “Operating résul

The plants and installations used by the companyirapart owned by shareholding
municipalities, and rental payments are made foeirthuse. Environmental
compensations are also paid to the municipaligganmding the waste treatment plants.
In 2012, total payments for use of the assets a@irestolder municipalities and
environmental compensations came to Euro 92.4anmilli

Grants received amounted to Euro 9.4 million, Esu® million of which allocated as
operating grants and Euro 3.9 million as plant tgafhis amount was subtracted from
the portion allocated to the public administration.

Lastly, Euro 2 million was allocated ttonations Euro 0.5 million) andponsorships
(Euro 1.5 million); details on these items can banfd in the “Local communities”
section.

Value added distributed to local areas (in millionsof €)
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In 2012, value added distributed to stakeholderthenlocal areas amounted to Euro
848.8 million (+4.1% compared to 2011).
It comprises:

» employee salaries (45% of the total);

» dividends to local Hera S.p.A. shareholders (8%);

» duties, taxes and fees to local authorities (16%);

» charitable donations and sponsorships (0.2%);

* resources re-invested in the company (31%).
If the economic value of the supplies from suppglier the area is also considered
(which represents 65% of total supplies -see tlaticse in this Report dedicated to
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suppliers - and which can be estimated as 848.8n)jil the total wealth distributed to
local areas in 2012 can therefore be estimatedies E697.7 million.

The minority shareholders of the subsidiaries hawebeen taken into consideration in
the calculation of the value added distributed lte local areas; with regard to the
distribution of the dividends of Hera S.p.A., heeference is made to the share
composition as of the 2011 dividend payment date.
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Hera had a workforce of 6,663 people as at 31 DbeenOn average, 97.0% of
workers have an open-ended contract. In the IgsiaBs, 418 people were hired on the
basis of open-ended employment contracts, 94 otlwim 2012 alone. The social
responsibility management system of Hera S.p.A. waplemented in 2012 in
compliance with the SA8000:2008 standard.

Objectives and performance

What we said we would do...

What we have done...

Carry out the 22 improvement actions aimed
the internal climate that were defined as a result

the Climate study 2011 and which aim to maintajirregarding 2012) and 8 are being carried out. (se

a satisfaction index of 64 in 2013.
Provide 143,000 hours of training in 2012,
equal to 23 hours per capita.

In 2012-2013, define and launch training and
development initiatives for 94 young resources

included in the second edition of the “Developmé
of Potential” project.
Leadership model: set up and carry out a ney
activity plan in 2012.

In 2012, involve the entire staff in the training
initiative, “Safety is not a game”, in order tosai
awareness amongst all employees regarding a
culture of health and safety within and outside o
the workplace.

Complete 9 sub-projects for the “A year for
safety” initiative within the end of 2012.

Define and launch additional initiatives aimeg
at promoting equal opportunities, the developme
of disabled employees and work-life balance.

Define in 2012 an action plan aimed at
optimising generational differences.

at Of the 22 improvement actions planned, 14
have been carried out (fully or for the part

page 93)
The training hours provided in 2012 amounte
to 169,526 equal to 27.5 hours per capita. (see |
70)

All 94 workers involved in the 2011 edition of
the project took part in specific training and
rtevelopment initiatives in 2012. (see page 74)

ve In 2012, the fourth exemplary leadership
seminar was hold thus completing the first batch
specific seminars on the model’'s key elements.
2012/2013 activity plan was also set up focusing
the key element, “Management of complex
situations”, and the first initiatives were deveddp
(see page 79)

The training initiative, “Safety is not a game”,

involved 90% of the company population. (see

page 80)

7 sub-projects were completed. 2 sub-projec
will be completed in 2013. (see page 80)

The fifth créche available for the children of
némployees was opened. Two training initiatives

regarding disabilities were set up and 10 individya

projects were developed. The “Positive return
policies” project which seeks to increase the
number of creches and develop instruments to h
employees return to work after long periods of
absence, obtained ministerial funding and will be
developed starting from 2013. (see page 65)

A research project was started together with
University of Bologna focused on enhancing
generational differences. On the basis of the
research results, four priority actions have been
identified. (see page 67)
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* “Work Force Management” information * The mobile function and the reporting system
system: extend the mobile function to all TOSs artthve been operational in all areas from the end
implement the reporting system during 2012. 2012. (see page 67)

« Obtain the SA 8000 certification for Hera e The inspection by Det Norske Veritas Italia,

of

S.p.A.in 2012 which started in December 2012, was successfylly
concluded at the start of March 2013. (see page| 34)
e Plan and carry out in 2013 a training initiative « The training initiative on the Sustainability
for all employees on the Code of Ethics and the | Report is currently being planned and will be
Sustainability report. developed by the end of September 2013. (see page
70)
We shall...
» Carry out the fifth internal climate study in 20X8aching 65% participation and a satisfaction xnge

of 66/100. The results will be used to define coap® climate actions.

* Provide 143,000 hours of training in 2013, equ&3d hours per capita and publish a new Scuola
Mestieri notebook

« Launch the “Positive return policiegroject which seeks to extend creches to areasowared by
this service and initiatives to help employeesmreta work after long periods of absence

« “Development of Potential” project: continue thaitiing activities for 94 young resources included
the second edition and plan the third edition
e ‘“Leadership model”: carry out the 2013 activity plfocused on the key elements, “Managemen
complex situations” and “Orientation to excellence”
« Start the implementation of an integrated infororatsystem regarding “environment, health @
safety” (“EHS Project”): the health surveillancegepention and accident management modules wil
launched in 2013

1 dei

t of

and
be

« Implement actions for enhancing generational diffiees among the workforce in the four priofity

areas identified in 2012

* Make the SA8000 social responsibility managemestesy become operational and define a plal
order to extend the system to the main subsidiaries

« Involve all staff during 2013 in the training imtive, “The sustainable city” with the aim to dit
the sustainability results attained by the Group @volve the workforce in the preparation of t
Sustainability Report

« “Healthy lifestyles” project: implement actionspgoomote healthy behaviour by employees

« Define and implement actions to improve internaiotunication tools based on the results of

nin

he

the

survey conducted in 2012

Breakdown

As at 31 December 2012, the total workers with epeded contracts in Group
companies amounted to 6,539. The main changesisdbpe of consolidation during
2012 regarded the merger of Marche Multiservizicbahra into Marche Multiservizi

(+84 employees) and the acquisition of Energontiterambiente (+27 employees).
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Staff figures at the close of the year

no. 2010 2011 2012
Managers 125 125 133
Middle managers 342 353 363
Employees 3,297 3,353 3,397
Workers 2,727 2,653 2,646
Open-ended contract employees 6,491 6,484 6,539
Fixed-term contract workers 78 47 50
Job training and entrance contracts 74 58 40
Fixed-term contract employees 152 105 90
Staff leasing contracts 7 26 30
Project based contract workers 6 6 4
Total 6,656 6,621 6,663

The slight reduction in personnel designated ag loloilar is mainly caused by the
move from the role of blue-collar worker to whiteHar worker (totalling 21),
retirement, voluntary resignation, etc., partiadiifset by the entry of 19 blue-collar
workers from Energonut, 60 blue-collar workers frdviarche Multiservizi Falconara
and the hiring of 12 resources.

SA8000 social responsibility certification

The project for the development of a social resfimlity management system for Hefa
S.p.A. in compliance with the SA8000:2008 standae$ concluded in March 2013
following the successful outcome of the inspectignDet Norske Veritas Italia. The
international standard will allow Hera to increaseial responsibility by undertaking
specific commitments towards the workforce withiewvto ongoing improvement,
ensure HR management transparency through new nesaswolving workers and tp
check ethical conduct and social correctness in dhpplier chain. The “Socidl
Responsibility Policy SA8000” of Hera S.p.A. wageapved by the Board of Directols
on 17 December 2012.

Workforce numbers (average)
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On average, 97% of workers have an open-endedambnturther increasing compared
to 2011. Employees with fixed term contracts actdon2% of average workers, while
the remaining 1% of workers were hired with flegibhrrangements (staff leasing
contracts and project work). We hereby reiterage@noup’s will to limit the usage of
flexible contracts to urgent situations only (sewsdiby, extraordinary and temporary
work peaks, substitution of workers who are absemhporarily). However, the
employees hired through flexible contracts pro\adwiority recruitment pool for hiring
with open-ended contracts. Regarding this aspeetaverage number of workers hired
with staff leasing contracts and project work irL2@vas 13% lower than 2011.

Open-ended contract employees (breakdown by funcim)

Number 2010 2011 2012
Grid services 2,150 2,161 2,147
Waste Management Services 1,849 1,822 1,919
Other Services 603 597 586
Commercial 649 698 688
Coordination activities 1,240 1,206 1,199
Total 6,491 6,484 6,539

Of the workforce, 33% operate in grid and netwoekvices (gas, electricity, water
service and district heating) and 29% in the wasémagement sector (slightly higher
following consolidation of Marche Multiservizi Falnara and Energonut). Of the
workforce, 11% are employed in the commercial $tngcand an additional 9% in other
services (information technology management, fteahagement, laboratories, public
lighting, and cemetery services). Coordination \étotis absorb 18% of the Group
workforce.

Open-ended contract workers whose place of work is a different province than
their place of residence

no. 2010 2011 2012
Number of workers 790 795 807
of which resident outside the province of 315 328 343

service

Approximately 12% of open-ended contract workeve loutside the province where

they work (the province with the highest numbewofkers who live in other provinces

is Bologna); 53% of these workers reside outsidehef area served, which is an
increase of 15 resources compared to last yed@012, 24 managers lived outside the
province of service.

Open-ended contract employees (breakdown by locatiaof workplace)

Number 2010 2011 2012
Bologna TOS area 1,764 1,744 1,752
Ferrara TOS area 510 500 492
Forli-Cesena TOS area 594 599 593
Imola-Faenza TOS area 612 630 642
Modena TOS area 1,102 1,091 1,061
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Ravenna TOS area 664 669 668

Rimini TOS area 682 696 679
Marche Multiservizi area 535 534 600
Other 28 21 52

Total 6,491 6,484 6,539

The increase in employees in the Marche Multiseiga and in other areas is due to
the consolidation of Marche Multiservizi Falconarad Energonut, respectively.

Open-ended contract employees by educational quatation and position (2012)

Number Managers Middle Employees Workers Total
managers
Primary education 0 0 11 36 47
Junior secondary education 3 8 610 1,723 2,344
High school diploma 13 129 1.977 883 3,002
University degree 117 226 799 4 1,146
Total 133 363 3,397 2,646 6,539

The education level is stable compared to 2011 twiehpercentage of the workforce
holding high school and university degrees at 63fb aniversity graduates increased
by 6%.

Average age and average seniority of employees witipen-ended contracts by role
(2012)

Years Age Years of
service
Managers 50.6 13.8
Middle managers 47.7 15.8
Employees 45.6 16.3
Workers 48.7 18.1
Total 46.8 16.8

The average age of employees with open ended ctsisa46.8 (slightly higher than
2011 which recorded an age of 46.2) and the avereaes of service of employees with
open ended contracts is 16.8 years, constantlijenge over the last three years.

Hours of absence and hours worked per capita (by pe)

Hours 2010 2011 2012
lliness 60.0 58.4 59.1
Maternity/paternity and parental leave 11.7 156 5.11
Accidents 9.0 7.5 7.7
Strikes 3.7 5.9 3.3
Union meetings 1.0 1.8 1.4
Union leave 6.7 6.6 6.0
Other 40.9 37.9 38.4
Total absences (h) 133.0 133.8 131.0
Regular hours worked 1,537.1 15254 1,533.1
Overtime hours worked 53.0 46.0 48.9
Total hours worked 1,590.1 15714 1,582.0

The data refer to the following companies: Hera/&s,pMarche Multiservizi, Famula on Line, Uniflotte
Hera Comm, Hera Trading, Herambiente, FEA, Acaatind Hera Luce.
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With regard to the hours of absence per capitaethas been a 2% decrease compared
to 2011. Overtime hours continue to represent aaed percentage compared to the
total hours worked (average number of hours peitatag hours/month) although
slightly increasing over the past year. The de@easnpared to 2007 is around 40%.
The hours of absence due to accidents are stadlevelh below (-44%) 2007 figures.
The “Other” item in the table mainly refers to leaequested to assist family members
with disabilities or illness, leave for medical ckeups, therapy and treatment, and
leave for academic purposes.

Overtime in certain operational units due to theavyesnow in February 2012
influenced this slight increase. New indicators éendbeen developed as part of the
SA8000 project which analyse the amount of overtimogk in the various units and
specifically for each employee: the aim is to moanitompliance with contractual
regulations and with the weekly and monthly capspeecisely as possible, and to
effectively apply the overall objectives to imprawverking conditions.

Hera confirmed one of the “Top Employer” companies

Hera received the Top Employers award from the QREtute (the “Top Employerg
HR Best Practices Survey”) once again in 2012. Sirgey awards companies with the
highest qualitative standards for human resourtieis. is the third year in a row for the
Group, which is ranked among the top Italian congmmith excellence levels in HR
management and strategies for attracting, motigaéind creating loyalty in talentg.
Together with the “excellent” rating, Hera also e®ed the “Special Award” fo
“company culture”: the values upon which Hera faan action, i.e. transparendgy,
coherence, training and development, as well asstheng commitment to socié
responsibility were recognised.
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Turnover

The personnel policy is to back up the processitafgration of companies within Hera
with a plan for efficient use of the workforce maaieailable as a result of processes of
internal rationalization and further outsourcing aaftivities that generate low added
value.

Since the founding of the group and following astjions, Hera is engaged in a
process of far-reaching corporate reorganisatioth wio recourse to social shock
absorber measures.

New employees are generally hired for top-rankingfgssional positions (both
specialised and operative), which are difficulctver with internal personnel. Internal
personnel is generally chosen for administratioth mxanual labour positions. External
employment selection agencies are called in foramfiing professional positions.

Personnel hired during the year (breakdown by posibn)

no. 2010 2011 2012
Managers 5 1 3
Middle managers 10 3 5
Employees 134 102 74
Workers 27 42 12
Open-ended contract employees 176 148 94
Fixed-term contract workers 115 117 89
Staff leasing contracts 54 80 38
Job training and entrance contracts 38 38 12
Project based and freelance contract workers 29 27 15
Seasonal workers and apprentices 5 2 1

In 2012, 94 persons were hired with open-endedractst and 418 were hired with
those contracts in the last three years, of whghfllowing an initial hiring through a
non-open ended contract with the Group. In 2012pddple under 30 years old were
hired with open-ended contracts.

In 2012, 39 female employees were hired with opsated contracts (41% of the total)
and 159 since 2010, totalling 38%. The percentdgew hire female managers, middle
managers and employees staff in 2012 is 48%, cadpgar51% in 2011.

Job leaving by open-ended contract workers by reaso

no. 2010 2011 2012
Resignation 40 37 34
Retirement 116 93 86
Death 7 5 6
Dismissal 0 3 4
Incapability 10 20 19
Transfer to other company 14 17 1
Total 187 175 150

In 2012, there were 150 cases of job leaving. 8@%hese cases of job leaving were
due to retirement and voluntary resignation.
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Turnover rate for open-ended contract workers by rde

% 2010 2011 2012
Managers 7.2% 4.0% 3.8%
Middle managers 4.4% 2.8% 1.9%
Employees 1.9% 2.0% 1.8%
Workers 3.7% 3.5% 2.9%
Average 2.9% 2.7% 2.3%

Turnover rate for open-ended contract workers by gader

% 2010 2011 2012
Men 3.5% 3.0% 2.6%
Women 0.8% 1.7% 1.3%
Average 2.9% 2.7% 2.3%

Turnover rate for open-ended contract workers by ag

% 2010 2011 2012
Under 30 2.9% 2.9% 4.0%
From 30-50 years of age 0.9% 1.1% 0.7%
Over 50 6.7% 5.9% 4.9%
Average 2.9% 2.7% 2.3%

The turnover rate is calculated by dividing the bemof leaving employees by the
number of employees at the end of the year. Theouar rate was 2.3% in 2012.
Higher than average values are recorded for bllarcworkers, for men and for

workers under 30 and over 50 years of age, whiettinnover rate decreased for all
positions compared to 2011.

Career advancement during the year (breakdown by psition)

no. 2010 2011 2012
Managers 6 4 11
Middle managers 20 22 20
Employees 456 447 428
Workers 289 268 226
Total 771 741 685

There were 11 promotions from middle manager to agan in 2012. In 2012, 3

managers were hired externally (compared to 1 ilp0Career advancement involved
158 female personnel, totalling 23% of all casdsictvis in line with the percentage of
women working within the Group, which comes out 24.6% of the company

population.

Ad interim positions covered

no. 2010 2011 2012
Ad interim positions at the end of the 20 25 14
year
Ad interim positions covered 7 5 8
of which by internal personnel 7 4 1
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In the company organisational chart there are s¢weganisational positions for which
the manager has been assigned ad interim. Spatiéiction was focused on reducing
the number of “ad interim” positions in the orgatisn, by promoting internal
resources. With regard to the 25 ad interim or gpesitions for managers and middle
managers at the beginning of 2012, during the y@gmsitions were covered, 1 with
internal personnel.

87 workers changed companies in 2012; 74 changes the result of the sale of a
company unit to Hera Servizi Cimiteriali. In 201#te were 673 changes in premises,
517 of which due to the transfer of the Territoi@perating Structure Business Unit
from Bologna to Castenaso.

Internal mobility is a direct consequence of theptete activation of the reorganisation
that the Group has been carrying out since it waséd.

The objective of internal mobility is to create apportunity for Hera employees to
increase their knowledge and capacities transvygrsathile allowing them to
continually place themselves in new contexts aneelde richer and more complete
work skills, while strengthening their sense ofdogjing to the Group.

In the course of 2012, a total of 102 infragrougnsfers were made, mainly in the
operating services (55) area.

Since July 2008, the corporate intranet has includesection dedicated to internal
mobility, so employees can view announcements f@naopositions within the Group
and apply for those positions. Since its origirg tledicated page has received 454,335
visits, and there have been 173 announcements &ampbsitions filled; only in 2012,
97,183 visits were posted for the page, and thezeewd2 announcements and 16
positions filled.

Diversity and equal opportunities

Equal opportunities and enhancing the value of diuesity

The new Group Code of Ethics, approved by the IepaA. Board of Directors on 26
January 2011, led to the formalisation, also witthiis fundamental Group guidance
document, of the commitment to equal opportunitidgeyelopment of a work-life

balance and enhancement of the value of diversity.

In October 2009, Hera signed the Charter for egpglortunities and equality in the
workplace promoted by, amongst others, the Soddhtaindation, Impronta Etica and
the National Office of the Equality Councillor, withe participation of the Ministry of

Labour and the Ministry of Equal Opportunity. Thadgter contains 10 commitments
contributing to the fight against all forms of disaination in the workplace and the
championing of diversity within organizations.

The Hera Group Diversity Manager was appointed iardd 2011, in line with the

commitments taken when joining the Charter for égpportunities and equality in the
workplace in October 2009.

The “Positive return policies” project

The “Positive return policies” project submitted@ctober 2011 to apply for the logn
set forth in Article 9 of Law no. 53/2000 “Measuresachieve a work-life balancg”
obtained partial funding in December 2012 from ®residency of the Council @f
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Ministers amounting to Euro 257 thousand. The fangdvas granted as a result of the
innovative and socially significant measures preposThe goal of the project is o

develop actions to achieve a work-life balance ampporting mechanisms for thoge
who take maternity and parental leave, or leaveeuhdw no. 104/1992. These actions
and instruments include specific training initig$y agreements with private crechjes
and awareness raising actions aimed at changingating@any’s culture with respect fo
work-life balance. The interventions will be setsiprting from 2013.
The project was defined by controlling the needsewiployees through two focys
groups, one for mothers and fathers and anothebdoeficiaries of Law 104, and
through questionnaires to all employees of the samghich do not have company
créches.

The main initiatives carried out in the last twayginclude:
* publication of the second edition of the “Mamma&Rap lavoro” (“Mummy
& Daddy at work”) booklet to better inform emplogeef their rights and the
company’s human resource management policies oarnitgtand parental leave;
* publication of the “Disability and work” bookletp tinform differently-abled
workers and the persons who look after and asdisrehtly-abled relatives of
their rights;
» opening of new company and intercompany crechésr @esena, Imola and
Ravenna, the Bologna and Rimini creches were opened0l11l and 2012,
respectively;
e awareness raising and training aimed at optimisiifiigrences and diversity,
especially within the “Developing resources” prajela collaboration with the
ASPHI Foundation, an e-learning training coursendjpeall workers was set up to
study disability issues in depth;
« the spread of a culture and of good practices daggreffective time and
meeting management, also by planning training @sutisat will be implemented
in 2013.

“Disability and work” booklet

The “Disability and work” booklet, which focuses anforming differently-ablec
workers and the persons who look after and as#igrehtly-abled relatives of the
rights, was published in 2012. The booklet providesiplete and summary informatig
about benefits, such as leaves established byalasvis part of the actions developed|by
the Group to promote the knowledge of instrumentsaichieving work-life balancg
(including the “Mamma&Papa al Lavoro” booklet) atdimplement interventions that
focus on and enhance of the value of diversity. Doeklet is available on the
Corporate Intranet and is provided to each new. Hites booklet was also creatg¢d
jointly with the Group’s union organisation.
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Female staff (breakdown by position)

% 2010 2011 2012
Managers 14.4%  16.0% 17.3%
Middle managers 29.8% 28.9% 28.9%
Total managers and middle managers 25.7% 25.5% 925.8
Management employees 33.1% 33.7% 32.9%

Total managers, middle managers and 30.5% 31.0% 30.6%
management employees

Non-management employees 41.2% 42.1% 42.8%
Total employees 39.1%  39.6% 39.9%
Workers 4.7% 4.7% 4.7%
Total 23.7% 24.3%  24.6%

Female staff levels among open-ended contract wereached 24.6% in 2012, a slight
and continuous increase in the three-year periogidered. Female personnel levels
among managerial and executive positions come 8%25rising by 8% in executive
positions. Considering all contractual qualificasothat provide for a managerial role
(managers, middle managers and management employ@esmen comprise
approximately 31%.

Personnel by age group

% 2010 2011 2012
Under 30 2.1% 2.1% 2.6%
From 30 to 50 64.1% 65.7% 61.3%
Over 50 33.8% 32.2% 36.1%
Total 100.0% 100.0% 100.0

There are over 2,000 open-ended contract emplayess50 years of age (an increase
of 13.1% compared to 2011 due to the entry of Mamtultiservizi Falconara in the
Marche Multiservizi Group).

Hera is among the first companies in Italy to hae¢ up its own research project
focused on enhancing generational differences: &@&rtions”. The project was
developed in cooperation with the University of &pha and its main goal was to
promote inter-generational dialogue by studyingdpmmions of workers with respect to
different age groups. The research results idedtifour priority intervention areas for
which an action plan has been defined which wilirbplemented starting from 2013:
inter-generational dialogue, development opportesit work-life balance and
monitoring of the level of attention towards getienzal differences.

Part-time contracts

no. 2010 2011 2012
Men 30 30 30
Women 187 206 217
Total 217 236 247

Part-time arrangements, as regulated by curremulabgreements, are considered a
valid instrument in providing a response to lab@iexibility needs both in terms of
organisational and employee needs.
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They are characterised by the voluntariness, réuktg and compatibility with
technical, organisational and productive needshefdompany and with the needs of
worker.

Family and health needs, the need to help othdrls digabilities, and cases of serious
illness (duly certified as such) are our prioriggneiderations in assessing applications.
The persons to whom staff members report must densiow practicable the contracts
the applicants seek are in terms of corporate néfeitlss concluded that the contract is
viable, the changes will be made.

In 2012, out of 5 requests for part-time arranges&om female employees following
maternity leave, 4 were accepted. With regard toaH&p.A., in 2012, out of 101
requests for part-time arrangements, 98 were aedept

Maternity, paternity and parental leave

2010 2011 2012

Maternity leave taken (no.) 85 98 60
Paternity leave taken (no.) 158 206 224
Duration of parental leave taken, per capita (days) 41 50 39

The data refer to the following companies: Hera/s,pMarche Multiservizi, Famula on Line, Uniflotte
Hera Comm, Hera Trading, Herambiente, FEA, Acanttera Luce, Akron, Nuova Geovis and Sinergia.

In 2012, 60 employees took maternity leave; all liyges returned to work following
maternity leave (no employees resigned within 3 tim®rof returning to work from
maternity leave). Out of all parental leave (theiqek of voluntary leave which both
parents may take, subsequent to obligatory leatenvwihe child is between 0 and 8
years old), 74% is taken by female employees; ttezage duration of leave taken in
2012 was 39 days (45 days for leave taken by woameh23 days for leave taken by
men).

Considering the fact that there were 55 births agabthe Group’s female workers in
2010, after the corresponding maternity leave, ifatdeave was used 47 times in the
last 3 years, in addition to parental leave takbrtithes by fathers during the same
period of time. There is a legal limit of 6 montles each parent, while the average
duration of parental leave within the Group oves thst three years comes out to 3
months in relation to the births which occurred2il0, and specifically 3 and a half
months for women.

The Hera créches: a work-life balance experience

One of the most significant actions to favour a kaidie balance within Hera is thg
experience of company and intercompany crecheghwiave been open since 2007] to
date, five are active, and there are 62 placegadlaifor the children of employees.
“Tirithera”, which opened in 2007, was the Groufirst company créche, established at
the Cesenaoffice. In 2009, themola intercompany creche, “Il nido di Cornelig’,
opened as a result of the efforts of the Hera Grduggacoop and Cna, with thje
contribution of the Municipality of Bologna, the kaazione Cassa di Risparmio |di
Imola and the support of the Municipality of Imola. October 2010, the “L’'Hera d¢i
Bimbi” intercompany creche opened Ravenng which involves cooperation betwegn
Hera (lead management company), the municipalitd &rcal associations and
cooperatives. As result of collaboration betweesm Emilia-Romagna region and the
Municipality of Bologna, the intercompany crechdpfido, was opened iBolognain
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September 2011. Lastly, in 2012, Hera signed aremgent with ASP Valloni whic
runs the new intercompany crecheRimini, opened in December 2012 inside a faciity
of the Local Health Authority. During the 2012/20%8hool year, 31 children ¢f
employees attended the Group’s company and intgyraoyncreches.

Persons belonging to quotas set forth by Law no. 68999

no. 2010 2011 2012
Persons belonging to quotas set forth by
Law no. 68/1999 347 340 340
The data refer to the following companies: Hera/s,pMarche Multiservizi, Famula on Line, Uniflotte
Hera Comm, Hera Trading, Hera Luce, HerambienteapAKFEA, Medea, Nuova Geovis, Sinergia and
Acantho.

In all provinces in which it operates, Hera compligith the obligations of Law no.
68/1999, which requires that personnel belongingrédected recruitment categories be
hired in the proportion set forth in that law. Hlitig those obligations involves the use
of the regional compensations and agreements, lifeetive of which is to gradually
fulfil employment obligations. This law promotesthecruitment and integration within
the sphere of work of certain classes of persdresdifferently-abled, orphans etc.), and
also provides that the worker’s recruitment prodsssarried out by way of solutions
agreed between the company, the Regional Employ@iice and the worker.

At the end of 2012, there were 340 persons belgnigirthe categories set forth in Law
no. 68/1999 working in Group companies: 294 wesssgified within Article 1 of the
law (disabled). Overall there are: 140 workers, &8¥ployees and 3 managers/middle
managers.

In 2012, a total of 20 resources were hired oraalyeemployed and recognised as
classified within Law no. 68/1999, against the sammenber of terminations.

Developing resources: 2012 action plan

To employ the competences and potential of difféyeabled persons working in the

company, analyse their satisfaction, improve therk and, if necessary, implement

work requalification, increasing productivity: this why “Developing Resources” w

developed starting in 2008 with the support of A8PHI Foundation which promote

the integration of differently-abled persons in@als, the workplace and society.

Among the key actions carried out in 2012:

* ten individual projects were initiated (specificaiting, job changes, I
implementation and innovation of support instrursgnand were carried out afd
monitored with the specific procedures describe2i0m0;

* an e-learning training initiative was carried oumed at raising awareness [f
disability in workers. Optional access by workeaswested (resulting in almost 1D0
accesses) and the initiative was promoted withcaessible online cartoon, i.e. that
may be used by people with visual impairment;

+ a training initiative was carried out in Novembed12 on the management pf
disabilities and diversity for twenty managers amahagement employees involved
in a project focused on spreading the organisdtiandture and improving
manager/associate relationships.
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Training and professional development

In 2012, around 170,000 training hours were praljidehich exceeds the objective of
143,000 hours, as a result of three main reasons:

» greater access to funded training, especially Q&Bing;

* maintenance of the managerial training levels glediin 2011;

« involvement of 90% of workers in the “Safety is @ogame” training initiative

(around 21,000 training hours).

The training initiative for all employees on thes&inability Report, which started to
be planned in 2012, will be carried out by Septem2f4 3 according to the plan defined
after the corporate climate survey conducted in201

Total training hours per area of intervention

hours 2010 2011 2012
Sales and market 10,128 6,716 7,854
Managerial 8,915 18,725 18,593
Quality, safety, environment, SA8000 social resjiality 48,372 48,798 62,175
Information systems 4,877 27,945 12,227
Technical-operational 55,495 53,330 45,224
Ethical values and corporate culture 15,871 19,57823,454
Total 143,658 175,092 169,526

The data refer to Hera S.p.A., Herambiente, Hemnai@pHera Trading, Uniflotte, Famula on Line, Hera
Luce and Acantho.

The table shows a 3% reduction in overall trainmgirs compared to 2011, year in
which an intense training activity was required timé¢he launch of the new Work Force
Management information system in the network ses/idhe lower number of training

house in this area was partially offset in 2012absignificant increase in QSE training
hours. The Ethical values and corporate cultura arelude the annual meetings of the
Chairman and Chief Executive Officer for the préagan of the Business Plan and the
events for presentation of the Sustainability Repbine Managerial area includes the
training initiatives on the leadership model whilee Scuola dei Mestieri training is

included in the Technical-operational area.

Training (in man hours) (average, per capita)

hours 2010 2011 2012
Managers 21.8 35.8 41.0
Middle managers 28.7 38.7 43.5
Employees 20.1 28.1 28.0
Workers 26.2 26.7 24.3
Project based contract workers and workers withfi sta 4.5 4.3 3.5
Leasing contracts
Average 23.0 28.1 27.5

The data refer to Hera S.p.A., Herambiente, Hemnami@pHera Trading, Uniflotte, Famula on Line, Hera
Luce and Acantho.

There were 27.5 training hours per capita, sliglalyer than 2012 and higher than the
objective which was 23 training hours per capita%3of the training hours involved
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workers and 55% involved employees. Average trgirpar capita in female workers
amounts to 25.4 hours against 28.2 in males, ulBi®% compared to 2011.

companies.

Professional training in the main Italian utility companies

Hera is in first place in terms of training hoursr apita among the 8 multi-utility
companies considered in the comparative analysiwele®m the main Italian utility

Iren

Acegas Aps

Acea Roma
Acsm-Agam (2010)
A2A (2010)
Veritas Venezia

Linea Group Holding Cremona (2010)

Training hours per capita (2011)

Hera — 28,1

| 19,3

| 16,9

]

]
] 86
1 79

13,9
12,2

15 20 25 30

Training, including hands-on training, was plannadd managed according to a
procedure which is carried out in the following pes needs analysis, planning of
activities and cost forecast, provision of trainefivities, monitoring and assessment
of completed training activities.

% of workforce attending at least one training couse

%

2010 2011 2012

Managers

Middle managers
Employees
Workers

94
95
95
97

Project based contract workers and workers witfi sta 80

leasing contracts

.9% 99.7%  100.0%
1% 87.2% 99.9%
.0% 97.1% 98.9%
.6% 96.0% 95.6%
.8% 43.2% 31.4%

Total

96.0%  95.6%  97.1%

The data refer to Hera S.p.A., Herambiente, Henmi@pHera Trading, Uniflotte, Famula on Line, Hera
Luce and Acantho. This index was calculated bydilg the persons involved in at least one training
event by the total employees present at the etigeofear.

In 2012, 97% of workers (98% of female workers 8o of males) attended at least

one training course.

70



Assessment of training

% 2010 2011 2012
Degree of satisfaction of trainees (perceived tyali 83% 81% 84%
Outcomes (correspondence with needs) 64% 67% 69%

The data refer to Hera S.p.A., Herambiente, Hermm@pHera Trading, Uniflotte, Famula on Line and
Hera Luce.

Hera uses a system for assessment of trainingtaélkas the degree of satisfaction
expressed by the workforce into account, alongtigeassessments of the department
managers with respect to the impact of trainingpaston the skill profile development
of co-workers and on reduction of organisationabpgm areas linked to trainee roles.
The degree of satisfaction is generated by assessroenducted by trainees once the
course is over, on a scale of 0 to 5. The tableates the average grade obtained, on a
scale of O to 100.

The outcomes are the result of the assessmenedantt by managers during the
grading phase, which is provided for each role.

The reported percentage values indicate score®ob41-5 scale).

Total training cost per area of intervention

Thousands of Euro 2012
Sales and market 111
Managerial 308.2
Quality, safety, environment 343.1
Information systems 2.4
Technical-operational 174.4
Ethical values and corporate culture 9.1
Other 291.7
Total 1,140.0

The data refer to Hera S.p.A., Herambiente, Hemnai@pHera Trading, Uniflotte, Famula on Line, Hera
Luce and Acantho.

The overall financial investment for training amteohto Eurol.1 million net of costs
for personnel in training and in-house trainerg] arcludes Interprofessional Training
Fund amounts, which totalled approximately E@&D thousand and were especially
used for QSE training activities.

Main training initiatives

During 2012, the “Safety is not a game” trainingiative, aimed at raising awareness
amongst all employees regarding a culture of heatith safety, was carried out, also
thanks to the contribution of 120 internal factites. “Safety is not a game” involved

nearly the entire staff (almost 90%) and overals \weghly approved by the participants.
The initiative forms part of the Group’s effortswadely promote training activities on

safety in daily work activities: overall, around,8@0 QSE training hours were provided
also with respect to the implementation of the miowns set forth in the State-Regions
Agreement with regard to training on health ane@tgaht the workplace. All the training

activities established in the Work Force Managempriject were completed,

especially the top-down training activities relateedthe use of mobile instruments,
amounting to 4,070 training hours.
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Work Force Management: IT serving network and plantmanagement

Work Force Management, the Group’s new informasigstem designed to improve §
operating activities, on networks and plants (geser, electricity and district heating)
was launched in 2011. The project continued in 20itR:
« the initiation of the mobile function, which wasplipd to Emergency Suppoyt
services, involving dispatching activities to oper@ teams, technical fingl
reporting and feedback on the progress of actsvitrethe field through portable
devices used by the teams, connected in real tithetfne coordination centres;
e the creation of an integrated environment for rgpgr the main technical,
management and economic information.
The function will be applicable in all local areas.

Managerial training interventions are reported hsas the high-level training course on
“Regulation and the Market for Public Utility Seces” and “Development of

Managerial Skills” (2,592 hours) in cooperationtwibe University of Bologna and the
Alma Graduate School, as well as 60 training itites (totalling around 100 sessions)
through funded training, 5,866 training hours relgay first aid and a total of 4,791

hours on fire prevention.

HerAcademy: the strengthening of Hera Group’s Corpoate

University

The initiatives of HerAcademy, the Group’s Corpertiniversity founded in 2011 wi
the aim to enhance experience and develop thes siilits workforce by promoting
cooperation and the exchange of knowledge, cordirdwging 2012. Specifically, the
first workshop was held with the participation otdrnal and external guests entitled
“Government and governance of public utility seegt and a second workshop was
planned entitled “Utilities, levels of governanaijzens: what are the possibilities pf
collaboration for the development of infrastrucee Furthermore, a universi
orientation initiative took place at the Facultylafw of the University of Bologna fa
the children of Group employees approaching uniyersnrolment and saw the
participation of guests from the university fielddassome Group Directors.

The Scuola dei Mestieri and its progress

The Scuola dei Mestieri which has now reachedightle year is a project for efficient
use of the technical and operational skills that @resent within the Hera Group. The
aim is to raise the level of awareness of profesdiconduct and of skill transfer
potential from operator to operator.

There are 14 notebooks printed and published ®rSituola dei Mestieri: in 2012 the
fourteenth notebook called “Managing learning ire tbentral control room” was
published, while during 2013 those already publishéll be updated and a new
notebook will be published.

Developing the organisational performances anchgthening the company sense of
belonging are among the objectives that led usutthér develop the Scuola dei
Mestieri model, guiding its evolution in the Apptieeship Communities (groups aimed
at producing and sharing action procedures andtipaacknowledge). In 2012,
development work related to customer managemernincad in all regional areas also
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by using forums and the wiki environment; the prapary analysis and design
activities for the development of a Personnel andya@isation Apprenticeship
Community were also completed and will be furthealised during 2013.

Courses focusing on the development of potential

Initiatives focused on enhancing and developingpgbeential of young employees of
the Group were set up during 2012.

With reference to the second edition of the projieetnched in 2011, all the participants
(94 resources) received personal feedback on #sesament results and were involved
in specific training and development initiativessidgmed to provide self-development
tools and to present the contents of the Groupatkeship Model.

Furthermore, the courses dedicated to the resodroes the 2008 edition and the
relative monitoring continued; the first intercorpte experience-based courses were
held in December 2012, which will continue durir@l3.

Overall, 90 women and 104 men participated in ttogept’s two editions.

The Leadership Model

The Leadership model describes the key elementsseary to best interpret Hera’s
mission and values, and the skills which Hera marsaghould have and develop (with
the aim to contribute to attaining the corporatgctives), which are related to four key
elements: management of complex situations, otient¢o excellence, focus on service
and exemplary leadership.

After carrying out the articulated plan of inita@s in 2011 aimed at managers and
middle managers, during 2012, the first batch afisars was completed regarding the
model’s key elements, to provide points for refl@ct also through the testimonials of
important external speakers. The fourth seminaexemplary leadership was held in
October which saw the participation of Andrea Pemioli, the Chief Executive Officer
of Dallara Automobili. Overall 1,569 training houos the Leadership Model were
carried out in 2012.

During the course of the year, the 2012/2013 dgtplian, focusing on the key element
“Management of complex situations”, was set up iamglemented. The first classroom
sessions were planned and held, aimed at examinentvo skills upon which the key
element is founded: decision-making and flexibility

An email communication campaign was launched iny,Join a quarterly basis,
dedicated to the key element at issue. The aimtavasovide points for reflection and
reading tips to develop a library and allow persamaepth study.

Regarding new appointments or assignments consistéh the Model's targeted
population, training sessions were held on the kedge and in-depth study of the
Model and on the development of skills relateddevorker and team management.

Agreements with Universities

The Hera Group has set up several framework agmsnwver the past years with
leading universities in the Emilia-Romagna regiohe (University of Bologna, the
University of Modena and Reggio Emilia, and the wénsity of Ferrara), which include
the assignment of six-monthly scholarships for Ifigaar students and for recent
graduates.
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The Group also has agreements with the Univerdityamua, the S. Anna School of
Advanced Studies in Pisa and, since 2012, with Wnéversity of Parma and the
University Federico Il of Naples.

Furthermore, in 2011, an agreement for scientbigperation was entered into with the
University of Milan — Bicocca and CRISP (Inter-uersity Research Centre for Public
Utility Services) aimed at supporting the developtrend implementation of activities
within the Group’s Corporate University.

Internships

no. 2010 2011 2012
Interns hired over the year 82 166 118
of whom aged under 18 55 21 38
Interns recruited following internship 9 13 13

118 persons had an apprenticeship with Hera in . 20Lthese, 13 were hired.

Pay, salaries and bonuses

All Group employees are hired through nationalexdilive labour agreements, with the
exception of project-based contract workers, whondd have a collective labour
agreement, covering 0.2% of average employees12.Zbmployees with staff leasing
contracts, amounting to 0.7% of average worker20df©2, have the same economic
conditions as those provided in the contracts appto employees with open-ended
contracts (including the performance bonus).

Relation between minimum pay and salary conditiongaccording to labour
agreements and Hera pay and salary levels (Federgasjua contract — 2012)

Euro Min. Min. % Gap Average % Gap
pay/salary  pay/salar (B:A) Hera (C:A)
(according vy (Hera) compens
to lab. agr.) (B) ation (C)
(A)
Middle managers 2,756 3,056 11% 4,352 58%
Employees 1,534 1,534 0% 2,517 64%
Workers 1,534 1,534 0% 2,198 43%

The data refer to the following companies: Hera/&,pFamula on Line, Uniflotte, Hera Comm, Hera
Trading, Herambiente and FEA.

The table illustrates the gaps between gross mppth/salary levels at Hera and those
specified by the Federgasacqua labour agreementhwjoverns the employment
relationship of 48% of Group workers. Comparisotwaen the minimum pay/salary
conditions of the Federgasacqua contract and th@mmuam applied by Hera was
conducted by considering the minimum seniority ¢oos within the Group for the
three employment classes. Comparison was also ctewlby taking into account
average pay/salary levels for the three classes.

The gap between the minimum level applied by Heich that envisaged by the labour
agreement is 11% for middle managers and in lirie thie contractual figure for white-
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collar and blue-collar workers. The average salarythe other hand, is 58% higher
than the minimum labour agreement conditions foddi@ managers, 64% higher for
white-collar workers and 43% higher for blue-collaorkers.

Relation between senior management compensation acding to labour
agreements and Hera levels (Confservizi contract)

Euro 2012
Minimum according to labour agr. (A) 4,692
Hera minimum (B) 5,308
% Gap (B:A) 13%
Average Hera compensation (C) 9,240
% Gap (C:A) 97%
Average market salary for managers 10,375
% difference compared to the market -11%

Data do not include Marche Multiservizi.

The above table illustrates the gaps between agegagpss compensation levels and the
gross compensation levels envisaged by the natawiigictive labour agreement for the
senior management class. For this class, the abritbravhich reference is made is that
of the local public services providers’ associatiGonfservizi.

The average salary of Hera managers is 97% higlaerthe minimum salary stipulated
in the contract, while the minimum salary is 13%hHar than the Confservizi contract.
The average salary of Hera managers is 11% loveer tiie average market salaries for
managers, as reported in the Hay Compensation Refdartal Cash Italia 2012.

Average salaries by gender (2012)

Euro Men Women
Managers 9,534 7,854
Middle managers 4,358 4,342
Employees 2,588 2,430
Workers 2,199 1,804

The salary gap between men and women within theagemnent class is significant
(approximately Eurdl,700): this figure is influenced by the fact thlére are fewer

female directors than male (5 out of 41). The ayeraalary of middle managers is
essentially homogeneous, while the salary gap lestween and women is due to the
fact that 67% of management employees are male.s@laey gap between male and
female blue-collar workers is related to the défarlevel of skills and tasks carried out.

Gross performance bonus (per capita)

Euro 2010 2011 2012
Middle managers 1,534 1,541 1,567
Employees 1,318 1,325 1,357
Workers 1,221 1,228 1,251
Weighted average 1,289 1,297 1,325

The data refer to the following companies: Hera.&,pFamula on Line, Uniflotte, Hera Comm, Hera
Trading, Herambiente and FEA.
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In line with the Group Supplementary Collective bab Agreement stipulated on 24
March 2010, the 2012 performance bonus for managenployees and workers is
based on profitability, productivity and sustairépindicators.

The profitability and productivity indices consddtthe Group’s gross operating margin
and the per capita gross operating margin of tmepamies belonging to the Group and
the territorial operating structures. The main austbility indices for 2012 (which have
an impact of up to 20%) include: reduction in thanber of claims, percentage of
separate waste collection, commercial quality stestgl defined by AEEG, compliance
with the standards defined in the water servicetehaindices of accident frequency,
severity and rate, near-accident indices, wateplgugrctivation times, percentage of the
water network subject to active research for lgsbasiness and residential customer
satisfaction index, and average arrival time afteergency calls.

The 24 March 2010 agreement identified the amofititeoperformance bonus in 2010-
2012, as well as the portions which are assignedpdmsonnel as consolidated
productivity during the three years, and are suabdcfrom the overall bonus amount.

Other incentive systems
Starting from 2006, the incentive system of the aH&roup has been linked to the
balanced scorecard system. According to this systéy@ variable component of
individual compensation for managers and middle agars is calculated as a
percentage value of gross annual salaries andfiisedeat the end of the year on the
basis of results obtained relative to the objestset at the start of the year.
The balanced individual scorecard is structuretthiee parts:

» the first consists of specific project-objectivesriding from translation in

operating terms of the objectives contained inGheup’s strategic map;

« the second contains the economic objectives defm#tke budget for the year,

e the third involves an assessment on the behavisetrdorth in the Group

leadership model.
The structure of the balanced individual scorecardhe weights assigned to the three
areas, vary according to the seniority of the eiyg#oand the department.
The final assignment of the bonus is weighted atingrto the results reached insofar
as certain Group parameters: financial-economiglteand customer satisfaction index
for residential customers.
The assignment of the objectives to employees lam@dssessment of their achievement
take place through a clearly defined process wiidbased on the decision of the top
management for the individual balanced scorecartiseadirectors and managers and of
the directors for the individual balanced scoresarflthe managers. The activity takes
place with the coordination of the Balanced Scaik@ystem Management function
within the Corporate Social Responsibility Depamingnd personnel departments.
Approximately 49% of the variable remuneration arél Group managers is linked to
the completion of the projects planned in the bagdnscorecard system (the remaining
51% is linked to respect of budget objectives aomhmiance with the behaviours set
forth in the leadership model).

A total of 445 managers and middle managers redeavbonus linked to the balanced

scorecard in 2012. This is added to 110 employdes received an incentive bonus in
the forms provided by the merit-based policieshef Group in 2012.
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Sustainability in the management bonus system and the

performance bonus

Aspects that refer to sustainability are preserhéincentive system for managers gnd
middle managers and the systems for the determamatfi the performance bonus uged
by the Group.
The performance bonus is influenced by indicatbas &re connected to quality and the
environment while the incentive system connectethébalanced scorecard proviges
for a part of the incentive to be connected toatieievement of sustainability projects

In 2012, 24% of the variable remuneration of

Group managers and middle managers wescentage of
linked to sustainability project objectivegnanagerand
(improvement of quality, environmenta[:;':i':'I:jem""”""ger
impact,  image, personnel _mvolvemeniéompensation
professional development and involvement gf, .4 to
stakeholders). sustainability
A maximum of 20% of the performance bonus

for managers, employees and workers is

linked to quality, environmental and

occupational safety objectives.

Pension funds

The number of employees participating in the

pension funds as at December 2012 is 4,456, ondr68% of total employees. There
is a slight decrease in enrolment since new hioceaat always enrol, and instead may
decide to contribute TFR (employee leaving inderesjtto the INPS treasury fund.

The Hera Group has three main pension funds crélatedgh national collective labour
agreements: Pegaso for employees under the gas-waté electricity national
collective labour agreements, Previambiente for leyges under the Federambiente
national collective labour agreement, and Previfalamanagers.

94% of total employees enrolled in pension fun@searolled in these three funds.

The table below sets forth the yield of the balansaebfund within the two main
pension funds, which comprise 92% of workers pigditng in the pension funds.

Yield of the main pension funds (balanced subfund)

% 2010 2011 2012
Pegaso 4.82% 1.40% 9.44%
Previambiente 4.66% 0.07% 8.28%

Health and safety

The large and complex “A year for safety in the &d@&roup” project launched in 2011
was successfully completed. The aim of the projeas to support the growth of a
health- and safety-oriented culture and to imprbedaviour in the workplace and
outside. This important initiative involved the @ps entire workforce. The project
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was managed by a Guidance committee made up ohém@agement and was monitored
by a Coordination Group which reported progressh® Guidance committee. This
group also included a Scientific Committee mad®uihree external labour, health and
safety specialists from various disciplines (legalpnomic and psychosocial).

Premio Imprese per la Sicurezza: Hera wins the 201Rrize

The closing ceremony of the Sviluppo Imprese inuf&zza project, called “L§
sicurezza conviene sempre” (“Safety always pays)d in Rome on 24 April 2012
saw the awarding of the Premio Imprese per la 8&aa, the initiative of Confindustrig

the participating companies in order to assessotganisations’ pro-active approagh
towards health and safety at the workplace and do@nmitment to innovation.

“A year for safety in the Hera Group” comprised g®jects, some of which were
applied throughout the Group and therefore managedrally. Others, instead, were
assigned and carried out by the individual areactires. In 2011, 7 projects had been
successfully completed and the same number of gieojeere completed in 2012. The
remaining 2 projects will be completed in 2013.

Among the projects developed and completed in 2@4@,“Safety is not a game”
project is worthy of note. The project involved #ile areas and the Group’s entire
workforce. The top-down training activities aimeadravolving and raising awareness in
employees on safety, with the support of an anichaftware application, and also
thanks to the important contribution of 120 Grougpéoyees as facilitators-trainers.

The projects that achieved the expected resulte pesented during a convention held
at the Fiera Ambiente Lavoro on 11 October 2012s ®Hvent gave the Group the
opportunity to explain the most important actistiearried out during the year, also
thanks to the intervention of health and safetyegtepand of members of the project’s
scientific committee.

Some projects were assessed in order to replicate in other areas and so transfer the
success stories to other structures of the Grouporfy these, replication of the
scientific study on work-related stress will bersgd during the first months of 2013,
specifically, the subjective phase will be carriedt by submitting a questionnaire
involving the Central Bodies of Hera S.p.A. witlketbupport of teaching staff from the
University of Bologna. Furthermore, as part of theea Topic Tables initiative, the
memorandum of understanding with the Regional Conthwd the Fire Brigade will be
extended.

Parallel with the development of project-relatedivitees, a set of process and result
indicators has been prepared and will be includedinvthe 2012 Balanced Scorecard
system.
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A year for safety: project progress

Safety is not a game

This training initiative employs team games ancbiags the entire
company population, increasing awareness of safedl levels
and stimulating new workers to adopt specific béhae in all
aspects of life, in and outside the workplace.

As at 31 December 2012, 90% of the company pojpuldiad been trained,
amounting to around 5,195 workers and 20,780 trgihours. Further sessions
have been planned for the first quarter of 2018s&room or e-learning lessons) fpr
resources still to be trained (around 300 equ&Ptoof the company population).
Regarding the level of knowledge/satisfaction,dkerage evaluation in the
satisfaction questionnaire was 4.1 (on a scale ftam5).

The project is complete.

Scientific study

to define the economic model

This research aims to assess safety managemerttsipa
comparing the various organisational and managemedels
adopted by companies to prevent occupational haafthsafety
risks with consequences on efficiency and competitss.

The data needed to quantify the costs associatedaetidents in the Emilia and
Romagna areas were obtained and analysed in 28&Iprbject was completed in
2012 with the identification and guantificationtbé economic impacts of health
and safety organisation and management.

The main results are briefly reported below:

« the significant amount of costs associated withuthgafe condition was
acquired and the average daily cost of the accidastestimated (direct and
indirect costs);

« the “seriousness of the accidents” factor was itledt(rather than the
frequency) as priority factor in economic impactris;

« the costs associated with unsafe conditions grgddetreased as the
organisation’s commitment to prevention graduailsréased. The ROP
(Return on Prevention) value was estimated, iessthmmary economic
performance index of the prevention activities.

The project is complete.

National waste management service guidelines

Contribution from the Hera Group in defining guidek within a
project launched by the Rubes Triva Foundatioreinr@rship with
INAIL to define guidelines for creating a Worketdéalth and
Safety Management System for the waste managememtes and
territorial companies.

The project was completed successfully. The NatiGuagdelines were published if
November 2012 by INAIL-Federambiente and officiglhgsented during
Ecomondo, the international exhibition for the nemy of waste and energy and
sustainable development, held from 7 to 10 November

The project is complete.

Alcoholism regulation

Preparation of a document implementing the direstiof the
framework law and any implementing regulationstegleto alcohol
and alcohol-related issues. The completed documidirite
formalised as a Corporate Regulation on alcohal,isngoal is to
ensure implementing procedures, with controls edraut during
the workday during which the worker must have ablalcohol
level of zero.

The corporate regulation on alcohol was issued sétirice order no. 90 of 28
September 2011. During 2012, 1,659 blood alcoh&itewere tested in Group
workers falling within the categories provided forAnnex | of Decision of 16

March 2006 published in Official Gazette no. 7806fMarch 2006.

The project is complete.

Increase in the quality of supplier monitoring

This initiative intends to supplement the supptientrol system,
also on aspects relative to health and safety pfbject’s objective
is for a protocol to be drawn up which helps teatecdata relative
to accidents for a group of suppliers represeritbfg of the value
of goods and services purchased. The work groafssrequired to
identify performance indices regarding health aaféty to be
included as criteria for the periodic supplier asseent.

1,600 suppliers of services and work were involvet) suppliers replied,
representing 60% of the value of services and wagplied in 2012. All the
supplier control checklists were reviewed, empliagithe importance of the
company contact person during the monitoring prc&specific training activity
was carried out involving around 700 workers degliith contract management
for a total of 40 courses each lasting 4 hours.

The project is complete.

Hera S.p.A.

integrated certification

Execution of an integrated process which conttwsdompany’s
performance (Central bodies and TOS-BU) in relatm8
internationally recognised quality, environmengald occupational
health and safety management standards.

Hera S.p.A. obtained the integrated certificatioocading to 1ISO 9001, ISO 1400
and OHSAS 18001 standards (September 2011) witkllert overall system
results.

The project is complete.

Herambiente OHSAS 18001

Process to assess the occupational health angl ssegement
and control system in order to obtain the OHSAS0130
certification for Herambiente.

Herambiente obtained the OHSAS 18001 certificafidre controls carried out by
Det Norske Veritas Italia, the certifying body, werompleted on 21 December
2011.

The project is complete.

Uniflotte OHSAS 18001

Process to assess the occupational health angl ssegement
and control system in order to obtain the OHSAS0180
certification for Uniflotte.

Uniflotte obtained the OHSAS 18001 certificatiomelcontrols carried out by Detf
Norske Veritas ltalia, the certifying body, werergqueted on 29 December 2011.
The project is complete.
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Scientific stu

dy on work-related stress

The scientific study aims to adopt a new methodifsessing
work-related stress by using dedicated tools whégort objective
data (preliminary assessment of the phenomenomdlysing
company data) and subjective data (interviews alitivorkers
through a special questionnaire).

The pilot project at the Ferrara TOS BU concludectessfully with the
preparation of a final report. The research, wiiels completed in 2011, involved
326 workers in the area of Ferrara, 82% of whiehraen and 18% women. The
report points out that the perception workers hafieir own working condition ig
positive. No significant work-related stress risppear requiring corrective
measures. A replication of the project has beenrgd for 2013 at the Central
Bodies of Hera S.p.A. (around 1,200 persons indlve

The project is complete.

Tr

aining ground

Further improve worker training by creating a datkd structure
(“proving ground”) which simulates work environmsrand
processes in safe conditions.

The Training Ground in the area of Imola-Faenza egspleted, as planned. 16
training sessions were held on the training cotopies: fire, confined spaces and
worksite management. Overall training hours in 28t®unted to 2,336 and
involved around 254 persons. New planning for thing activities was set up o
the basis of the 2013 training needs collected.

The project is complete.

Machine

and equipment safety

Compliance control and drawing up of operatingringtons on the
safe use of company vehicles and equipment.

The preparation of the operating instructions negfimore time than initially
planned, following the revision of the forms draumfor each single vehicle
involved in the training of operators. A new prajptan was carried out according
to which the project will end during the first shonths of 2013.

The project will end in 2013.

T

utor-observer

Process of observation by a specialised employekérvavho is
properly trained as a tutor and accompanies a ckerat work
and observes that person’s activities. In a sulesgqhase, any
anomalies observed during work activities regardirghealth and
safety of the worker and the environment are disedis

Approximately 500 observations were carried ouhmpilot area of Ravenna. A
report of the observation results was submittexi c8fical areas were identified
(e.g., waste management-collection, maintenangenemics in the excavations),
for which working groups will be launched to idéptperating improvement
proposals. An assessment of replicability in otiveas is underway.

The project is complete.

Definition of the “area topic table” model

Analysis and assessment of work activities, equigitbe
workplace, procedures and operating instructionls thie support
of the main area control bodies such as Ausls laadFire Brigade.

The Emergency Management Table topic was identifibe regulatory and
procedural analysis was carried out to define ¢geilations applicable to the topid
identified. Meetings with the Ausl Management o6€®a and the Provincial
Command of the Fire Brigade of Forli-Cesena wete. fitne Topic Table with the
Fire Brigade was opened which led to drawing upesridrandum of
Understanding in order to improve operational pdoces by developing standard
for complex technical management aspects and bgasing common knowledge
of the activity areas and the tasks assigned t€tmmand of the Fire Brigade an
to Hera.

Following positive outcome, extension of the memdram of understanding to th
Regional Command of the Fire Brigade within 2013 wagreed upon.

The project is complete.

Safe behaviours

This project has two parts: the first, Safe Behargpdirectly
involves the workforce and is meant to provokeeafbn on best
safety practices through the analysis of one’s belmaviours and
one’s own perception of safety. Following thistfizealysis phase,
possible corrective measures concerning mannetsnifing and
acting will be planned.

The second part of the project, Safe Driving, inesla safe driving
course for heavy vehicles, conducted using a psafeal simulator
able to reproduce extreme conditions, such asréigand snow.

The Safe Behaviours project was completed wittptiesentation of a final report.
Following indications from the Scientific Committebe project will not be
replicated.

Regarding the Safe Driving project, the safe dgwiourse for heavy vehicles,
which involved 73 workers, was successfully caroetl The activity included
practical and theoretical lessons and a prac#éslusing a mobile driving
simulator. The feasibility to replicate the couvsith multi-annual programming is
currently being evaluated.

The project is complete.

EHS feasibility study

Project intended to set forth the evolution of campinformation
systems in the area of EHS (Environment, Healtfet$g with the
aim of creating an integrated management informatistem in theg
areas of Environment, Health and Safety.

The feasibility study on the EHS system implemeéatatvas successfully
completed. The Group decided to initiate the infation system development ang
implementation phase and to launch in 2013 thetheatveillance, prevention an
accident management modules.

The project will be completed in 2013.

“Proactive orientatio

n towards safety” scientific gudy

Action aimed at surveying the safety climate by adstering a
questionnaire in order to obtain information on pheactive
orientation towards safety at all organisationaéls, referring to
attitudes, motivations, prevention behaviours dmdperception of
occupational risks.

A questionnaire was administered in March 2012 $araple of workers
(approximately 300) at the Rimini TOS-BU and at &tebiente S.p.A. The resultg
in terms of perception of the importance of safetthe organisation,
show an overall positive view which is similar beem the two observed structurds
and provides points for reflection as regards thr@exts on which improvement
measures should be focused.

The project is complete.
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An innovative procedure aimed at implementing, rmaag and organising corporate
safety, called MIMOSA, was developed in 2012 ag pathe Topic Table on Health
and Safety at the Workplace. The procedure is based series of key elements,
hierarchically organised by efficiency: correct rmagament of corporate leadership,
consideration of the activities having a greatgract on health and safety, red-tape and
corporate social responsibility.

Accident indices

2010 2011 2012

Frequency Index 29.6 23.0 22.7
of which for ongoing accidents 5.9 2.0 4.0
Severity index 1.0 0.6 1.8
Rate Index 4.8 3.7 3.5
Average accident duration (days) 33.0 26.1 31,9
Number of accidents 215 161 154
of which accidents during commutes 43 14 27

(no.)

The frequency index is the number of accidents rp#lion hours worked. The severity index is the
number of days of absence per accident dividedhbygands of hours worked. The rate index is obdaine
by dividing the number of accidents by the numifenvarkers, multiplied by 100. The data refer to &ler
S.p.A. Accidents reported to INAIL which lasted mdhan 3 days were considered. The indices for 2011
were updated based on information obtained this yea

As the data in the tables show, accident indices camtinuously improving. The

number of accidents while commuting (going to amaf work) significantly increased

in 2012 compared to the previous year, rising fr@vh to 27. Accidents while

commuting represent 17.5% of total accidents (9%2011). The high number of

accidents during commutes mainly occurred in th& two months of the year when
the bad weather conditions significantly contrilout® increasing the number of
accidents (falls and slips) and of road accidents.

The final figure for the year culminates in an decit frequency for Hera S.p.A. of
22.7, which is lower than the figure for the pressoyear. The number of accidents
further decreased in 2012, down to under 28%.

Occupational safety in the main Italian utility companies

Hera is in fourth place in terms of the accidemigtrency index among the 8 mulki-
utility companies considered in the comparativeyamig between the main Italian utilif
companies. It should be noted that Acea and AcsamA@re the only compani¢s
among the 8 considered which do not run waste neanagt services.
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Accident Frequency Index (2011)
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A mortal accident occurred in Rimini in March 20¥ich involved a waste
management service operator while driving a compaahycle. In compliance with the
provisions of current legislation, 7,500 days okelce are attributed to this mortal
accident. As a result, the indicator related to dbeident severity index significantly
increased during 2012. The investigation phasdivel&o this occurrence is currently
being carried out as of the reporting date. Witljard to the mortal accident in 2009
that occurred at the waste-to-energy plant of Ftrd findings phase has been carried
out and the decisions of the Public Prosecutor lyat¢o be issued as of the reporting
date.

Accident indices are higher for workers, since tlaeg more at risk of accidents. In
2012, the accident frequency index for blue-collarkers was 44.0. In 2011 it was
41.2. The accident severity index for blue-collasrkers was 4.0, and excluding the
mortal accident, 1.4 (0.9 in 2011).

Frequency index (breakdown by function)

2011 2012
Grid services 18.9 225
Waste management and cemetery 41.6
services 50.4
Coordination activities 3.5 6.6
Average 23.0 22.7

The data refer to Hera S.p.A.
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Frequency index (breakdown by area)

2010 2011 2012

Bologna TOS area 25.0 18.8 17.1
Ferrara TOS area 16.4 19.9 17.1
Forli-Cesena TOS area 19.8 15.6 16.1
Imola-Faenza TOS area 30.3 21.4 13.8
Modena TOS area 25.2 18.7 21.9
Ravenna TOS area 24.2 17.5 21.2
Rimini TOS area 73.4 61.1 59.1

Average 29.6 23.0 22.7

The data refer to Hera S.p.A.

The trend of the indices continues to improve mast all areas, except in Modena and
Forli-Cesena, where there was a slight increasgents.

Accident indexes of a number of subsidiaries (2012)

Marche Herambiente Nuova FEA Akron Uniflotte Hera Hera

Multiservizi Geovis Luce Comm
Frequency Index 55.2 28.2 0.0 13.7 289 19.3 39.91.71
Severity index 2.0 0.7 0.0 1.4 0.3 0.9 0.2 0.3
Rate Index 8.8 4.6 0.0 2.1 5.1 3.0 5.3 1.6
Workforce 600 564 26 47 78 135 75 557

There were some improvements in the accident frequendices for the subsidiaries
considered, such as for Uniflotte (from 27.9 ta3)@nd FEA (from 52.8 to 13.7), while
the index increased for Herambiente (from 19.58@Pand Marche Multiservizi (from
50.3 to 55.2).

The overall frequency index for all the companiessidered (Hera S.p.A. and the main
subsidiaries included in the table) amounted td 485.4 if Akron is excluded, not
considered in 2011), broadly in line with the 20ifure (24.7) and significantly lower
than the 2010 figure of 30.4; the number of acdslevhile commuting accounts for
18% of total accidents, on the rise compared tdl201%). The severity index is 1.6;
this figure is influenced by the mortal accidenscéed above that occurred at Rimini.
Without this event the severity index would drot8.

The reporting, collection and analysis of near egs@nplanned events that could have
resulted in an accident) is of key importance fog prevention of accidents. In 2012,
for the first time, the relationship between neasses and accidents that occurred was
above equal for Hera S.p.A. and reached 97% atpGletel. The figure continues to
improve compared to previous years revealing pddicawareness of prevention
issues. An overall further increase is expectedr dlie following years as well as
greater uniformity between areas and Group compa®Aie analysis of accident trends
including data on near misses is submitted on atlmhpbasis to employers. The trends
are analysed and commented during management geatirorder to promote greater
awareness at all levels of the organisation.
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Health checks performed

no. 2010 2011 2012
Hearing tests 1,038 664 713
Respiratory tests 1,943 1,945 1,919
Laboratory tests 1,317 1,248 1,235
Sight and eye tests 663 867 931
Total check-ups performed 4,961 4,724 4,798
Total workers examined 2,822 3,122 3,125

The data refer to Hera S.p.A.

In the course of 2012, the health tests to checkhi® absence of alcoholism continued
for Hera S.p.A. personnel. In compliance with tleenpany regulation issued in 2011,
1,659 blood alcohol level tests were carried cexealing an extremely low number of

positive cases.

Following a medical check up in 2012, 15 employeese declared unfit for their
specific duty and, consequently, were assignedathar duty.

In 2012, the Occupational medicine coordination waslved in a new alignment of
the quality parameters of the services carried putqualified doctors and in the
consolidation of the health protocols at the Herp.A level and for almost all

subsidiaries.
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Industrial relations

In January 2012, following presentation of the Bess Plan, several meetings were set
up with the trade unions aimed at examining issteggmrding investments, safety
initiatives, water saving, protection of water resxes, waste cycle and separate waste
collection.

An agreement was signed in March with the Natidimralde Union Organisations and
with the Group’s Union Organisation which provided an increase from 5% to 15%
(pursuant to Article 8-bis of the Federambiente CQbbllective labour agreement)) of
the quota of personnel in type B cooperatives agehmdith contracts regarding waste
collection services, road sweeping services andntheagement of drop-off points,
which may be excluded from the obligation to apgilg CCNL (national collective
labour agreement) for waste management services.eXblusion must be included in
the limits stated above, with regard to the ecowowulume of the road sweeping,
collection, waste transportation (excluding transfetivities), septic tank cleaning and
rubbish skip cleaning activities, as laid down irtidle 3(1)(a) of the CCNL (national
collective labour agreement). Application of theoad CCNL (national collective
labour agreement) is subject to submission by tleekcooperatives of a specific work
placement project for disadvantaged personnel:athe of the institute is to support
employment integration for persons at risk of sloeklusion.

In April the Groupsigned an agreementvith the Trade Unions on the reorganisation
project for the Ravenna laboratory. The projectnis rationalising the management of
activities by focusing on the analysis of speciadl andustrial waste in the Ravenna
laboratory and by transferring the other analytieaitivities to different Group
laboratories. The logistics were also streamlingdrélocating the laboratories to
existing structures in Herambiente and returnirggdievious ones to Romagna Acque.
Negotiations regarding the criteria for identifying personneddetated to the Gas
Servicereached a conclusionThe negotiations were initiated after the issudfighe
Ministerial Decree governing the effects on stdffh@ new tender arrangements for gas
services.

By agreement between the partiesin June the objectives of the 2011 Group
performance bonus were subject to final reportimd) the objectives for the 2012 Group
performance bonus were identified. Negotiationsensrbsequently set up for defining
the new 2013/2015 agreement.

Also in Junean agreement between the Partiewas reached on the definition of the
network emergency system which can be activatad #vent occurs capable of causing
serious and/or far reaching effects on safety amdice continuity. The staff involved
will be chosen among voluntary participants who ke requirements needed for the
intervention defined with the Trade Unions.

In relation to training, as set forth in the Suppéntary Collective Labour Agreement,
the Group training plan for 2012 was presented amdgreement was reachewn
financed training for Hera S.p.A., Herambiente &leda Comm.

Discussions also began on standardising workingshawolving employees of all
offices, with the exclusion of organisational stures (Billing Department, Remote
Control, Chemical Laboratory, Networks and Wastendpgement) which require
special hours.
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Meetings aimed at involving trade unions in the ga®Aps integration progress were
launched in August and lemorandum of Understanding was signed between the
Trade Union Organisations and Hera S.p.A.’s MenBedies. On the basis of the
agreements taken, negotiations were started to dpasvnewContracts Protocol with
the Group’s Union Organisation and to define a masustrial Relations Protocol with
national Trade Union Organisations, signed in M&@h3.

Furthermore, the Group’s Business Plan integratied AcegasAps was presented to
National and Regional Confederation union reprega@s and to Sector-based union
representatives.

As a consequence of the company’s decision to i@t anew organisation for the
General Operations Division the joint examination provided for in the Group’s
supplementary labour agreement was initiated wlid t/nion Organisation. In the
meetings held between October and December, toasii®mns focused on pointing out
the reasons (dictated by the evolving regulatoayngwork in the sectors of interest)
which moved the company towards an organisationbbginess lines. The new
organisational structures of the General OperatiDivssion were presented through
targeted meetings.

LaborHera met 4 times and was set up to analyse the trernldegperformance bonus
indicators and, at local level, to examine issegmrding safety at the workplace.

In 2012, the trade unions were involved in the t|waent process of thEA8000
management systemof Hera S.p.A., firstly with the participation ipreliminary
meetings regarding the start of the developmentga® and then with the request to
identify the names of the SA8000 worker represerdat Seminars were held with the
latter regarding the contents of the standard &edroles covered within the social
responsibility management system. The SA8000 woreresentatives were involved
in reviewing management and checking the certiboatarried out by DNV at the end
of 2012 — start of 2013.

Hera continued to cooperate with Employers’ Asdomis by taking part in
commissions and delegations to prepare the natiaikctive labour agreements for
the gas/water and waste management sectors. Caoperasith Federutility also
continued on the new electricity sector classifaratand seniority conditions system
and on regulations for the entire sector regardxeycising the right to strike.
Cooperation with Federambiente continued on drawipgthe articles of association
and the regulation for the medical assistance fsed forth in the Federambiente
national collective labour agreement.
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Open-ended contract workers that are members of uons (breakdown by trade
union)

no. 2010 2011 2012
CGIL 2,365 2,298 2,266
CISL 565 522 486
UIL 661 661 653
CISAL Federenergia 24 24 25
FIADEL 104 104 105
RDB 32 29 28
UGL 10 11 11
usB 1 3 2
FIALC CISAL 1 0 0
ASSOQUADRI 21 20 19
Total 3,784 3,672 3,595

Percentage of workforce as at 31/12 58.4% 56.6% 80

The data refer to the following companies: Hera/&,pMarche Multiservizi, Hera Comm, Hera Trading,
Famula on Line, Uniflotte, Herambiente, Hera Ludedea, Sotris, Nuova Geovis and Akron.

55% of the Group’s open-ended contract workersrambers of a union (almost one
and a half percentage points less than in 2011aly&is of the figures by position
shows a fall of around one percentage point fortevbollars and two percentage points
for blue-collars, settling at 52% and 65%, respetyi, and a slight decrease for middle
managers also, falling to 30%.

Open-ended contract workers that are members of uons (breakdown by
position)

% 2010 2011 2012
Middle managers 30% 31% 30%
Employees 54% 53% 52%
Workers 69% 67% 65%
Total 58% 57% 55%

The data refer to the following companies: Hera/S,pMarche Multiservizi, Hera Comm, Hera Trading,
Famula on Line, Uniflotte, Herambiente, Hera Ludedea, Sotris, Nuova Geovis and Akron.

Strikes (hours)

hours 2010 2011 2012
Total time on strike (hours) 23,270 37,188 21,194
Time on strike (per capita) 3.7 5.9 3.3

The data refer to the following companies: Hera/s,pMarche Multiservizi, Famula on Line, Uniflotte
Hera Comm, Hera Trading, Herambiente, FEA and Awant

7 strikes were announced in 2012 (one held in &miht areas). Six were against
government policies: 2 were promoted by independemibns, 1 by the most
representative unions within the Group (FP-CGILLEGTEM-CGIL, FIT-CISL,
FEMCA-CISL, FLAEI-CISL, UILTRASPORTI-UIL, UILCEM-UL and FIADEL) and

3 by CGIL. A 30-minute national strike was annouhdey FP-CGIL, FIT-CISL,
UILTRASPORTI-UIL and FIADEL in relation to a mortalccident which occurred at
work in Italy.

87



Litigation with the workforce

no. 2010 2011 2012

Litigation pending at the close of the 40 37 36
year

Considering the Hera Group with the sole exclusbmMarche Multiservizi, as at 31
December 2012, 32 cases of litigation were pendimigh specific balance sheet
provisions made in view of the potential costs.

Of these, 6 were for recognition of a higher empient level, 4 for dismissals for just
cause, 1 for nullity of the fixed-term contract,f@&@ recognition of an open-ended
employment agreement, 7 for compensation of damagdspayment of contractual
indemnity, 2 to appeal a transfer, 2 for disciptineanctions, 3 regarding pensions and
settlement of contributions, and 1 lodged in thstfinstance by the company for
verification of the legitimacy of the disciplinasanction applied.

The Marche Multiservizi Group has 4 cases pendiitf personnel, 3 for recognition
of a higher employment level and 1 for nullity bétfixed-term contract.

In 2012, 135 disciplinary measures were taken ag@mnoup employees, in compliance
with the applicable national labour agreements (ganed to 151 in 2011). They mainly
involved oral or written reprimands (59 cases),hiitldings on salary (47 cases
totalling Euro2,608, 27 of which pertaining to Hera S.p.A. totgjIEuro 1,793) and 27
temporary suspensions from work (21 less serious@more serious cases). In two
cases, it was necessary to resort to terminatitimowi notice. The number of temporary
suspensions from work is the same as that report@811 (against 28 in 2010 and 46
in 2009). All measures taken are consistent with égtablishment of a new sanction
system which was agreed with the trade unions awdlves the application of
withholdings from the accrual of holidays using egressive system if the work
schedule is not respected.

Internal communication

Many projects and initiatives began in 2012 to éase the dissemination and sharing of
information and to involve the workforce.

To mark the tenth anniversary of the Hera Groupew logo was created with the
wording “Dove sei ci siamo” (Wherever you are, wehere) to strengthen the idea of
being close to internal and external customerstseA wide-ranging editorial project
was also carried out that led to the publicatiorthef book entitled “Energie umane”
(“Human energies”). By enhancing the past, portrgythe present and imagining the
future, the book provides stories and photographgookers to describe the ten years of
Hera. The volume was distributed in November tor @600 Group workers. Several
initiatives were carried out to promote the projaternally: from publishing articles in
the House Organ, projecting a video during the mgsetbetween the workforce and the
Chairman and CEO, and developing materials withtéineyear logo (banner stands at
the entrance of company offices, biodegradabletiplasips, napkins for the canteen,
sugar packets, folders, notebooks, pens, etcoyetating a specific intranet section with
a version of the book that can be leafed throudimen
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Another significant action carried out in 2012 whe satisfaction survey on the main
internal communication tools: the House Organ, @wporate Intranet, the annual
meetings between the Chairman and CEO and thes embirkforce, and VideoHera (the
large monitors placed in the main employee meesind gathering areas, where the
main Hera and Ansa news is published). All Groupkes were involved in the survey
and filled in either a paper or online questionagomverall, 1,610 questionnaires were
filled in), and 80 colleagues attended focus groamps in-depth interviews in order to
express their evaluations and offer their suggestidhe Overall Satisfaction Index of
the internal communication tools is 64, on a séam 1 to 100. The intranet obtained
the highest approval level (67 points). Positivaleations were also given to the annual
meetings with the Chairman and CEO (65 points) tanithe House Organ (63 points),
the most diffused tools among the workforce. Rat¢vmprovement actions will be
defined and implemented in 2013.

The activities to enrich the contents of the HoGsgan continued, to favour a better
use of it as a source of useful and updated infoomawhich announces news to all
colleagues. It contained a wide range of featuresat ongoing and detailed articles,
planned to provide visibility to the invisible wodnd the projects of the company’s
various structures (for example, the features eninkernal climate survey and on the
“La Grande Macchina del Mondo” (“The Great Engiriehee World”) education project
for schools, and the insert focusing on the efiecthanagement of meetings). General
interest articles, meetings and events also coatiode published in the House Organ.
The fourth edition of Bimbi in Hera (Children at #td¢ was successfully held in 2012.
The party was organised at the main corporate exffigith lots of activities for Hera
employees’ children with the aim of showing themeweh their parents work. 250
children and around 200 colleagues took part irethent throughout all the areas.

As usual, employees particularly appreciated tloeeggional and sporting gatherings
organised together with the Recreational associgtito facilitate meeting and
integration amongst co-workers from different aréHse “Hera Cup” sailing regatta
and the long weekend with the “Hera Ski Adventuge&int slalom were organised for
sixth time, reaching 300 and 270 participants, eespely.

Sustainable expenditure, in the company

Considering the environmental benefits of locallpwn produce and the need f
work-life balance, cooperation between the Empleyéessociation and Management
in Ravenna led to organising the sale of fruitsseavegetables, meat and cheese i

of the corporate Association, enhancing the qualg origin of local produce.

Many activities were carried out to support infotima and promote the dissemination
of topics of interest to workers, including the $@bilita e lavoro” (“Disability and
work”) booklet, the new edition of “Mamma & Papaaoro” (“Mummy and Daddy at
work”), and the internal campaigns raising awarsresout a more respectful use of
common spaces (such as meeting rooms and seraicd)f resources (distribution of
HeraO cups that are not disposable but can be washddresused by all the
workforce).
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Monitoring of the company canteens continues byGaateen Commissions (one for
each area) which are composed of colleagues anmmbardinated and supervised by the
area Facility Management. They meet on a quartebis to assess the quality of the
service provided and compliance with the speciocet and to propose any

improvements.

An exhibition was held in the company canteenscanperation with Concerta (the

canteen operator), in which panels explained trengtpoints of the service provided
(use of network water, locally grown produce, etc.)

Regarding the VolontariHeraPer initiative, the Matl Food Collection Day was

promoted in 2012 in favour of the Banco Alimentaoaindation.

The Corporate Intranet

On the Corporate Intranet reserved for Group engaeybroad visibility was afforded

in 2012 to information and initiatives involving ehworkforce. The employee

satisfaction survey on the internal communicationlg revealed that the corporate
internet is the most highly appreciated tool andised for a much more increasing
number of activities compared to the past. Aroul®do70f employees interviewed

consider the intranet a very useful tool that isessary for their work. Approximately

500 news items with daily updates were posted dutive year and, on average, 1
million intranet pages were visited per month.

Among the main novelties of 2012: the balancedeszand system section, launched in
November and reaching 1,261 pages visited in ongthmand the section on Solidarity
and Volunteering, with a part dedicated to theiatites carried out by employees to
deal with the damages caused by the earthquakeay 2012. An e-Learning course
was also published on the intranet in 2012 focusedraising awareness in the
workforce about disability issues. The use of velédo communicate on the most
important topics with increased efficiency contiduaround forty company videos

were created in 2012. Employees were also pleastd the online announcement
board, on which around 400 announcements weregos012 directly by users.

Renovation and reconstruction of premises

In 2012, the process for identifying the new intdgd maintenance supplier through a
European call for tenders was completed for anallvamount above Eur60 million
over a period of 5-7 years. As part of the tentlex,supplier was requested to finance 5
energy containment projects, during the period alidity of the contract, totalling
approximately 146 kWh/fof improvement.

With regard to activities carried out for compangrgonnel, the completion of the
“Frullo” office in Bologna (new class A building Becree of the Regional Government
no. 152/2008) is worthy of note, with an overaestment of Eurdl9 million and
subsequent transfer of all the operating activibésthe Bologna area to the new
building complex.

Safety works carried out on the Ferrara office Wwhlmecame necessary after the
earthquake of May 2012 are also worth pointing &mployees were able to return to
their offices, which had presented risks for tisaifety, after just three weeks.

The “Molino Rosso” site in Imola, although not makaty by law, was adapted to resist
earthquakes.
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In 2013, the works on the “Pievesistina” waste-ng@maent site in Cesena will be
completed and the safety control activities, espgcat the Modena, Bologna “Frullo”,
Imola “Molino Rosso” and Ravenna “Romea Nord” sitegdl be continued.

Frullo Warehouse: technology and memory side by sal

“Warm” offices, a modern warehouse decorated wideg plants and with walls that
speak of Hera and its history: forklift trucks amotes written on pieces of paper were
no longer sufficient; today, the warehouse opesatirHera’s Bologna premises
scanners, QR code readers, electronically-contiollertical warehouses and mufh
more. The operators work in a well lighted envir@mty with pedestrian walkways agd
designated routes for forklift trucks, efficientdasilent fumes extraction systems, gnd
even a break room with lively and colourful paigsnthese aspects promote a posifive
work environment in which employees are pleasegldk.

Recreational associations

The workforce has the option of taking part in thetivities organised by the
recreational associations of the various areas,set order to foster relations among
employees. The associations organise cultural,eational, sports and tourism
activities, promote special commercial agreemeotganise dinner parties, outings,
Christmas and carnival events, competitive sporenes, fishing competitions and ski
excursions. These associations also provide theaason tickets and book-lending
services.

For their members, the associations contributeragooto book spending on the part of
student workers and the children of employees ahérocontributions for sporting
activities and discounts from several businessdse &ssociations are managed
independently by a Management Board whose membersekected directly by
association members.

The Group contributes to the activities of the agg@mns by guaranteeing the financial
resources envisaged as a part of national coleedéfsour agreements and of locally
stipulated agreements and provides space for temmehactivities or for management
of these activities which are also promoted thougl internal communications
instruments.

In 2012, 5,108 employees were members of the agsmts. The activities of the
associations have been financed with contributiopsthe company (approximately
Euro609 thousand) and the employees (approximately Eutbousand).

Excluding Marche Multiservizi, roughly 22,500 peepparticipated in the activities
organised by the associations.

The internal climate survey

The internal climate survey is a fundamental instat in the ongoing process of
improvement, involvement and enhancement of thekiwore, which are two of the
operational principles set forth in the Hera GrdCiparter of Values. It began being

91



applied in the Hera Group in 2005 and is carrie emery two years to facilitate the

implementation and consolidation of the actionsifigprovement.

After analysing the results of the survey carried io 2011, 22 improvement actions

were defined: results and actions were communictitexigh the House Organ to all

employees in February 2012. These actions wergrass$ito a manager and monitored
on a quarterly basis through a specific report asidg the balanced scorecard. Of the
22 actions planned, 12 were fully carried out id2 only for the part related to 2012
and 8 are being carried out and will be complete?013.

Progress to 31 December 2012 of the improvement awts launched as a result of

the 2011 internal climate survey

Role in Hera

Improvement actions

The situation as at 31 Decemb&012

« To define an action plan concerning the generagagn(e.g., | *
reciprocal tutoring between employees belongindifferent
targets due to role and seniority).

« To favour a work-life balance through initiativegended to | ¢
train and prepare specific materials and toolsanage long
absences, and to favour a rapid re-entry to waxterision of
agreements with créches to the areas of Ferrardeivn
Rimini and Forli.

* To disseminate culture and best practices for tieetere and| ¢
efficient organisation of meetings, also througtining
courses.

« To provide visibility to operative roles (througftérnal .
communication tools).
« To optimise Hera's compensation policies. .

A study was carried out together with the FacuftiPsychology
of the University of Bologna regarding the genemagap within
the company. The study was based on interviewsisfgooups
and questionnaires provided to around 400 employed®ns in
4 priority areas were defined which will be implerted from
the first quarter 2013.

The 2012 edition of theMamma e Papa al lavord (“Mummy
and Daddy at Work”) booklet was published (focusadhe
rights and obligations relating to work/life balerend parental
leave) and th®isabilita e lavoro (Disability and work) new
booklet (focused on the opportunities and rightdifiérently-
abled workers and workers who assist differentligdb
individuals). The request for funding waisccessfully granted
in November. The activities will be launched fronaidh 2013.
The agreement for a company créche in Rimini waited
regardless of the financing (three requests reddigen
employees for 2012-2013 which were met).

A special feature was published in the House Orggarding
the effective management of meetings: the matép@dters and
table cards) was displayed in the meeting roomseAgarning
course on time and meeting management will be @blailin the
first quarter of 2013

Eight in-depth articles on operative roles werelishled in the
House Organ

An in-depth article on “Top Employers — CorporatetGrd” was
published in the House Organ, in which one of tlieia
focused on compensation. The contents of the Corafiensand
Incentives section of the Group’s website were tguila

Workplace

Improvement actions

The situation as at 31.12.12

« To provide continuity to the “Passaparola” (“Worfd o .
mouth”) project, also aimed at more and timely sitpof
company projects and initiatives, and its extensioother
Group areas.

« To provide continuity to actions begun as parteftA year |
for safety” project.

« To provide continuity to actions undertaken for émgpes to | ¢
increase their awareness of opportunities linkdchtovledge
of the labour agreement, the performance bonus and
calculation criteria.

« To control and if necessary update internal comgatitn .
tools.

The “Passaparola” project continued, with differlevels of
application in the areas also depending on therptisn of
resources in the organisational changes durintaitejuarter of
2012. The project will be reviewed in view of tHeevelopment
of the DGO (General Operations Division) organgsadi model”
project in 2013

The “Safety is not a game” project was completeti95 persons
were involved, equal to 90% of the company popaitati

The agreement for the renewal of the FederambMatienal
Collective Labour Agreements of June 2011 (economic
alignment with the new Fise National Collective bab
Agreement) and the document regarding the objectivatained
in the 2012 performance bonus agreements weregmgloli

A survey on internal communication tools was careet by
means of interviews, focus groups and questionsiggaper and
online). The results of the survey were publishethe House
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To favour more involvement from all structuresmternal
communication initiatives.

To provide continuity to internal services improvarh
actions (Facility and information systems).

Organ. Improvement actions to be implemented dwdit8 will
be identified

An internal communication guidance committee, cosegloof
the TOS Manager and his direct associates, wallisstad in
Modena during the first quarter, as a pilot praject

The actions planned at Facility (maintenance aadrihg of
work facilities, canteens) and information systéevel were
carried out

Immed

iate superiors

Improvement actions

The situation as at 31.12.12

To define training and development projects to iowpr
interpersonal communication and trust in the
manager/associate relationship, with a particdeus$ on
middle management.

To hold the fourth Exemplary Leadership seminatrfagh
in the Leadership Model activity plan. To defindiaas for
further development and dissemination in 2012-13.

To extend the “Focal Point” project carried ouBiologna to
other TOSs (identifying co-workers who, with proper
training, can support other co-workers in the Uddiorosoft
Office applications).

Training courses for managers and middle managetoent
improve interpersonal communication (feedback mansmt)
and the relationship of trust between managersaaadciates
(improvement of delegation processes) were held.
Approximately 5,000 hours were held with over 2@@tigipants
On 9 October 2012, the fourth Exemplary Leadershkipinar
was held with the participation of Andrea Pontreim@EO of
Dallara Automobili. The plan for disseminating tentents of
the Leadership Model in 2012-2013 was defined anddhed
The Focal Point project was carried out in Modeesighed to
develop and diffuse organisational culture. Thggmtoalso
included a module carried out in cooperation with Asphi
Foundation

Corpo

rate culture

Improvement actions

The situation as at 31.12.12

To provide visibility to internal climate and custer
satisfaction survey results.

To carry out a training initiative on the sustaiitigbresults
achieved by the Group (Alfabetico model).

“10 years” project, to celebrate our birthday.

Hera for you: assess information activities ondspelated tq »

health/medical check-up conventions.

Hera and solidarity: develop the new dedicatedaedcif the
company intranet and strengthen the VolontariHaraPe
initiative.

To provide visibility to projects related to thepapciation of
differences.

To create awareness raising actions regardingrtieegs for
obtaining the SA 8000 certification.

To assess a feasibility study on the activatioresburces for]

the work/life balance of employees and/or theiatiees (for
example, summer camps).

A four-page insert on the climate survey was phielisin the
House Organ in February 2012. The Chairman and th2 1@G&t
the workforce between February and March 2012. éétimgs
were held throughout the areas: the general aredraseilts of
the ICS and ESI surveys were also presented

The initiative has started to be planned and ietqul to be
carried out in 2013

An editorial project was carried out for Hera'stteanniversary
with stories and photographs of Group employees. “Dove sei
ci siamo” (Wherever you are, we're here) logo wasated to
strengthen the idea of being close to internalextdrnal
customers. Materials were also developed (banaedst plastic
cups, napkins for the canteen, etc.) and two visems shown
during the meetings between top management ancdbgegs.
Visibility was also achieved through a specificamtet section
and in the House Organ.

A health column, in cooperation with the Local Hedlnit, was
provided in the House Organ of the Modena TOS. Othe
initiatives are being evaluated

The Solidarity and Volunteering section was createdhe
corporate intranet divided into 3 sub-sections:\Miunteering,
Hera and Solidarity, and VolontariHeraPer (as phthis sub-
section, the 2011 cooperation with the Banco Alirmemtvas
repeated during the National Food Collection Day)

An e-learning course was held during the seconidaidhe year
to raise awareness of disabilities, in cooperatiidh Asphi. 92
out of 100 courses available were provided at iddial request,
and the average level of satisfaction was 4.4 b&t o
Communication related to the analysis of generationa
differences (GenerAzioni project) was carried ouEébruary
2013

Communication and internal training plans for theB880
project were developed and carried out

Initiatives were carried out during the summer et the
company creches of Bologna and Ravenna with qualified
teachers available for Hera employees’ childreitiatives
aimed at fostering locally grown produce at compairgmises
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were promoted with the company associations of Madmnd
Ravenna

Other dialogue and consultation initiatives

For the seventh year running, in 2012 the Chairarash Chief Executive Officer met
with the entire workforce to illustrate the busisgdan, to present the results of the
corporate climate survey and the annual customesfaetion survey, and to comment
upon the Groups most significant projects: 16 nmgstiwere held in the various areas
over a couple of weeks, involving over 80% of tharkiorce.

Among the novelties, in order to increase employee®lvement and participation in
the meetings, two videos were shown to celebraesitoup’s ten years and to promote
the workers’ involvement in the Human Energiesaaht project.

During the second and third quarter, the top-dosmmunication meetings related to
the “Passaparola” (“Word of mouth”) project wererread out in the areas. The
meetings addressed 3,500 employees of the TOSswane aimed at favouring
knowledge of the main corporate activities andatites, enhancing and standardising
the many communication initiatives already avagabl

In line with previous years, the main indicatorsitained in the Sustainability Report
were presented to the Trade Union Organisatior20it2. During presentation of the
Group’s business plan, integrated with AcegasAps, following were highlighted:
Hera’s training initiatives, data on the interninate survey and customer survey, and
details of the activities carried out for increa@siseparated waste collection and
reducing water losses.
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Customers

In 2012, Hera served approximately 3.3 million desits, the majority of which are
located in the six provinces of Emilia-Romagna. alalso provided services to local
businesses, for which fast track channels have bessted.
In de-regulated services (gas and electricity) arsmid gas and electricity to 1.7 million

customers in almost all regions of Italy.

Hera has surveyed its customers’ satisfaction gaah since 2005. Surveys are carried
out by telephone and the results are used to defipeovement objectives.

Objectives and performance

What we said we would do...

What we have done...

Ensure call centre waiting time of no more th
40 seconds for households and no more than 25
seconds for companies in 2012.

Ensure average branch waiting time of no mg
than 12 minutes in 2012. Ensure average waitin
time of less than 5 minutes for small business
customers at the eight main branches.
Guarantee compliance with specific
commercial quality standards for gas and elecyri
services, and the standards set forth in the applr
Service Charters, in 98.5% of cases in 2012.
Ensure a response within 120 seconds for 95
of calls to the gas service emergency number in
2012.

Improve response times to complaints,
guaranteeing compliance with the response time
by the AEEG in at least 95% of cases in 2012.

« Continue to promote delivery of electronic
bills: in 2012, increase the number of customers
who use this service by 40%.

e Continue to promote the quality of tap water
with additional information initiatives in 2012.

In 2012, plan actions to improve the readabil
and clarity of the bill and work estimates.

« Improve the usability and content of the Hera
OnLine website, and in 2012 plan new services

am Call centre waiting times were 40 seconds fo
residential customers and 25 seconds for busine
customers. (see pagerore. Il segnalibro non &
rdefinito.)

je In 2012 the average waiting time at brancheg
was 10 minutes. The average waiting time for
small business customers at the eight main
branches was 3 minutes (see pag®ere. Il
cisegnalibro non é definito)

Dy In 2012, the percentage of compliance with

specific standards was 99.6%, compared to 98.7
% 2011. (see page 282)

« In 2012, the percentage of responses to gas
service emergency calls within 120 seconds was
93%. This figure was negatively influenced by th
calls associated with the February snowfalls:

sises to 95%. (see page 127)

The claims response time set by AEEG (40
calendar days) for gas and electricity services wj
respected in 98.3% of the cases, compared to
96.8% in 2011. (see page 135)

In December 2012, customers using this ser

promoting electronic bills in partnership with 69
municipalities was launched (see page 134)
The “In buone acque” (“In good water”) repof
was published once again in 2012 and for the fir
time included the results of the tests carriedbyut
the Local Health Units. The report was presente
also thanks to an online chat. The water labels
tystarted to be published in the bills from Septem0
2012. (see page 120)
The project was launched in 2012, involving
customers, and will be completed in 2013. (see
gpage 100)

provide online.

excluding the month of February, the percentage

increased by 65% compared to 2011. A campaign
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The new Hera Comm website was published
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April, with more functions (the possibility to
subscribe to commercial offers online) and new
graphics, architecture and navigation tree. The
« In 2012, create a website section dedicated tpproject to improve the Hera OnLine website is
consumers’ associations. under way. (see page 133)

» The new website section dedicated to
consumers’ associations has been online since
April 2013. (see page 142)

We shall...

« Ensure the following call centre quality levelssare call centre waiting time of no more than 40
seconds for households and no more than 26 seémndsmpanies in 2013.

« Ensure average branch waiting time of no more ft?ah minutes in 2013.

» Ensure, for all services managed, a response tiroerhplaints and to requests for invoice
corrections, within 40 calendar days for 95% ofsas 2013.

« Guarantee compliance with specific commercial quatiandards for gas and electricity services, and
the standards set forth in the approved Servicet@isain 98.5% of cases in 2013.
e Improve the percentage of compliance with commergiality standards for the estimation and
execution of simple works for gas and aqueductisesvn 2013
< Ensure a response within 120 seconds for 95% t&f wathe gas service emergency number in 2013.

e Subscribe a commercial self-regulation protocohwtibnsumers on the transparency, correctness and
quality of the sale of gas and electricity

« Publish the new Hera OnLine website in 2013 andawp its content and usability.
« Carry out interventions in 2013 to improve the leiggly and clarity of bills.

* “Give a tree to your city” campaign: continue t@prote the online bill and increase participation|by
30% compared to 2012.

» Extend the early warning service for water serimterruptions through SMS text messaging.
« Starting from 2013, consolidate the district-hegitsiocial bonus and the special conditions for aenta
categories of customers (the temporarily unemplayetl unemployed), introduced in 2010 and extended
on a yearly basis.

* Extend joint mediation to the integrated water gerv

Breakdown

Energy services customers

(thous.) 2010 2011 2012
Gas customers 1,081.6 11,1145 1,116.3
Electricity customers 382.5 482.1 541.1

Integrated water service customers

(thous.) 2010 2011 2012

Total customers 1,181.1 1,185.4 1,188.7

Urban hygiene services

2010 2011 2012

Municipalities served (no.) 181 181 187
Citizens served (thous.) 2,757 2,778 2,841
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There was an additional increase in the numbemusfoeners in 2012, particularly for
energy services. The growth was more significantthe electricity sector were
customers increased by 12%. As regards the reg@atienarket, the growth was more
evident: +19%. The intense commercial activitiesied out made it possible to acquire
150,000 free market customers, especially in tiggons of Emilia-Romagna, Marche
and Tuscany.

The excellent results achieved have been possildetal product innovation, multi-

service offerings and simplified management. Paldity, product innovation was

achieved with low costs and transparency, propegddthe new free market options

“Prezzo Netto Hera Casa”, “Prezzo Fisso Hera Casd, from 2013, “Prezzo Fisso

Hera Casa Natura”, in addition to the possibility &ll residential customers of the

electricity sector to choose between two consumpgimfiles, “Sole-Luna” and “24”

which allow customers to choose, respectively, i ate or single rate price for the

energy component.

Proximity to the customer was strengthened in widemd activities at over 120

branches located throughout the areas served, w@itlellent service levels and

continuous reinforcement of the sales force. Raggrthese last two aspects, strong
attention was placed on the maintenance of higlawebral standards, in line with the

Code of Ethics and the Code of commercial condogeming the sale of electricity

and natural gas.

In 2013, we will continue to work on focusing orstamer needs and service levels by:
« developing new products and offers aimed at progidiustomers with added
value;

» continuously improving in management streamlining;
» continuously training representatives and the stdese, maintaining direct
and continuous quality controls.

Commercial policies

Hera’s policy of commercial development is foundedhe following main pillars:
« multiple services offer: simplifying management émstomers by proposing a
single contact point and only one bill for energyvices (gas and electricity) and
the concessions (water and urban hygiene) in #esdrandled;
e proximity to customers: to be physically close toastomers through
approximately 120 branches and the widespread satasture; to be quickly
accessible through a call centre and the web; tecsdmally responsible and
contribute with our activities to the growth of tlerea and of the local
communities;
» simplification of management: to give customers @ap&on of managing bills
on their own through the Hera OnLine portal andus=sting electronic mailing of
the bill and the direct debiting of utilities.
* low cost and transparency: to make our offers abaampetitive and clear and
adapted to the needs of all customers (over tlfigrs are currently available,
many of which can be customised further).

The commercial strategy applies to all customemmssgs: households, small and

medium sized companies, large companies, condomsand public bodies, with the
households segment achieving an increasingly deotea
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The portfolio of gas and electricity offers inclgda variety of proposals ranging from
procurement options connected with energy wholesadekets, as in the case of
“Prezzo Netto Hera Casa’, to the safety and stgtoli expenditure resulting from the
application of fixed costs that cover the “energgmponent”, as in the case of the
“Prezzo Fisso Hera Casa” offer. Furthermore, paldicinterest was shown towards
environmental sustainability leading to the “Prezzigso Hera Casa Natura” offer
which combines the advantage of a fixed cost tagetith the twofold prerogative of

reducing paper consumption and the emission of i@@he environment.

The two offers, Prezzo Netto Hera Casa and Preigeso FHera Casa Natura, are
particularly innovative:

Prezzo Netto Hera Casas Hera Comm'’s electricity and gas offer for resitial
customers available since April 2012. This innoxatbffer is unique on the
market and gives families the possibility to easljcess the main wholesale
energy markets. The offer is linked to the perfanoeaof the two most significant
wholesale price references: the “Single Nationatd”rfor electricity and the
Dutch “TTF” price for gas. To this regard, the “TTis the same price reference
introduced by the AEEG among the parameters onbtegs of which the
economic conditions of the gas protection serviee updated, from April-June
2012, with the aim to transfer the benefits assediawith the competitive
mechanisms of European wholesale markets also @éoettonomic protection
conditions. “Prezzo Netto Hera”, therefore, makiess ipossible to access two
competitive wholesale markets, thanks to Hera Canimtermediation, and a
monthly contribution to be added to the price oérgry which varies depending
on yearly consumption.

Prezzo Fisso Hera Casa Naturéss Hera Comm’s “sustainable” fixed-price offer
for residential customers. The offer will start2013 and Hera Comm’s aim is to
stimulate customers and raise their awarenessoéssregarding “sustainability”.
The supply of “CO-FER” certified electricity fromemewable sources will be
guaranteed and the offer will include, both forcélieity and gas customers,
online billing and automatic payment of the biltsrh the bank. Thanks to this
offer, customers will contribute to reducing thes ud paper and the emission of
CO; in the environment. By subscribing to this offeustomers will also take part
in the initiative promoted by Hera: “Get rid of Isil give a tree to your city”. The
project, in partnership with the main municipabti®f the Emilia-Romagna
regions, will result in the planting of new treeghe cities.
Before subscribing to Hera Comm’s offer as parttled free market, the customer
receives a sheet summarising all payments, setegrding to the templates provided
by AEEG ARG/com resolution no. 104/2010, which pdes a comparison of the
estimated annual expenses deriving from the offdr thie estimate of annual expenses
deriving from the economic terms and conditionshef supply for the service subject to
protection, defined by the AEEG.
A project to improve the readability and the chaof bills was also launched in 2012.
The project included the organisation of focus gwith customers belonging to the
households segment and to the companies segmeataiih of the groups was to
identify both the strong and weak points of curreitis and then identify the elements
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considered more important and useful by the custenmedividual eye-tracking tests
were also carried out. This tool allowed data avidence to be collected that were not
consciously reinterpreted by the customers, thlgsvailg us to identify which aspects
of the stimulus (in this case the bill) attractbdit attention and were truly assimilated.
It also allowed us to reconstruct the distributafnthe attentive resources among the
various elements and to obtain accurate and obgeatiformation about the visual
behaviour of the individuals during the first sedsmf observation.

The new multi-service bill, which will take into @munt the tests carried out, will be
tested once again on customers in order to astesdfectiveness, before becoming
available by the end of 2013.

Less paper with online contracts

Since August 2012 it has been possible to direstilyscribe to Hera electricity and g
offers by visiting the Hera Comm website and sagin a contract online. After t
customer inserts their details, a mail is senhtart with a link they can use to configm
the contract. The customer has 5 days to confinna. gubsequent mail they will receiye
a PDF of the contract which does not need to beesligr returned, just merely filgd
away. The online stipulation of the contract invedvthe issuing of electronic bills thlis
helping to further reduce the use of paper.

The Hera Comm salesietwork and commercial conduct

To sell energy services to medium and small custerfeouseholds and companies),
Hera Comm uses multifirm agents which propose eatgrthrough door-to-door sales,
by telephone, or by setting up appointments witst@mers. The Quality system defines
agency selection, which involves assessing condudimilar sectors, loyalty to a
principal company, corporate solidity and yearbudiness.

Hera Comm regularly provide all of their commeratdff and managers of agencies or
their subagents, with specific training includirng tcontent of the Code of commercial
conduct defined by AEEG and the rights recogniseertd customers. For telephone
sales, personnel uses a sales script which isadgulpdated with new regulatory
aspects and represents a guide of information toalpsferred to the potential customer
during the pre-contractual phase.

Hera Comm Area Managers also periodically suppostamers in assessing whether
the rules provided have been applied correctlyining is always provided before
delivering the materials necessary to concluderaotg with end customers.

Regarding the rules of conduct for agents and seriiagHera Comm has used a Sales
Manual for years (integral part of the Agency Matedavhich includes the Hera Group
Code of Ethics), which all partners must sign. Reég@ recognisability, sales
personnel must display their identity card and npussent themselves to the customer
clearly explaining that they work for a Hera Comutherised agency.

There is particular focus on the quality of contsgaroposed by agencies, specifically
any unrequested contracts, for which the Hera C@agemcy mandate sets forth specific
penalties. All non-compliances related to any unested contracts, together with other
types of non-compliance, are tracked in order fgafhe penalties set forth and, if the
agency does not apply corrective actions, the agemandate is terminated for just
cause. In order to promptly intercept unrequestatiracts and ensure more customer
protection, Hera Comm has also decided to:
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* send a welcome letter to domestic customers foempapntracts as well and

not only for contracts concluded by telephone;

» send the welcome letter to non-domestic customers;

» extend the right to back out of the contract to-domestic customers and to

domestic customers, even if the contract was stipdl at a branch and not by

telephone.

* in order to ensure the prompt receipt of the custtanchange of decision,

activate the free market supply two months afterdinstomers signs the contract.
Controls and corrective measures concerning thisn@menon regard contracts
formalised by employees and by sales agents. Altraots are subject to a preventive
quality check aimed at controlling the authenti@fythe contract’'s signing, while for
telephone contracts, there is also a system tokdhecquality of a sampling of calls. If
fraudulent conduct is suspected, Hera Comm ingfia&i@ntrols and corrective actions
aimed at excluding its personnel’'s sales methodshmtio not comply with the legal
and regulatory context in force and professionigrity.
AEEG resolution no. 153/2012/R/com (“Adoption okpentive recovery measures in
cases of unrequested contracts and activationtectrieity and/or natural gas supply)
represents a significant measure to confront trenpimenon of incorrect commercial
practices and, consequently, unrequested gas a&atri@ty contracts. From 1 June
2012 (date on which the above Resolution entertm affect) to 31 December 2012,
Hera Comm handled 108 complaints with a specifibglaint management procedure
for unrequested contracts, 37 of which were relé&deghs supplies and 71 to electricity
supplies. Regarding these complaints, the appticaif recovery measures regarded 59
contracts, 21 related to gas supply contracts @tb 3lectricity supply. The overall
number of new gas and electricity contracts sigmetiera Comm in 2012 amounted to
243,434 (201,051 related to domestic customers 48883 to non-domestic
customers).
In accordance with Resolution 153/2012/R/com, thlesscompanies may be provided
with a “self-regulation protocol”: this further tbgeeks to limit the phenomenon of
unrequested contracts. In order to guarantee mamitransparency towards customers,
Hera Comm will adopt a self-regulation code by #r of 2013 which will also
support customers in understanding the energy mafke protocol will be defined
together with consumer associations.

Tariffs and billing

Hera manages service concessions (e.g. the integnatter cycle, urban waste, and gas
and electricity distribution) and free market seed (e.g. waste disposal and gas and
electricity sales). For service concessions, thiéfdaapplied by Hera are regulated by
controlling authorities (AEEG - Italian Authorityif Electricity and Natural Gas and
ATO — Water and Waste Regulatory Authority of EmiRomagna for water services
and waste management), while for free market sesyi@riffs are freely determined by
the sales company. For sales tariffs, AEEG defaresupdates quarterly the prices for
domestic and non-domestic electricity customersciwhihave chosen to not take
advantage of a free market option and for natuaalggervice domestic customers which,
having chosen to not take advantage of a free rhaskdon, are subject to the
protective economic conditions defined by AEEG.

The costs of Hera services for an average customer

100



Euro 2010 2011 2012 Change

2012/2011
Gas 925.07 1,015.96 1,139.03 123.07
Electricity 425.64 433.98 499.02 65.04
Water services 191.30 200.04 210.90 10.86
Waste 216.35 221.52 229.15 7.63
Total 1,758.36 1,871.50 2,078.10 206.60
of which attributed to Hera 602.67 617.45 646.05 8.69

of which attributed to raw materials 626.17 706.47 826.17 119.70

and generation
of which taxes, duties and system 529.52 547.57 605.88 58.31

charges

The costs of Hera services for an average customer

O Taxes, duties and system

charges
O Raw material and i 1883 €

generation quota —30—
199

B Share attributable to Hera
=10 __ 87%
@ 1 Cre) 606

IS
wu
B

90
26
417 o
31%
556
—
% quota Gas Electricity Water service Waste Total

competenza Hera

su totale bolletta
Gas: +4 € (+2,6%)
Electricity: +8 € (+9,7%)

Water: +10 € (+5,2%)
Waste: +7 € (+3,5%)
Total: +29 € (+4,6%)

In 2012, an average customer spent Euro 2,078 éoa’'sl services; of this amount, only
31% (Euro 656) represents elements of the billsedsby Hera. 2012 recorded an
increase in the total cost of Euro 207 (+11%) comg@o 2011. This increase is almost
fully attributable to the fuel price trends and thesulting impact on taxes which
significantly influenced gas bills (by more thaneothird of the bill). The Euro 207

increase is composed as follows:
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» Euro 120 related to the increase in raw materiadsgeneration directly related

to the fuel price trends;

« Euro 58 related to the increase in taxes, dutidssgstem charges;

« Euro 29 related to the increase in bill componatttsbutable to Hera.
The Euro 29 addition to Hera’s portion correspotad$.4% of the total amount of Hera
bills and concerns the water service (Euro 10)getketricity service (Euro 8), the waste
management service (Euro 7) and the gas serviage @Eu
The “Prezzo Netto” package that Hera Comm offergesidential customers from
February 2012 makes it possible to reach an estimatving of around Euro 40
(excluding tax) on the gas bill.

Tariffs as clear as water

Hera launched a new information campaign duringMoeld Water Day in March 201p
by distributing 10 information cards in squares andhe Group’s customer branches
which explain how the water service tariffs areed®iined, the elements comprisihg
them and influencing them, and how they are apple&®,000 cards were issued gnd
were also attached to the local edition of || Res#bCarlino and to the local edition pf
La Repubblica for Bologna.

The gas bill

Euro 2010 2011 2012
Raw material component 387.98 460.66 5639
Sales quota 42.78 42.78 46.30 Attributable to HEB&S !
Distribution tariff 11401 11851 119.16 __ _outofthe total bl |
System charges 12.84 10.58 14.26
Consumption tax 197.84 197.84 197.84
Regional tax 37.41 37.41 37.41
VAT (10%/20%/21%) 132.21 148.19 167.67
Total 925.07 1,015.96  1,139.03

Arithmetical average of six bills for a resident@istomer in the municipalities of Bologna, Ferrara
Forli, Imola, Modena and Ravenna, whose yearly wopdion measured by the meter totals 1,200 cubic
metres of methane gas. The grey areas refer fb ¢arnponents not falling under the responsibitify
Hera. A customer under market tariff protection dibons was considered to whom the economic
conditions defined by AEEG are therefore applidil tncludes 82% of Hera customers. The complete
data regarding the gas supply tariffs are availahléhe Group’s internet site.

The 2012 gas bill increased by 12% compared toylaat. The main increase was
recorded in the raw materials component, a conseguef the increase in the cost of
fuel during the first months of 2012, which is dilg linked to the wholesale sales
component, which defines natural gas purchase ¢egEsiro 96). The distribution tariff
remained substantially unvaried while system chargecreased by Euro 4.
Consumption tax and the regional tax are unchanged.

Gas distribution tariffs are set annually by AEEG on the basis of the raitef
ARG/Gas resolution no. 159/2008, which governsgae tariff scheme for the current
regulatory period of 2009-2012. Tariffs are diffetiated for the six macro-regional
areas into which the country is divided, and artermieined to guarantee coverage at the
macro-area level of the cost of capital and opegatosts incurred by distributors.
Specifically, the obligatory tariff levels for theistribution service and natural gas
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metering for January-December 2012 were approvedABY/Gas resolution no.
195/2011. On average, the distribution tariff aéelcthe total bill for 2012 by 10%.
Part of the distribution tariff includes componetdscover general gas system charges
(such as energy saving promotion costs) which tievidual distributors treat as
contra-items, paying the relative proceeds to thgonal Adjustment Fund. These bill
components are included in theysStem charges item. In 2012, system charges
updated by ARG/com resolution no. 201/2011, as w@odauarterly, decreased by
approximately Euro 4 compared to the previous year.
The portion of sales relative to the economic cbhowlé of the supply for the service
subject to protections, defined by AEEG, is govdri®yy ARG/gas resolution no.
64/2009. This resolution specifically defines:
« thewholesale componentwhich is updated on a quarterly basis. Duringl201
AEEG started a reform of the economic conditionsatural gas supply for the
protected service (implemented by ARG/gas resatutio. 116/2012) which, by
transposing the indications laid down in Decree L@ 1/2012, establishes a
gradual modification of the updating formula ofsthariff component: starting
from April 2012, and for an increasing percentagéhe following quarters, it will
be linked to the gas costs of the European whaeasalket
» the components to coveansport and storage costs
« the retail sales component the value of which was updated for 2012 by
ARG/gas resolution no. 200/2011.
Theraw materials componentis calculated as the wholesale sales componemsipd
transport and storage components and accountednf@average of 48.8% of the bill
total in 2012.
Lastly, in 2012 taxesaccount for an average of 35.4% of the total. Thases are due
to the State and regional local government auilesrifconsumption tax, additional
regional tax and VAT). Taxes are set by specifiovigions by the Ministry of the
Economy and Finance and the regional governmeiiaties, and vary according to
the use of the gas, whether for heating or onlyctaking or industrial uses. Beginning
in January 2008, VAT is applied at 10% for up t® 48/bic metres per year, and VAT
of 20% is applied to amounts over that for billsued until 16 September 2011, and
VAT of 21% is applied for subsequent bills due b tentry into force of the law
converting Decree Law no. 138/2011.
As an alternative to the protective economic coodg, customers may choose the
“Prezzo Netto” offer from the portfolio of Hera Coms free market offers. By
subscribing to the offer, customers may bind tlveists to the gas wholesale market.
Subscription to the “Prezzo Netto” offer enablegirsgs of approximately Euro 40 on
an annual basis exclusive of the taxes as mayfbgad from the comparative sheet of
December 2012 which provides a comparison betweerestimated annual expenses
deriving from the free market offer and the estiedaéconomic supply conditions for
the service subject to protection, defined by tHeES. In fact, before subscribing to
Hera Comm’s offer as part of the free market, tloenestic customer receives a
comparative sheet, set up according to the tengpla@vided by AEEG ARG/com no.
resolution no. 104/2010. The comparative sheetaaiable at Hera Comm’s website.
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The electricity bill

Euro 2010 2011 2012
Energy generation quota 214.18 220.18 240.61
Dispatching quota 24.01 25.63 21
Distribution and sales quota 83.83 81.69 89.60 iAttable to Hera: 18%,
__ _out of the total bill
System charges 43.96 46.21 73.85
Tax 20.97 20.82 20.43
VAT (10%) 38.69 39.45 45.36
Total 425.64 433.98 499.02

Bill for a residential customer with an installegpacity of 3kW, whose yearly consumption total<0R,7
kWh. The grey areas refer to tariff componentsfalling under the responsibility of Hera. A custanoé
the market with the highest protection with a resithl contract was considered; this includes 45% o
Hera customers.

The electricity bill of a residential customer tdish the service subject to the highest
protection is applied increased by 15% in 2012 caneqb to the previous year, mainly
due to the increase in system charges (+Euro 28)gameration costs (+Euro 20).
Dispatching, distribution and sales quota increasgdeuro 11. Only the distribution
and sales quota is attributed to Hera for covedgbe management and maintenance
costs of the power grid incurred by the distributtera S.p.A. and the costs for sales
activities (invoicing, bill sending, etc.) whicheaimcurred by the sales company Hera
Comm. This amount is 18% of the bill total.
For domestic customers in the most protected masdiete 1 July 2010, AEEG has
established the gradual introduction of twin reaeiffs, differentiated based on the
different times of day and days of the week durifgch electricity is used; those prices
were applied gradually after a suitable informaticampaign on the bill for all
consumers which have the new reprogrammed electnoters. The 2012 bill is
calculated by using the provisional twin rate faaifid the profile type defined by AEEG
(one third of consumption in the peak period and-thirds during off-peak periods),
which causes no difference between the twin ratk samgle rate prices. Initially, the
twin rate tariffs permitted customers to save bitisly consumptions to the cheapest
times of the day, corresponding to off-peak perio@ser the last two years, the
divergence between peak and off-peak tariffs islgaly being reduced, mainly as a
result of the variations in the Italian productisystem which has seen an extremely
strong increase in the production from non-prograle renewable sources
(photovoltaic and micro production plants).
Bills sent to customers include the following madems:

« sales service (costs incurred to purchase enemyoarthe dispatching service,

which ensures a balance between electricity supplydemand at all times);

» grid services (to cover the service for transpgrtatectricity on the national

transmission and local distribution grids to the tene including transport,

distribution and metering costs and system chayrges)

* taxes.
System charges, included within network servicesehbeen defined by implementing
laws and ministerial decrees, most significantlggislative Decree no. 79/1999, Decree
of the Industry Minister of 26 January 2000, Law28®3 and Law 368/2003. Among
the system charges, the highest cost componerfinfdr customers (equal to 93% of
overall system charges, Euro 69) promotes the ptouof energy from renewable
and similar sources through an incentive system clvhguarantees definite
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compensation for the energy produced and specraittons for the connection of the
plants to the networks. This component has corgtamireased over the past years
following the increase in production from renewasbteirces and the costs for adapting
the network to these sources.

In addition to the regulated tariffs of the highgsbtection market, customers can
choose amongst the various packages offered bynfisd&et suppliers: Hera Comm
offers “Prezzo Netto” for residential customers anuhll companies. By subscribing to
this offer, customers can connect their costs ¢oellctricity wholesale market. Before
participating in offers introduced by Hera Commtire free market, the customer
receives a sheet summarising the fees, drawn ufppeénmanner defined by AEEG
resolution ARG/com no. 104/2010, in which the eatienof annual expenses generated
by the offer proposed is compared with the estintdtéhe annual expense resulting
from the economic conditions of the supply for thest protected market, defined by
AEEG.

Integrated water services bill

Euro 2010 2011 2012
Aqueduct 84.83 87.52 88.61
Sewage 20.73 21.97 23.66 Attributable to Hera: 91%
Purification 56.43 59.87 64.32 out of the total bill
Fixed quota 11.91 12.50 15.14
VAT (10%) 17.39 18.19 19.17
Total 191.30 200.04 210.90

Weighted average, on the basis of citizens resitirige municipalities, of seven bills for a houskehof

3 residents in the municipalities of Bologna, Feard-orli, Imola, Modena, Ravenna and Rimini whose
yearly consumption totals 130°mf water. The grey areas refer to tariff composemntt falling under the
responsibility of Hera.

The average bill for a residential customer for 180per year increased from Euro
191.30 in 2010 to Euro 210.90 in 2012, an incred$e4% over the last year, and 5.4%
in the previous year.

From 2005 and up to 2011, the tariffs for the watgele were set by the Water and
Waste Regulatory Authorities (they had previousiéem defined by the CIPE) with
regard to all components relative to the variabktew quota, the fixed quota, and
sewage and purification quotas.

The tariffs applied for 2008-2011 are those resblg the Waste and Water Regulatory
Authorities in accordance with agreements subsdriloe the five-year period 2008-
2012, in application of the new regional methodddticed by the Regional Council
President Decree no. 49 of 13 March 2006 (excaptihi® Modena ATO, for which the
agreement refers to 2010-2014, the first regulatoeyiod during which Regional
Council President Decree no. 49 of 13 March 20(Q8ieg), and the Bologna ATO, for
which the agreement refers to 2011-2015).

Since 2008, the tariff has also included the cfustsnanagement of rainwater for Water
and Waste Regulatory Authorities of Bologna, Fexr&orli-Cesena (limited to a small
part of the municipality of Cesenatico), Modenay®&mma and Rimini.
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The cost of water in Italy and Europe

As highlighted by AEEG, “the| average cost of water (€ per cubic metre

average cost of water in ltaly is, 0| source: AEEG processing on Massarutta
average, among the lowest in Eurof gata, 2011

below Spain, France, Greect : ;
Germany, Great Britain, Holland an{ | « : :
Hungary. The average cost of 1 cub . | |
I I
I I
[ [
I I
I I

metre of water in our country i§ | s
slightly above Euro 1, higher only |
than the cost in Romania and muq | s

lower than the over Euro 4 in Greq | E:'
Britain and the over 3 Euro in Francq | s

Greece, Switzerland and Finland.”

According to the 10th national survey on a sampbfgational water service tari
published by Federconsumatori Modena in 2012, therage cost in ltaly fo
consumption of 200 cubic metres was Euro 313 inl2@dth significant differences i
the 105 provincial capitals analysed: the cost doms Euro 126 in Isernia (Euro 0|6
per cubic metre) to Euro 503 in Florence (Euro (&b cubic meter). During the same
year, the average cost was Euro 383 (Euro 19/enthe provincial capitals served By
Hera.

The average expenditure for the integrated wateticgediffers in the various areas in
which Hera operates and this depends on the diffenelustrial cost structures in the
various local areas, this also being due in pdercaw the quality of water at the origin,
the proximity of the abstraction source used, awdstments made.

The tariff trends for the three-year period helpsdo make considerable investments,
particularly for those sectors with a higher enmireental impact, such as reclamation
from sewage-purification.

In 2011, the portion of the tariff intended to couwavestments made and repay capital
invested was 23% of the tariff, while the remainifig¢o went to cover operating,
maintenance and emergency costs for grids and spland the fees paid to
municipalities and asset companies for the usenfshstructures. In this regard, it
should be noted that in 2011, Hera is well aboeeaverage of investments in the water
sector made by the 10 main Italian multi-utilityngoanies; specifically, it invested Euro
397 per 1,000 rhof water billed, compared to the average of E\89.3

A new tariff for the water service

By Law 214/2011, AEEG was appointed with water merwregulation functions. B
resolution no. 585/2012, it established a trangitiawriff method for the 2012/201B
period, by designating the local Authorities (inr @ase the Area Authority of Emilip
Romagna for water services and waste) to deternmeetariffs on the basis of the
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approved method. The Authority must establish 0222013 tariffs, on a temporafy
basis, no later than 31 March 2013, which will lbafemed by AEEG within 30 Jung
2013.

The new tariff method is based on the principleéhef full coverage of costs, althoutlh
providing gradual achievement of the approved ftatifalso establishes a criteriop,
albeit temporary, of cost-effectiveness by comparito the area plans approved by fhe
Area Authority. The temporary tariff method alsdraduces equalising mechanisins
and a first approach to the development of investmeby providing for the
establishment of a dedicated fund.

The new tariff method respects the outcome of éfierendum and eliminates the retyrn
of capital invested from the calculation of theffatn compliance with the provision
of EU law, it includes the coverage of operatingtspamortisation, financial charges
and taxes. It also establishes principles for imipig service quality which will b
further developed in the definitive tariff methodlid from 2014. Various fulfilment
have already been provided for, including the tpansncy of bills which will becom
effective from 1 January 2014.

The Italian Ministerial Decree dated 30 Septemb@992 implementing Law no.
13/2009 regarding customers connected to the semetg®rk without purified sewage,
establishes that if there are no purification @amt place, or if such plants are
temporarily off-line, users connected to the sevdersot have to pay the portion of the
tariff regarding purification. Nonetheless, chargégady incurred and expected for the
design and construction of purification plants Ebal deduced from the amount to be
returned/subjected to the provisions of law. Thenisterial Decree sets the term for
returning the tariff component regarding purificatiat five years. Hera surveyed users
connected to the public sewerage network and notexied to treatment plants, and
identified the amounts paid by each user for thatinent service, the volumes of water
invoiced to them and the relative reference peremts provided this information to all
Water and Waste Regulatory Authorities which resdlen the lists and authorised the
operator to disburse refunds. Customers can cHetley are entitled on the Group’s
website.

The percentage of users in the areas served by Wisvaare connected to the sewer
network without purified sewage accounts for 0.58the total. In Italy, approximately
17% of users were in this situation in 2007 (BlwoB, Utilitatis, 2009).

Billing for waste management

Euro 2010 2011 2002
Fixed quota 78.18 80.21 82.14 Attributable to H8#% !
Variable quota 109.95 112.41 117.12 __ out of the total bill _:
Additional province charges 9.41 9.63 9.96
VAT (10%) 18.81 19.26 19.93
Total 216.35 221.52 229.15

Weighted average, on the basis of residing citizehsix bills for a household of 3 people, residi@rthe
municipalities of Ferrara, Forli, Imola, ModenavRana, and Rimini, in an apartment measuring 80 m
The grey areas refer to tariff components notrfgllinder the responsibility of Hera.

A household of 3 people, residing in an apartmeaasuaring 80 square metres paid

approximately Euro 229 in 2012, an increase of @gdprately Euro 8 compared to
2011 (3.4%). This average increase was especrdllyenced by the increased tariffs in
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the province of Ravenna, an area in which there l@®h no increases since 2010.
Therefore, the upward trend recorded between 26d(®@11 continues, which is lower
than the 4.8% average tariff increase for the unvaste service recorded in ltaly in
2012 (national consumer price index for the genptdllic, waste collection, source:
Istat).

Tariff increases are caused by the need to rais#stédoward completely covering
service costs as laid down in the Ronchi decree.chiverage of costs in 2011 was 94%
as resulting from the most recent economic andntiiz reporting available. The
temporary data available for 2012 (to be confirnadigr the definitive reporting) is
98%.

The cost of urban hygiene services in Italy
The Waste Dossier published in 2012 by tBsservatorio Prezzi e Tariffe i

Cittadinanzattivacompares the tariffs for urban hygiene servicesyanous Italian
provincial capitals.
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Total cost per user in cities with over 250,000 rédents (3 occupants, 100 m EUR)

Naples Tarsu 1 | 508
Catania Tarsu | 1 396
Rome Tia | | 378
Venice Tia | | 346
Milan Tarsu | ] 262
Turin Tarsu | ] 261
Bologna Tarsu __ 261
Genoa Tia | ] 260
Bari Tarsu | ) 242
Palermo Tarsu | ] 218
Florence Tia | ) 177
Verona Tia | | 176
0 100 200 300 400 500 600

In order to incentivise separate waste collectitera provides tariff discounts to people
who bring their waste to the Collection Centres thscounts applied differ in the
various local areas and are subject to the appivile Water and Waste Regulatory

Authorities and the Municipalities.
By analysing the disposals at the Collection centiecan be calculated that for

a

household with 3 members which annually dispose24d@f kilograms of waste (paper,
cardboard, glass, tins, plastic, other materiath sas oils, small appliances, etc.), the
average discount is approximately Euro 24, whinhaddition to the VAT and regional

tax savings, is 12% of the average bill.

In the areas where domestic composting is alsothesed (if there is no organic waste
collection service), the discount applicable tooadehold of 3 people varies from Euro
15 in Ravenna to Euro 24 in Modena. With this distosystem, residents who
systematically bring their segregated waste toGbkection centres and also carry out
domestic composting can benefit from a discounEwfo 40 on their bills which, in

addition to VAT and regional tax savings, represei@% of the bill.

current urban waste management payments bothioaacial and fiscal nature (Tar
and Tia) and has established a new Municipal tawaste and services (Tares).
Tares is composed of:

waste which will be calculated, as in the casehef Tia, according to the rules

portion per single category of user (domestic ar-domestic);

0.30 per square metre (which may be increasedéiyltmicipalities to Euro 0.40).

* a portion covering the costs for the collection alsposal of urban and similgr

Decree no. 158/99 which includes the calculatiom difked portion and a variable

Goodbye Tia, hello Tares
Starting from 1 January 2013, Legislative Decree 2@1/2011 has suppressed fall

u

Df

* a portion covering the costs for the indivisibleveges already established in Eyro
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Discounts and tariff reductions may be appliedh® total of the two portions on the
basis of the type of user (e.g. only occupant)asspd collection (for domestic usefs)
or waste sent to recovery (for non-domestic usd?s)vincial tax is applied to t
portion covering the costs of the waste collechod disposal service, as in the cas¢ of
the Tia, whereas VAT will be no longer applied sirice Tares is of a fiscal nature.
The Municipality will collect the new tax (in acaance with current regulations) apd
may assign Tares ancillary activities (billing, alzdse management, etc.) to the curfent
service operator, for 2013 only.
In accordance with current regulations, the Tardsbg&come effective on 1 Januajy
2013 and the first instalment will be due on Jubt 2.

Hera is carrying out trial projects in two munidipias in order to define a precise tariff
model in line with the services offered in the at®aen the absence of a precise tariff
definition by reference regulations, these projéetge been temporarily suspended

The district heating bill

Euro 2010 2011 2012
Meter rental 25.82 26.64 26.64
Variable quota 917.45 1,017.08 1,136.53
VAT (10%/20%) 10440 104.37 116.32
Total 1,047.67 1,148.09 1,279.49

Weighted average based on the volume served diiltedor a household resident in the municipafiteod
Bologna, Cesena, Ferrara, Imola and Modena, witavenage consumption of 1,206 of methane gas,
measured at the meters, with a monomial domedift: this includes 86% of Hera customers. The bill
for Ferrara was calculated excluding the tax inwestrecognised due to the prevalent use of getder
sources. The grey areas refer to tariff componesit$alling under the responsibility of Hera.

The expenses incurred by a household in 2012 &bricti heating are 11.4% higher than
in 2011. The aforementioned district heating bilsacalculated considering a family
with an average consumption of 1,200 cubic metfes)@hane gas measured at the
meter.

Comparing the average expenses paid by a housébrottie district heating service
with those which would be required for a methane gkant, it is clear that district
heating brings about significant savings.

These savings amounted to an average of 9%, anduasdantially the same in the
various areas in which the Group tariff is fullyplipd. The exception was Ferrara,
where savings were greater, as customers in tles ean take advantage of a “tax
incentive” due to the prevalent use of renewabkrgn

This saving for district heating compared to the gapense is caused by the fact that
with district heating, lower accessory chargesiacerred for the management of the
domestic boiler: for district heating, accessorgtsaccome to Euro 45, while for gas,
they come to Euro 312 per year (the annual quatéheopurchase of the boiler and the
related ordinary and extraordinary maintenancesgost

Tariffs for families undergoing economic and physial difficulties

For the supply oklectricity, the “social bonus” is an instrument introduced thg
government in 2008, and made operational by the GQER partnership with the
municipalities, for the purpose of supporting faeslundergoing financial difficulties
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and large families, guaranteeing savings on thleicticity expenses. The electricity
bonus is also provided for persons with physicHladities, meaning cases of serious
illnesses which require the use of electronic madaevices which are crucial for
keeping the patient alive.

For families undergoing financial difficulties anddrge families, the bonus provides
savings ranging from a minimum of Euro 63 to a maxn of Euro 139 (Euro 155 for
the seriously ill). The amount is differentiatecsbd on the number of members of the
family. From 2013, the electricity bonus provided persons with physical difficulties
will no longer be defined on a fixed basis but il linked to the level of consumption
and to the number of electronic medical devicesgme with the possibility to obtain
retroactive recognition of the new mechanism.

Also for gas the “social bonus” provides a reduction in bfttes low-income families
and large families. The bonus was introduced bygbeernment in 2009 and made
operational by the AEEG, also in this case in gasghip with the municipalities. The
bonus exclusively applies to natural gas distributeough the network (and not to gas
in cylinders or LPG) and to consumption in the isseesidence. The bonus can be
requested by all domestic customers who use najagaith a direct supply contract or
through a condominium plant. The bonus is deterthie&ch year by the Authority in
order to provide savings ranging from a minimumeoifo 35 to a maximum of Euro
318.

In 2011, the gas and electricity bonuses issuddei@ Comm customers amounted to
43,001 (32,540 in 2010) for overall Euro 3.6 millio

The district heating social bonus

For the third year, Hera has voluntarily introdu@thonus to offset expenses for the
district heating service, to be applied with thenegprocedures as those used to ap
the offset to gas and electricity service expenbls.bonus varies from Euro 86 to E4ro
160 per year, based on the number of household ersnamd the climatic area. 863
applications were submitted in 2012 (815 in thevioes year) amounting to Euro 123
thousand.

For thewater service the tariffs set by the Water and Waste Regulafarthorities of
Modena (only in municipalities where the per capaaff is not applied), Pesaro-
Urbino, Ravenna and Rimini envisage a tariff foofftestic use by large families” with
reductions for families with more than six memb@nsd with more than 3 members for
the Modena Area). The Water and Waste Regulatomhdkities of Ferrara, Modena,
Rimini and Forli-Cesena (only in some municipadijibave also provided incentives for
disadvantaged families with ISEE (Equivalent ecoitostatus indicator) income below
the thresholds set forth by the various municipjtin accordance with requirements
set forth in the implementing regulations. The antoof incentives granted in 2012
amounted to Euro 887 thousand.

The per capita tariff rewards water savings

In some municipalities in the provinces of BologhMgdena and Ravenna, the Wa
and Waste Regulatory Authorities have introduceirdf for domestic uses, whic
takes into account the number of household mem(perscapita tariff) to incentivisg
water savings and facilitate large households.
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With the per capita tariff, the bill is calculatéaking into consideration the number of

household members: tariffs are favourable for levels of consumption, while they afe

penalising for consumption exceeding the amountf@eeach person based on the
savings objectives of the Water Protection PlathefEmilia-Romagna region (a base

supply of 150 litres per day per inhabitant was set 55 cubic metres per year). The
per capita supply, as well as the consumption letackvary based on the numberjof
persons in the household, thereby facilitatingdanguseholds which necessarily have a
higher consumption.
The per capita tariff is applied only to domestsers and, in 2012, it was applied in p0
municipalities located in the provinces of Bologii@acluding Bologna), in 16
municipalities of Modena (including Modena) andoime municipality in the provinc
of Ravenna. 50% of the population served by Hesmles in these municipalities.

1%

Regardingwaste management servicedlera applies social tariff reductions in favour
of parties who are experiencing serious sociaBtemsce difficulties, who can be

recognised as totally or partially exempt from thA payment. Funds have been

allocated for this purpose by the Municipalitieadahey may be paid directly to the

parties concerned, identified based on income. 2gee of the collected amounts

connected to the bills of these households is yncaise paid to the Operator. From year
to year, the municipalities resolve on the abovadfuin order to include them within

the financial plans to cover service costs. Furtitge, in some areas the tariff can be
reduced in favour of domestic users with one irdial disabled household member, or
with a degree of permanent invalidity of over 60%.

Hera allows customers faced with financial difficed to pay their bills in
instalments. Usually, three monthly instalments are allowetich can be increased up
to nine in some cases of financial hardship (regfisin of the customer in the workers’
mobility lists reported by social services). Theenest rate applied to the instalment
amount is the official reference rate of the Eusp€entral Bank (equal to 0.75% at
the end of 2012), increased by 3.5%: with the etteef amounts relating to the TIA
tariff, for which the legal rate defined throughmsterial decree is applied (2.5% in
2012). The AEEG established that for adjustmeris of significant amounts with
respect to the estimated bills, customers can stqaepay in instalments: in this case,
the official reference interest rate of the Euraope@entral Bank is applicable.
Throughout 2012, approximately 126,000 instalmeéang were applied for residential
customers, an increase of roughly 41% comparetid@tevious year (+35% in terms
of value divided into instalments). Even the numbginstalment plans implemented
for business customers rose by 42% (approximat@03, with an increase of 26% in
the overall value compared to 2011.

The agreements involve possilslespension of servicéf the bill is not paid. In these

cases, the procedure involves sending a first r@eniapproximately 20 days after the
bill's expiry (only for debts of up to Euro 250) caira subsequent reminder (after an
additional 20 days) by registered mail, which infigrthe customer that the service is at
risk of suspension. If payment is not made, thebu suspended, on average three
months after the bill expires. The customer mayest to pay the bill in instalments

throughout this period. If the suspension involeesdominium users, it is customary to
inform the residents individually before the seevis suspended. For the supply of
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water, Hera limits or suspends the supply in coamgée with the provisions of the
Integrated Water Service Charter and regulatiorisrece in the various ATOSs.

Benefits for unemployed and laid off customers exteled for the third year

Hera decided to extend for the third consecutiva yee benefits already set forth f
these customer categories, which were set to expwelJune 2012. The benefits
introduced in 2010 also incorporated a request miayletrade unions and loc@l
authorities, and were founded on the basis of #&rel to contribute in a practicpl
manner to facing the criticalities generated by ¢osenomic and financial crisis. The
benefit consists of granting 6 months of instalmgayments without interest for bil
for all services provided between 1 July 2012 addne 2013, or the extension of
payment due date, and is intended for customers avhotaking advantage of the
extraordinary temporary lay-off fund, in mobility dismissed for unjust reasons.

Service quality

Electricity and gas

Regulation of quality divides the standards to bet imto “general” and “specific”.
Failure to meet the latter due to causes attribeitéd Hera requires the payment of
indemnities to customers or to the sales compaguitiag technical data from the
distributor, which may vary depending on the typesupply (low or medium voltage
for electricity, the meter category for gas), theag in executing the service and the
times required for compensation. The automatic @regtion varies from Euro 20 to
Euro 140 based on the type of supply, and can aserdased on the delay in the
provision of service or the fulfilment times.

Among the specific quality standards for the digttion service, we note the time limits
for executing works, activating supply, and thduf@ to comply with the punctuality
bracket for appointments scheduled with custom®&RI3/gas resolution no. 120/2008).
For sales, the standards monitored are compliartbethe time limits for adjusting bills
and claim response time (Consolidated Regulationshe Quality of Electricity and
Natural Gas Sales Service).

Water and waste management

When managing the integrated water service andiib@n waste management service,
the operator is committed to complying with specifiinimum quality standards set
forth in the Service Charter. The Service chadadrawn up on the basis of a reference
template prepared by the Water and Waste Reguldothorities and annexed to
signed agreements.

The water service charters have been applied fpratinces since 2011, including that
of Modena, although it has not yet been approvée. dpproved service charters were
presented to the consumer associations and madebdeaat branches and on the
website, following a notification regarding theppaoval provided in the bill.

The Waste Management Services Charter has only éeeroved by the Water and
Waste Regulatory Authorities of Ferrara.
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Since 2008 the monitoring of the quality standdodshe approved charters has been in
place, as well as the related automatic settlemenobmpensation to customers whose
services were provided outside of the standard liimmiés (in line with the provisions of
the AEEG), due to causes attributable to Hera, dditeon to the payment of
compensation upon requests from individual custsméren automatic compensation
is not foreseen. The specific quality standardsviding automatic compensation
include the timeframe for estimation regarding demaqueduct works, activation of
supply and reactivation in the event of late payim&he base automatic compensation
varies from Euro 26 to Euro 32 in the various areasl can increase by up to three
times due to delays in service execution times andip to three times for delays in
paying the compensation.

District heating service

In 2008, Hera began monitoring the quality of digant services and paying automatic
compensation to customers if the commitments sét fo the “District heating service
quality charter” are not respected; this benefivaduntary since there is no external
authority in charge of regulating the service. Hutomatic compensation varies from
Euro 30 to Euro 120 based on the type of supply tiufailure to comply with
standards, for causes attributable to Hera, sue@stasation for the execution of simple
works, the activation and reactivation of supplythe event of suspension due to late
payment. The compensation may be increased by djvdctimes due to delays in
fulfilment times.

Compliance with specific quality standards

Number of
% 2010 2011 2012 services provided
(2012)

Gas 98.6% 98.8%  99.6% 1,122,113
Electricity 97.6% 97.6% 98.3% 45,271
Integrated Water Services 99.0% 98.9% 99.2% 136,202
District Heating 98.7% 98.8%  99.7% 1,444
Total 98.6% 98.7%  99.5% 1,305,030

Data do not include Marche Multiservizi.

The overall data show an additional improvemen@9r6% of cases, Hera provided the
service requested by the customer within the tiameés established by the Italian
Authority for Electricity and Natural Gas or by tBervices Charter in force (95.8% in
2008).
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Compliance with specific gas and electricity qualyt standards

Number of
% 2010 2011 2012 services provided

(2012)
Gas sales 94.9% 97.1% 98.4% 6,019
Gas distribution (final customers and 98.6% 98.8%  99.6% 1,116,004
sales company)
Total gas 98.6%  98.8% 99.6% 1,122,113
Electricity sales 90.0% 95.2% 97.9% 4,737
Electricity distribution (final 98.0% 97.8%  98.3% 40534
customers and sales company)
Total electricity 97.6% 97.6% 98.3% 45,271
Total 98.4% 98.7% 99.5% 1,167,384
Of which Distribution 98.5% 98.7%  99.5% 1,156,628

Data do not include Marche Multiservizi.

Compliance with gas distribution quality standards(final customers)

Standard Number of
% (working 2010 2011 2012 services provided
days) (2012)
Estimates for simple work 15 93.2% 90.2% 93.7% 8,35
Execution of simple work 10/15 90.4% 87.6% 88.9% 397.
Estimates for complex work 40 97.5% 99.1% 94.9% 34,1
Supply activation 10/15 99.7% 99.4% 99.7% 44,050
Supply deactivation 5/7 97.1% 97.3% 97.5% 30,003
Reactivation after late payment 2 98.8% 99.3% 99.2% 13,870
(I?_eacnvatlo_n in the event of_ i ) 96.6% 1,252
isconnection due to potential danger

Punctuality bracket for agreed 2hours  99.4%  99.5%  99.8% 74,746
appointments
Punctuality bracket for postponed 5 o 99805  99.6%  99.8% 15,843
appointments
Submission of metering unit control 10 95.8% 100.0% 514
results to the vendor
Non-availability of reading data * 99.0% 99.8% a=EB
Total 98.7%  98.9% 99.7% 1,114,243

Data do not include Marche Multiservizi.

* By type of customer in accordance with articl1#11) of the TIVG (Consolidated Law on the Retail

Sale of Gas)

Compliance with gas distribution quality standards(sales companies)

Standard Number of
% (working 2010 2011 2012  services provided
days) (2012)

Provision of technical data obtained
through readings, requested by 10 83.3% 25.7% 73.4% 173
vendor
Provision of other technical data 15 73.30% 59.206 89 3% 1.678
requested by the vendor
Total 73.6%  51.4% 87.8% 1,851

Data do not include Marche Multiservizi.
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Compliance with electricity distribution quality standards (final customers)

Standard Number of
% (working 2010 2011 2012 services provided
days) (2012)

Supply estimate 20 96.4% 95.9% 99.2% 1,595
Execution of simple work 15/30 96.4% 97.8% 98.9% 321,
Supply activation 5 97.2% 96.9% 97.8% 10,013
Supply deactivation 5/7 98.2% 98.0% 98.6% 7,591
Control of metering unit 15 86.8% 87.2% 82.3% 62
Voltage control 30 100.0% 33.3% 16.7% 6
Supply r_eactivation following 1 97 5% 96.8% 97 3% 6.840
suspension due to late payment
Punctuality bracket for agreed 2hours  98.9% 98.7%  99.3% 2,594
appointments
Punctuality bracket for postponed 2 hours 99.1% 99.4% 99 4% 9.526

appointments

Supply recovery following metering 34 hours  98.2%  96.4% 99.2% 485
unit malfunction - : .

Total 98.0%  97.8% 98.4% 40,033

Data do not include Marche Multiservizi.

Compliance with specific electricity distribution quality standards

Standard Number of
% (working 2010 2011 2012 services provided

days) (2012)
Provision of technical data obtained
through readings, requested by 10 - 80.6% 87.5% 24
vendor
Provision of other technical data 15 62.5% 96.0% 96.2% 479
requested by the vendor
Total 62.5% 94.8% 95.7% 503

Data do not include Marche Multiservizi.

Compliance with specific gas and electricity saleuglity standards

Standard Number of
% (working 2010 2011 2012 services provided
days) (2012)
Response to claims 40 93.7% 96.8% 98.1% 9,368
Billing adjustments 90 93.1% 99.5% 98.6% 1,242
Double billing adjustments 20 60.2% 63.0% 89.7% 146
Total 93.0% 96.3% 98.2% 10,756

Data do not include Marche Multiservizi.
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Compliance with specific water service quality stadards

Standard Number of
% (working 2010 2011 2012 services
days) provided (2012)
Estimates for execution of simple 15 97 3% 93.9% 95.5% 6.018
work (water system) ' ' ' '
Estimates for execution of simple 15-40 96.9% 96.4% 95.4% 500

work (sewer system)
Estimates for execution of complex

30-40 99.2% 97.8% 98.0% 805
work (water system)
Estimates for execution of complex 30-40 99.6% 99.1% 98.1% 103
work (sewer system)
_Executlo_n of water connection for 15 96.1% 95.4% 96.0% 4.679
interventions related to simple work
Executlop of sewer connection for 30-40 91.2% 88.1% 96.1% 370
interventions related to simple work
Service supply activation and 7-10 99.6%  99.6%  99.7% 27,609
transfer
Service supply termination 5 97.4% 97.9% 98.3% 23,8
Supply reactivation following 5 99.5% 99.8% 99.9% 6.328
suspension due to late payment
Punctuality bracket for 2-3hours  99.8%  99.7%  99.9% 52,228
appointments agreed with the user
Punctuality bracket for
appointments postponed with the  2-3 hours 99.8% 99.7% 99.9% 8,317
user
Billing adjustments 45-90 92.0% 100.0%  100.0% 195
Response to claims 20-40 97.8% 98.0% 99.6% 7,167
Total 99.0% 98.9% 99.2% 136,202

Data do not include Marche Multiservizi.

For the integrated water service, reference is niadi#he standards set forth in the
Service Charters. Compliance with response timesvfdten claims, although not set
forth in the Charters, is voluntarily considereddacompensated by Hera for the
integrated water service as well, together withkitleng corrections.
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Compliance with specific district heating quality sandards

Standard Number of
% (working 2010 2011 2012 services provided
days) (2012)

Estilr(nates for execution of simple 15 100.0% 95.5% i 0
wor
Estilr(nates for execution of complex 80 ) i 97 4% 39
wor
Execution of simple work 80 100.0%  100.0%  100.0% 2
Supply activation 10 99.0% 98.9% 99.5% 422
Supply deactivation at the 5 97 4% 99.2% 100.0% 161
customer’s request ’ ) ’
Supply reactivation following 2 97 8% 100.0% 99 204 132

suspension due to late payment
Punctuality bracket for personalised 2 hours

; ) 100.0% 97.4% 100.0% 676
and non-personalised appointments
Contrpl of correct consumption 30 100.0%  100.0%  100.0% 10
metering
Submission of results regarding the 20
control of correct consumption 100.0%  100.0%  100.0% 2
metering
Total 98.7% 98.8% 99.7% 1,444

Data do not include Marche Multiservizi.

Compliance of general standards set forth in the Qusolidated Regulations on the
Quality of the Electricity and Natural Gas Sales Sevice

AEEG
% general 2012
standard

Minimum percentage of replies to written requests f

information sent within the maximum time limit 0®3 95% 98%
calendar days

Minimum percentage of motivated replies to written

requests for billing corrections within the maximum 95% 97%
time limit of 40 calendar days

Data do not include Marche Multiservizi.

Quiality of drinking water

In 2012 a total of 328,168 analyses were perforime&roup laboratories on drinking
water, which amounts to approximately 900 per @#ythese, 58% were carried out on
samples collected in the distribution networks.
The controls on the quality of the water used @ phoduction of water for drinking and
human consumption are governed by Legislative Eeae 152/2006 and Legislative
Decree no. 31/2001, respectively.
The controls are carried out by the water serviemager and the USL (Local Health
Authorities) at the source sampling points, atgbtability and accumulation plants and
along the adduction and distribution networks.
Hera has developed a Group Control Plan which descthe sampling points and the
control methods applied (analytic parameters aeduiencies). The Control Plan is
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developed on the basis of guidelines focusing @nwater's chemical, physical and
bacteriological characteristics, to protect fullhgaiance with legal requirements and
ensure an excellent quality product.

How much does water cost?

Consuming tap water instead of mineral water, othan benefiting the environmeijt,
also provides economic savings: considering anageerearly consumption level of
1,000 litres for a family of three, and an averagee in Italy of 35 cents per litre fq
certain commercially distributed mineral waterse tyearly expenditure for minergl
water totals approx. Euro 350. By contrast, yeadgenditure for the same quantity
mains water comes to only Euro 1.7. Italy is atftret place in Europe with 188 litre
of water consumed per capita in 2011 (Source: Bewdr2011) ahead of Germany wigh
170 litres consumed per capita.

Water quality also means controlling the effecte®s of the treatment process. For
example, chlorides and trihalomethanes are searfdredvhich result, respectively,
from the use of chlorine dioxide and sodium hypodtd as disinfectants. The
concentration of chloride and trihalomethanes m distribution network is constantly
kept under control within the legal limits.

Beginning in 2008, the average data recorded ferpiH, total hardness, dry solids at
180°, chloride, fluoride, sodium, nitrate ion, iérand ammonium are made public
every six months via publication on the Group’s sty listed by individual
municipality. From the first half of 2012, this seft parameters has been extended to
further four: calcium, magnesium, sulphates anal @ikalinity. These parameters show
the quality of the drinking water distributed areahde compared to the quality of the
bottled water available for sale.

Since January 2009, all of the drinking water puatihin plants in Romagna have been
managed by Romagna Acque - Societa delle Fontictimepany established for this
purpose by the local Romagna administrations. Isowater distributed in the areas of
Forli-Cesena, Ravenna and Rimini is purchased whtdeby that company, and Hera’s
involvement in quality is limited to managing thepplementary disinfection stations
along the distribution networks.

The quality of water now on the bill
The tap water label will be available on Hera’s fsdm 15 September 2012. Customers

compared with legally established limits (total aikity, ammonium, calcium
chlorides, pH, hardness, fluorides, magnesiumatasy; nitrites, dry solids at 180°
sodium and sulphates). Alongside the data, a messaginds customers that tap wa
is good, safe and better for the environment, diogva them to save Euro 300 per year.
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Quality parameter comparison between water distribtied by Hera and
commercially available mineral water products

Mineral Tap water ~ Bologna  Ferrara Forli- Imola- Modena  Ravenna Rimini
waters limits TOS TOS Cesena Faenza TOS TOS TOS
(min-max) Legisl. D. TOS TOS
31/2001

5.8-8.4 6.5-9.5 7.5 7.6 7.6 7.5 7.4 7.8 7.6
Hardness (°F) 3-93 50* 29 21 31 32 36 23 31
Dry solids at 180°C (mg/l) 22.3-  1,500* 369 269 390 399 541 309 410

1300
Sodium (mg/l) 0.9-74.7 200 22 17 24 31 52 29 30
Fluorides (mg/l) 0.07-1.1 15 <0.10 012 0.14 0.15 <0.10  0.12 0.14
Nitrates (mg/l) 1-19.55 50 7 8 9 11 21 5 12
Chlorides (mg/l) 0.3-78.4 250 34 29 34 43 85 44 39

* Recommended values

Comparison carried out with the data provided @nl#bels of 17 commercially available mineral water
excluding the parameter “Hardness” for which théadaublished by the magazine Altroconsumo was
used (no. 184, July-August 2005). The data reggrtiera water refer to the average values of 11,718
analyses carried out according to the frequencywitiddrawal points on the distribution network set
forth in the control and monitoring plan for theterasystem.

The assessments of the quality of drinking watstrithuted, as compared to the quality
of mineral water, are carried out based on theyéinglarameters which are commonly
surveyed at the representative sampling pointeeftater networks: pH, hardness, dry
solids at 180°, sodium, fluoride, nitrite and cides.

The parameters chosen to measure the quality @rwlatributed primarily refer to the
importance of distributing drinking water that cains a suitable amount of mineral
salts.

In good water: the report on drinking water quality

In September 2009 Hera published “In buone acqlreGlpood Water], the first repoft
published in Italy by a water service operator ba tuality of drinking water. Th
report aims to communicate the quality of Heraisking water in order to consolidaje

the trust of the public and motivate them to a mesare and sustainable use of this
resource. The report describes the roles and regplities of planners, controllers and

controlled parties, water treatment, purificatiord alistribution processes, the contrpls
that Hera and public entities carry out and thatnet results, and awareness initiatiyes
enacted by Hera with the aim to modify the indiabbabits and behaviours. The 20111
edition of the report was presented, also thankant@nline chat, in September 20{L2
with an important novelty: the results of the testgried out by Local Health Units wefe
presented together with Hera analysis data. TheHfadition of the report contains the
external contributions of the Istituto SuperioreSdinita, Coop Italia and Prof. Renata
Caudarella, specialising in metabolism and circoatliseases.

It is confirmed that once again in 2012 the averagiies for Hera water are
comparable with those of commercial mineral watansl that no departures were
granted from compliance of the limits set forth_ggislative Decree no. 31/2001.
Considering several significant parameters in terafs assessing water quality
(aluminium, cadmium, chlorites, Escherichia calgn, manganese, nitrates, lead and
trihalomethanes-total), in 2012 a total of 43,46@&lgses were performed. Of these,
99.3% gave a result in compliance with the legalitli showing essentially stable
quality with respect to the previous year (the petage of non-compliant analysis is
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calculated through the percentage ratio betweemuingber of compliant analyses, that
Is, analyses with all parameters in compliance \ilid limits set forth in Legislative
Decree no. 31/2001, and the total number of anglyde cases where even one
parameter falls within non-compliant levels, Harariediately carries out interventions
to return to compliant levels (washing of pipeshteolling disinfection, etc.) also based
on the indications of the Local Health AuthoritiecSompared to 2011, a slight
worsening of the aluminium indicator is reportedtie Imola-Faenza area, related to
the temporary plant adaptation phase of the aquetthat collects water from the
Bubano basins, aimed at improving the clarifloctataprocess.

For hygienic, health and public safety reasonsMhaicipality may issue an ordinance
declaring that the water is not drinkable duringgfic periods of time, when the
service will be interrupted. In these cases, it @l prohibited to use water for cooking
and drinking, or particular precautions will neede adopted (e.g., boiling), while as a
rule the water can continue to be used for allopheposes.

During 2012, 35 ordinances referring to unsuitafienking water were issued by
mayors, which referred to small networks serviangery low number of users. Thirty
of these regarded the municipalities of Alta Valewwhia (Rimini) with causes
attributable to the exceptional snowfall in Feby2012 which deteriorated the quality
of supply sources and made the functioning of tienfiction plants extremely
difficult. Three ordinances (against five in 20liggarded the municipality of
Pievepelago (MO), for which the integrated watevise was assigned to Hera in 2011,
the inherited plant situation was rather precarand structural work was carried out in
order to guarantee a higher level of quality aricbdity.

The Hera Group Laboratory System

purification and waste water treatment plants. Greup Laboratory System coveys
5,000 square metres of structures, while over 1ianiR00 thousand calculations were
carried out in 2012, which is approximately 3,0@0 gay, by 80 technicians. The tyo
laboratories comprise an ACCREDIA accredited “msite” laboratory that complie
with the UNI EN ISO/IEC 17025:2005 standard.

The Bologna laboratory, dedicated to analysing kiingp water, waste water ar|d
microbiological analyses is recognised by the Migi®f Education, Universities arlj
Research as a research laboratory and is equippiechighly specialised equipmeft
that is able to carry out research of micro potitdasuch as endocrine interfererjce
agents: this is the first laboratory in Italy tovhaaccredited those parameters, including
PFOA and PFOS parameters.
The Forli laboratory, where analyses are -carried solid waste, sludgeg,
atmospheric emissions and organic micro pollutaigtspne of the most advanced
facilities in Europe: it is equipped with highly tamated, sensitive and accurdte
equipment, including a mass spectrometer that asegmgnetic sector, an instrumgnt
with a very high resolution that is able to analysganic micro-pollutants such @s
dioxins, furans and PCB.

v)

121



As regards water analyses, the Group’s Laboratgsyeth has set up a specific sample
transport service, which is ISO 9001 certified aperates 7 days per week, in order to
transport samples located throughout the areaetd®ttogna laboratory. The means of
transport are extremely suitable to storing the @asmwithdrawn (refrigeration and
recording of transport temperatures), demonstratiegact that the amount and quality
of controls do not depend on the physical placeravtiee analysis is carried out if the
correct sampling operations and transport of tinepdas is guaranteed.

The results of the analyses are published by tleeatprs of the purification plants on
the same day as the sampling is carried out. Tladladiity of the results of the
microbiological analyses is guaranteed within 78reoEquipment is also available for
analysing numerous parameters in real time, andganey management services are
set up, through which the operators of water peatfon, waste water treatment and
waste treatment plants can obtain support for aealand sampling 24 hours a day.

At Hera, we drink tap water

The HeraO project, which began in 2008, promotes the dniglof tap water by Herh
employees. By drinking approximately 425,000 litoégap water in 2012 thanks to the

dispensers installed in the canteens and officesa Morkers avoided the productionjof

over 650,000 plastic bottles (0.50 litre bottles danteens and individual use, and 1150
litre bottles for offices and meeting rooms), résgl in energy savings df
approximately 44 toe, 122 fewer metric tons of @&missions and approximately 480
fewer bins of waste to be managed.

In 2012, the “case dell'acqua” (“water houses”) l@dtrong impact in the area Hera
operates in. These structures are located in pwskas and provide citizens with
chilled, natural or sparkling network water. Herartwipated in the creation of the
“water houses” in the area it serves and definedoivn format called “Sorgente
Urbana” (“Urban Source”) which was diffused in tb#her provinces in which Hera
manages the water service. At the end of 2012, a@mhouses (7 of which were
activated in 2012) and 6 urban sources (all actva 2012) provided 5.6 million litres
of water in 2012. A qualifying aspect implementgdAgriatica Acque — Hera Group’s
company specialising in the creation and managewfetitese structures — regards the
involvement, in cooperation with the Municipalitisesolved, of social cooperatives or
non-profit associations for carrying out daily siyi@on and cleaning of the water
houses.

Taking into account the considerable concern otier gresence of asbestos-cement
pipes in Hera's water network, for some time thenpany has carried out constant
checks on the state of the pipes through a plasoofrols to test for asbestos fibres in
the water. The use of asbestos, a common practicenstruction in other industrial
sectors up to the end of the 1980’s, was defiditibanned in 1992. While it has been
recognised that the inhalation of asbestos fib@asses serious respiratory illnesses,
there is no evidence of toxicity linked to the iagien of asbestos. In fact, the current
law in force regarding the quality of water destirier human consumption (Legislative
Decree no. 31/2001) does not set limits regardimegdresence of asbestos fibres: in
particular, the ministerial decree of 14 May 1986nex 3, cites a WHO (World Health
Organization) document which states that “... Thisr&no serious evidence that the
ingestion of asbestos is hazardous to health.”rébelts of controls performed in 2012
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show a general absence of asbestos fibres, witbxteption of very a sampling point,
where, in any event the number of fibres found wigsificantly below the limit of
7,000,000 fibres/litre indicated by the USEPA (USviEonmental Protection Agency).
Furthermore, the water has generally non-aggressiaeacteristics with respect to the
cement framework.

Hera working with Coop for “Acqua di casa mia” (“My home’s water”)

In 2012, labels on the quality of tap water arriadhe Coop Estense, Coop Adriatjca
and Coop Reno points of sale in the area servddeog. Coop’s initiative is part of the
“Acqua di casa mia’ (“My home water”) campaign argl carried out with thé
contribution of Hera, which provided the data ortevacontrols carried out throughopt
the area and organised information points in thénnhmgpermarkets involved. The
announcements with the tap water label were punhupe mineral water aisles at :
points of sale. 145 points of sale in 77 municipadi in the area served by Hera @
involved in the project.

Service safety and continuity

Electricity service safety and continuity

In 2012, the electricity distribution grids manadsdHera S.p.A. served approximately
260,000 users, in twenty-four municipalities of @milia-Romagna region within the
provinces of Bologna, Modena and Ravenna, disinguapproximately 2,233 GWh of
electricity.

The total length of the electricity grids manageg Hera through the Territorial
Operating Structures of Modena and Imola-Faenzauatsoto 10,013 kilometres,
73.5% of which in low voltage, 26.2% in medium agje, and 0.3% in high voltage.
41% of the lines are underground, and the resbageground lines. The increase in the
length of underground lines is a result of the iowement activities on the data
available in the company information systems. Ruithg work carried out throughout
2012, there was an increase of approximately 0.A%the distribution network
extension compared to 2011; the increase occunrédenlow and medium voltage lines
compared to 2011, while the high voltage grid remediunchanged. The physical and
administrative losses recorded in the distributyoid stood at approximately 3.5% and
no accidents involving citizens occurred in relatio the electricity grids managed by
Hera. In 2012, there were 6,808 cases of servieetreation after it was cut off due to
delays in payment.

In 2012, supplies relative to electricity grid mgament and maintenance activities
involved 9,010 days of work, particularly for acdties related to new plants that were
installed and grid maintenance. When suppliers thgnagreement, they are requested
to train and inform their personnel on the speaifs&s that could arise when work is
being carried out and on the protection and préesemheasures to be implemented, and
to provide their personnel involved in these atiggi with the proper clothing for the
tasks they perform. The company has a procedurehwkpecifies the criteria for
identifying roles and responsibilities for emerges¢c and defines general emergency
management rules and procedures.
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In 2012, the disposal of the last 12 transformepstaining dielectric oils with
polychlorobiphyenyl (PCB) was completed.

The integrated provisions of the AEEG regarding s$leevice quality of distribution,
measurement and sales of electricity for the reégotgeriod 2012-2015, approved with
ARG/elt resolution no. 198/2011, governs, amongeotihings, the continuity of the
distribution of electricity, identifying indicatorfor measuring outages, monitoring
systems and standards of reference.
The integrated provisions include the followingigators related to outages originating
on the medium and low voltage grids for which theemtor is responsible in the
incentivising regulations:
» the total annual duration of long outages withodvaamce notice for low
voltage customers;
 the total annual number of long and short outagéisowt advance notice for
low voltage customers.
With regard to the regulatory period 2012-2015, &Heas approved the reduction of
outages originating on the medium and low voltagesgattributable to external causes;
the above indicators, therefore, are calculatetusive of external causes. Objective
levels and trend levels related to these indicdtarse been set by the AEEG for each
area served by Hera by ARG/elt resolution no. 3Q122applicable to this regulatory
period.

Continuity of the electricity service

2010 2011 2012

Average number of outages per customer in highemanation
areas (2012 tendential level 1.20)

Duration of outages (minutes) per customer in high
concentration areas (2012 tendential level 28.00)
Average number of outages per customer in medium
concentration areas (2012 tendential level 2.25)

Duration of outages (minutes) per customer in mmadiu
concentration areas (2012 tendential level 45.00)
Average number of outages per customer in low auination
areas

Duration of outages (minutes) per customer in low
concentration areas (2012 tendential level 68.00)

1.10 1.03 0.94

15.66 7.94 8.40

1.93 1.88 2.64

21.13 2132 20.82

4.75 4.66 4.27

4262 4134 47.73

The average figure refers to outages for low vatagrvice, without advance notice and due to causes
that are the responsibility of the operator. Théage duration minutes refer to outages lastingrfore

than 3 minutes. The 2012 trend level is the indicatbjective for the two-year period 2011-2012.
Tendential level for average number of outagescpstomer in low concentration areas is 5.30 forlémo
Faenza and 5.38 for Modena; 2012 value are 1.4Brfola-Faenza and 5.00 for Modena.

The trend levels assigned by the Authority for 2@l&re complied with in all areas
managed.

With a view to reducing the number of outages aledtecity suggestions on Group
plants, a long-term plan regarding the installatdriPetersen coils continued. A long-
term plan is also expected to be launched forrib&llation of automatic devices in the
medium-voltage grid secondary stations, capableutting off the fault current along
the line in order to involve the lowest number «fets possible in the event of
malfunctioning.
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Hera takes part in the incentive and penalty systencontinuity recoveries related to
the electricity distribution service, set forth ARG/elt resolution no. 333/2007: in
2011, based on the number and duration of outagdsow advance notice, the
entitlement to Euro 480 thousand (incentives) anE232 thousand (penalties) was
obtained.

Within 30 November 2013, on the basis of the datavided in compliance with
paragraph 16.1 (ARG/elt 198/11), the Authority witleck and publish for each area the
service continuity recoveries obtained by the thisting companies during 2012.

The number of requests for active connections eéadibtribution grid managed by Hera
has increased significantly since 2007: requesteeased from 83 in 2007 to 386 in
2009, and reached 1,559 in 2012, on the rise cadparthe previous year (1,179). The
total input power requested for the connection r@fdpction plants was 45,320kW in
2012, a significant drop compared to 70,411 kwaa2

Gas distribution service safety and continuity
Hera manages the gas distribution service withotl)ective of ensuring high safety and
service continuity levels.
In addition to the consolidated supervisory aatgitand technological upgrading of the
networks and installation and in adherence to apble provisions issued by the Italian
Authority for Electricity and Natural Gas, the fming activities took place in 2012:
» the quantity of planned studies on gas leaks rezdast percentages well
above the AEEG requirements, with particular foesnghe highly critical sections
of the grid;
« controls were practically completed on the seismilmerability of the plants
managed;
» an original methodological model was defined fqoilat area which identifies
the seismic vulnerability and susceptibility of th@s networks. Relevant controls
were started based on the results of the model.
Since 2009, Hera has participated in the systenvigiry incentives for safety
improvements in the gas distribution service, defiby AEEG. Compliance with strict
requirements allowed Hera to voluntarily particgpah 2009, while Hera has been
required to participate in said system since 20dfich assesses three elements:
« compliance with service obligations, lack of gascidents due to the
responsibility of the operator, lack of breachestbis topic linked to AEEG
controls or inspections;
* number of measurements of the level of gas oddsizatarried out compared
to the regulatory minimum;
* number of conventional leaks reported by third ipart(two year moving
average) compared to the objective set by AEEGh®isame period.
The incentive accrued following the voluntary pagation in the system in 2009 came
to approximately Euro 13 thousand for the six pmoes managed, while in 2010 a
penalty (as set forth in ARG/gas resolution no./3682) of Euro 420 thousand for the
six provinces managed was recorded. In 2010, Hehigweed positive results for the gas
odorization component in all provinces managed. [Ea&s reported by third parties
component were positive in three provinces and thegan the other three. AEEG has
not made the results of the following years offigiat.
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Gas emergency services

2010 2011 2012

Average arrival time at the call location (min.) .33 296 31.8
Calls with arrival time at the call location with@® minutes (%) (service 0 o 0
obligation 90%, general level 95%) 97.8% 98.9% 98.7%

Data do not include Marche Multiservizi.

The positive results of the safety and continuitglicators were confirmed, with Hera
stably remaining above the levels set by the AEEB&012, for 98.7% of the 22,423
calls received (+16% compared to 2011), Hera imteed within 60 minutes, compared
to the minimum service obligation required by AEBE90% and a general level of
95%. Average call response time was approximat2ignButes in 2012.

Inspections and leaks in the gas network

2010 2011 2012
Percentage of total high and medium pressure nktinepected (min. 83.7% 71.8% 71.8%
standard 30%)
Percentage of total low pressure network inspegted. standard 20%) 70.7% 73.4% 75.1%
Number of leaks on distribution network located mjpgspection per 0055 0.058 0.063
kilometre of network
Number of leaks on distribution network located mjpotification by third

parties, per kilometre of network (min. standat@, ®enchmark 0.1) 0.071 0068 0070

Data do not include Marche Multiservizi.

Also in 2012, the percentage of the network ingmbeemained above the required
minimum standard: 71.8% for the high and mediunsguee network (the high pressure
network was fully inspected), and 75.1% for the I@ressure network, against
minimum standards defined by the AEEG of 30% faghhand medium pressure and
20% for low pressure, respectively.

2012 was the second year in which the new critéoia planning gas network
inspections defined in 2010 were applied, with t¢fsgective of increasing inspection
effectiveness. The new criteria were defined orbiigs of an analysis of historical data
related to leaks and to a precise mapping of trdrdgeological risk of each area in
which the network is located. The general critémi&olve an annual inspection of the
entire high pressure network and of the mediumlandpressure network if classified
as having a high probability of leaks. In otheresaghe inspection is planned every two
years. In addition to the general criteria, spedaifiteria define other situations in which
an annual inspection is required (e.g., network enafl specific materials or with
specific characteristics). A new methodologicalesion was defined in 2012 to analyse
the seismic vulnerability and susceptibility of thas networks. Additional criteria are
being studied connected to seismic risk which \eild to identifying the pipes to be
inspected first if significant seismic events wer@ccur.

The risk connected to the seismic events of May22Bil Emilia was mitigated by
inspection activities, also of an extraordinaryun@f carried out in the municipalities hit
by the earthquake.

In 2012 there were 70 leaks on the distributiorwoét located upon notification by
third parties, per thousand kilometres of networknpared to 68 recorded in 2011 and
71in 2010.
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The technical call centre

The technical call centre receives and diagnoskphene calls to the freephone
numbers of the Hera Group emergency service. Ealthreceived has the potential to
become an effective report of service irregulariiyt historical trends show that only
around 50% of calls regard issues to be checkebeirfield and, in turn, only part of

these is classified as actual emergency service.

The Hera Group technical call centre has two freephnumbers for the emergency
service, one dedicated exclusively to the gas serand the other to the integrated
water service and district heating. The simpliiiat of the emergency freephone
numbers, in line with AEEG ARG/gas resolution n@0/R2008, did not lead to any

substantial difference in the response performagiceisaged for the gas service,
although the number of calls handled rose (toglbner 63 thousand: +8% compared
to 2011. 92.5% of calls made to the gas emergeacyce were responded to (or were
abandoned) within 120 seconds (compared to a delexe of 90% established by

AEEG). This figure was negatively influenced bylgatonnected to the February
snowfalls: excluding the month of February, thecpatage rises to 95% which

represents a 2013 objective level for Hera. Thadiref the month of February

negatively influenced the overall performance @& téchnical call centre, as reported in
the following table.

Percentage of calls received by the technical caéntre answered or abandoned
within 120 seconds

2010 2011 2012
Gas 99.8% 99.8% 99.1%
Other Services 99.6% 95.7% 88.2%
Total 99.7% 96.8% 90.9%
of which for gas emergencies (general level 90%) 90.5% 96.9% 92.5%

Data do not include Marche Multiservizi.

A call to the Hera Group emergency freephone nusegins with an automatic

responder which allows callers to choose the servalated to their issue before
speaking with an operator. In 2012, approximat&§ thousand calls were made to the
Forli technical call centre, for which the averdgdd time was 9.4 seconds for the gas
service and 10 seconds for the other servicestlfadiagnosis made by the operator
caused only 46% of those calls, approximately 1idusand, to be classified as
emergency requests.

Average waiting times at the technical call centre

sec 2011 2012
Gas 10.0 9.4
Other Services 10.0 10.0
Number of calls 214,077 250,757
of which for the gas emergency service 58,699 53,4
of which for other emergency services 33,495 5,93

Data do not include Marche Multiservizi.
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The Hera Group’s remote centre for fluid networks

The Regional Remote Control Centre of Forli is tieart and mind of Hera Group
plant system and its water, gas and district hgatetworks, covering 60,300
kilometres in Emilia-Romagna. This unique structureltaly is able to monitor the
functioning of this complex system in real time,imbervene remotely in the event

of the year.

In 2012, the calls made to the technical centrEafi increased by 17% compared to
2011. This increase was influenced by two speafients: the persistent snowfall
which interested the area served by Hera (espgdidimagna) in February and the
earthquake that hit the province of Modena in MByese two events led to proactive
cooperation between Hera and the units of the RegiGivil Protection. In particular,

the Civil Protection opened a direct informatiorachel with the TOS of Rimini which

kept the Civil Protection constantly updated on ¢hate of alert and on the general
conditions of the area involved in the emergencyidsying a daily bulletin. In May,

instead, 5 resources from the technical centre wéaeed at the Civil Protection’s
disposal; for approximately 20 days they providedt fresponse aid to citizens in
seismic emergency situations from the Regionalcesfi of the Civil Protection. A

specific agreement between Hera and the RegiondlR2ptection is ready to be signed
by the parties, in order to regulate the coopemnatrbich is in fact already operational.

In 2013, the current call centre will be replacedhwan advanced-technology call
management system designed to improve custometiordain terms of prompt

response times and to increase the quality andeseptativeness of service
management reporting. A series of coded and custmmautomatic replies will be
activated in 2013 by area and by service (water distilict heating) in order to help
customers receive useful information as soon asdbenect to the call centre.

Safety downstream of the meter

AEEG resolution no. 40 of 2004 sets out obligatprgcedures for inspections of the
safety of gas plants for domestic use (that is,ctvHuel boilers for heating, water
heaters and stove tops, for example). The figureshiermal year 2011-2012 confirm
the significant results achieved by Hera: 8,379 nser plants were activated following
inspections with positive results, following the rifieation of the existence,
completeness and correctness of all documentatigmined by law. The decrease in the
number of requests to activate the supply for nemestic gas plants also continued in
thermal year 2011-2012, probably partially dueh® tontinuation of the unfavourable
economic trend.

On activating gas supply, Hera carries out anotihexck which is fundamental for
safety: inspection of the effective hold of the rugkant (post-metre). Before activating
the gas supply (opening the metre) the operat@specific tools to verify the effective
lack of gas leaks from the end customer’s gas p&mt the supply is activated only in
the absence of leaks.
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Also in case of a fault downstream of the metreemithe Hera emergency services
locate a gas leak in the plant of an end customh@mmediately suspends supply in
order to eliminate the dangerous situation. Theplsus then reactivated only after a
gualified installer fixes the plant so it no londeaks and issues the relative certification
(Annex E to resolution no. 40/2004).

Finally, it should be noted that in compliance wAlEEG ARG/gas resolution no.
79/2010, the new insurance for accidents causegabyleaks has been in force since
October 2010. Domestic consumers can thereforefibémen new services which can
be requested following accidents or damage caugsedising gas supplied by a
distribution network. The policy, informational douoents and all information is
available on the Italian Gas Committee website (wsigvt) in the “Insurance” section;
detailed information may be requested by calling fitkephone number of the Single
Buyer’s consumer branch.

Continuity of the integrated water services

The water network control activity index is expes$sas a percentage of the network
inspected for leaks.

On the whole, in 2012 over 4,100 kilometres of r@kwwere inspected, comprising
15% of the total water network, slightly lower thitne activity of previous years.

The index of the status of the water network isregped as the number of breakages
per kilometre of network and rose by 30% compaceths$t year, as a consequence of
the long and severe freezing conditions of Febr2&xj2 and, to a lesser degree, the
seismic events of May 2012.

Continuity of the integrated water services

2010 2011 2012
Percentage of network subject to active searclofses 18.5% 18.0% 15.3%
Number of breaks in water system pipes and tankkmeof 1.37 1.24 1.63

network
Data do not include Marche Multiservizi.

Aqueduct interruptions: Hera informs customers viatext message

As part of the objective to improve customer cotsaand relations, the GeoSMS
project was successfully tested in 2012 in a nundfeareas. The project infornys
customers in advance of any interruptions in théewaervice via text message.
message contains information about the place amatidn of the interruption and is
automatically sent to all customers who have silfisdrto the automatic alert syste

optimise the management of customers who have ubscsibed to the service and
non-Hera customers who need to be alerted.
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Information security
In 2012, in compliance with the information secuntanagement model adopted by the
Hera Group, the actions approved by the Informafienurity Management Committee
were completed.
The information risk status was assessed for inftion security purposes and the plan
of the actions designed to reduce the risk levebvpeesented and shared with the Risk
Committee.
Significant security-related projects in 2012 ird=u
» testing advanced mechanisms for the security of ¢benmunication
networks;
» applying special techniques and methods to tesirisgaulnerabilities in IT
infrastructures dedicated to the remote contrgilants;
* implementing an information security campaign femin training and
raising awareness in Hera Group personnel.

A winning team for the Rimini snow emergency

In February 2012, two metres of snow fell on theniaipalities of Alta Val Marecchia
leaving entire towns without water. The networkseveovered by metres of snow, the
affected areas were difficult to reach, operatimin{s were inaccessible and the
emergency lines were clogged up by calls from custs with broken meters @r
without water. Hera’s operators passed the testnBkie special vehicles provided py
the Civil Protection were often not able to redoh areas so the only way to move was
to wear snow shoes and follow the routes opendthdgkiers of the Mountain Resclie
Service. The emergency service was strengthenédaniemergency telephone line gnd
in order to deal with the lack of water, door-toadaleliveries were organised or the
networks were supplied with water taken directbnirthe tanks.

Customer relations

In 2012, the Hera Group continued the policy oflding up the channels through which
customers can contact the company so as to rewd¢aat simpler and quicker. Hera
has 5 different contact channels: the call cemradsidential customers, the call centre
for business customers, branches, the internetreaid

Contact channels with customers

(%) 2010 2011 2012
Branches 29.0% 29.0% 27.6%
Call centres 58.0% 55.6% 56.5%
Mail 6.5% 5.8% 5.2%
Web 6.5% 9.5% 10.6%
Total 100.0% 100.0% 100.0%
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In 2012, contact from customers increased by 13%b,there was significant growth in
the web channel and the sending of electronic.bille percentage distribution shows
that the call centre is still the prevalent char(béPo of contacts), followed by branches
(28% of contacts). Use of the web channel is irsiren (11% of contacts), to the
detriment of mail (5% of contacts).

Hera confirms its choice to invest in and devekspbranch network, which is deemed
strategic and distinctive in relation to its comimes. Specifically, in 2012, with the
purpose of rationalising the branch network, nioetact points were closed (two at the
end of 2012) representing overall approximately aP4he total number of contacts
managed. At the same time, a priority branch washeg in the municipality of Cento.
There are 76 branches in the seven areas manadefl lzawve opening hours set at 33
hours per week from Monday to Friday. Consideringp ahe area served by the
subsidiaries Marche Multiservizi and Hera Comm Marcthere are 120 branches
overall.

The call centre

In 2012, a total of 1,808,000 calls were receivetha Hera call centre, rising by 10%
compared to 2011. The technical indices were bigicaine with the stated objectives
and with the levels of the previous years for restehl customers, while they improved
for business customers.

Call centre quality

2010 2011 2012
g\(/;r?ge waiting times at the call centre for restid customers 338 374 39.9
Calls with satisfactory outcomes for residentiadtomers (%) 93.8% 93.5% 93.1%
Number of residential customer contacts at theazaitre 2,495,000 2,488,002,569,000
g\(/;r?ge waiting times at the call centre for busgheustomers 291 275 247
Calls with satisfactory outcomes for business austs (%) 94.9% 93.9% 95.1%
Number of business customer contacts at the cattee 282,000 430,000 498,000

The average waiting time based on a telephonébgadl customer that wishes to speak to an operator i
the time between the moment the request is madeoforersation with an operator and the beginning of
the conversation. It does not take into accounirthial information provided by the answer phoata

do not include Marche Multiservizi. Calls for autatic metre readings and automatic information are
included in the contacts.

By Resolution no. 168/2008, the Italian Authorityr fElectricity and Natural Gas

defines telephone waiting time as the time from dteat of the call being answered,
even if through the use of an automatic answerirechime, to the start of the

conversation with the operator or the conclusiothefcall if the caller hangs up before
speaking with the operator. Calculating the waitiimge according to the method

established by the AEEG, the Hera call centre hperiormance in 2012 of 88 seconds
for residential customers and 62 seconds for bssiristomers: both values are
significantly below the 240-second objective seABEG.

Regarding the stated objectives, the average resptime was 39.9 seconds for
households, compared to an objective of 40, and 2dconds for companies, with an
objective of 25. With regard to waiting time, irspect of the percentage of calls with
waiting time of over two minutes, 11% of calls frdrauseholds had a waiting time of
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over two minutes (stable compared to 2011). Thisgrdage fell to 5% for calls from
companies, trending further down compared to 2011.

As regards the quality perceived by household coets, the internal satisfaction
survey (carried out on a monthly basis) showedngmmravement in all indices (waiting
time, easy access to the service and call manadgrmarticularly in solving problems,
managing requests and providing consistent respah#igere is more than one call. In
2012, the company call centre saw an increase enatrerage level of satisfaction
perceived by customers of 4.5 points; specifically,the last quarter, an average
satisfaction index of 75 was reached and maintained

The standardisation and rationalisation of intercaimpany procedures and the
improvement in company information systems, suggablty a continuous training plan,
caused an improvement in customer satisfactioreimg of clarity of the responses
provided and ability to resolve problems. Conveosatimes were also reduced and
important commercial results were achieved.

In 2012, the project to align the flow of bills i, in order to reduce the variance in
the number of bills issued every week, continuadtHermore, the business call centre
was opened for an additional two hours, therefonti) 8 pm from Monday to Friday,
as already carried out for the family call centr11.

In 2013, in addition to implementing new informatigystem functions designed to
improve the understanding of customer requeststaming system for front end
personnel will be implemented in order to furth@prove conversation times between
customers and operators.

Branches

Once again in 2012 there was an additional increatiee use of branches compared to
the previous year (+7%), with around 35,000 costaDespite this, thanks to actions
implemented throughout the year at the branchesmanovement in quality indices
was achieved compared to 2011. The increasingagityilin the values of the different
areas also bears witness to the success of theisatjan as a whole.

Waiting times at branches

(min.) 2010 2011 2012
Bologna TOS Area 11.3 10.7 11.3
Ferrara TOS Area 14.7 13.0 115
Forli-Cesena TOS Area 10.0 10.4 9.0
Imola-Faenza TOS Area 11.8 8.8 7.9
Modena TOS Area 20.2 11.2 10.7
Ravenna TOS Area 14.4 9.3 8.8
Rimini TOS Area 8.7 9.7 8.6
Weighted average 14.5 10.5 9.9
Number of contacts 452,000 484,300519,117

Data do not include Marche Multiservizi.

The established goals for 2012 were achieved arghssed. The average waiting time
decreased to 9.9 minutes (5.7% less than the prewear) and the percentage of
customers who waited for over 40 minutes dropped.886 compared to 4.6% of the
previous year. These results were achieved thamlksgghificant improvement actions
which involve area branches every year. During 20h2 use of SPRINT, the tool
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providing forecasts of the influx of customers atrthes, positively influenced
resource optimisation.
The SPRINT system (Integrated Temporary Time Stahsiion System) is an
innovative software programme developed based oa Blgecifications, which carries
out three functions:

it draws up daily estimates of customer use ofvialial branches;

* it optimises the resources available based onntihexiof customers, balancing

the efficient use of resources with the attainnodrguality objectives;

it offers branch coordinators a tool to supporiafreme” decision making, so

that the branch structure can be adapted to therastantial reality.
Organisational improvements were also set up througthe year at the branches of
Forli-Cesena, Imola and Ravenna which, through réeeganisation of the activity
flows, further improved performances provided t@ficustomers.

Waiting time at the branches of the main Italian utlity companies

Hera is in first place in terms of branch numbed amiting times among the 7 mul§-
utility companies considered in the comparativdais between the main Italian utili
companies.

Branch waiting times, minutes (2011)

Hers I 10,5

A2A (2010) | 13,5

No. of branches

Iren | 20

Acsm-Agam (2010) | 22

Acegas-Aps |

Veritas Venezia |

Acea Roma

Online services

At the end of 2012, there were 165 thousand peaggestered with the HeraOnLine
portal, an increase of 27% over the previous year.

Online services are a tool that customers use aqdest more frequently. For this
reason, in 2012 focus was placed on revising Henar@'s website, which was fully
updated with new interaction modes, a greater nunabefunctions, new content
organisation and new graphics. The website mayskeéd to fully subscribe to the free-
market commercial offers of Hera Comm'’s portfolar the electricity or gas services,
or for the combined offer of both services.
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100,000 new subscriptions to the online bill = 2,00more trees

Opting for the online bill instead of the paper!bmheans taking an importamt
environmental action. For this reason, Hera hagldddo promote the use of the e-Rill
with a raising-awareness campaign which involvestamers and Municipalities, ar{d
which will lead to 100,000 new subscriptions andhe planting of 2,000 new tregs
thus contributing to the creation and developmehtgeeen areas. 100,000 ngw
subscriptions to the online bill will avoid the uskalmost 2,400,000 sheets of paper
every year. At the end of January 2013, over 20faftlies had decided to receive the
e-bill. In just three months, 80% of the objectiget for the entire year (25,0(
subscriptions) has been reached.
The online bill will lead to important benefits cpared to traditional paper bills f
which high amounts of paper are used, associatélal evnissions and consumpti

benefit: a tree may absorb up to 3 tons of, @@oughout its entire lifecycle (30 yea
and significantly contributes to the absorptiorpofiutants in the air.

The campaign involves 69 Municipalities in the aseaved by Hera which identifiedl,
on the basis of criteria determined by Hera itaell shared with the Municipalities (Jn
agreement protocols), the 88 green areas whereeabe will be planted. The areas are
generally existing public parks in which tree plagtwill be increased, or green ar{as
yet to be created. School gardens, tree-lined ageand cycling lanes have also bg¢en
included.
Each Municipality will receive a number of treegportionate to the residents: the tr¢es
will be around 3 metres high and, therefore, ablgive a new and upgraded look to fhe
urban environment chosen by the municipal autlewitiThe results will be monitordd
periodically to assess the overall increase obthescriptions.
Information about the campaign will be widely disseated on the specifically creatgd
web channel (www.alberi.gruppohera.it). The webnclgh provides information aboiit
the initiative, the partner Municipalities, the ententions planned, the simulator jof
attainable objectives, with ensuing environmentidiits in terms of C&avoided ano
paper saved, and the number of subscriptions rdadRapid access to on-line l:ill

subscription is also available on the channel tip loeistomers switch to electronjc

billing. In order to promote the sharing of the jpad among citizens and to pass fhe
word on to others, it is possible to show satisfector the initiative on Facebook arnd
Pinterest.

The company continued to promote electronic biéllso when new agreements are
signed, by offering customers the option of immesljabeginning to punctually receive
bills directly by email, thereby avoiding printignd sending paper documents. In 2012,
other than proposing the electronic bill when eaeliw agreement was signed with
Hera, this service was also promoted through tinepe#gn “Give a tree to your city”.
Over the last three years, the initiatives impletednto promote electronic billing
subscription have led to an over 168% increaseustomers who have activated the
service, recording a 65% increase in the past geawpared to the 40% objective set.
Approximately 64 thousand customers were enroltethe end of 2012, avoiding the
printing and sending of approximately 400 thousandelopes containing bills in the
same year. In 2013 the Hera Group will continuprtamote conduct aimed at reducing
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environmental impacts in terms of lower £€missions generated by less production of
paper bills and fewer trips to the physical brasche privileging the online portal.

Complaint management
Overall, in 2012 there was a 56% increase in comiglZ&ompared to the previous year
(approximately 6,900 more complaints), mainly coricated in the water (+77%), gas
(+36%) and electricity (+63%) services.
This trend was influenced by the following factors:
» the continuation of the difficult economic situatiand the increasing difficulty
for households and companies to sustain the costisreices, especially gas and
electricity (complaints related to advance paymeatsl consumptions have
increased by approximately 3,500 units);
» the application of the Constitutional Court ruliwpich recognised the right to
return the purification quotas paid by water sexuwisers that are not connected to
active purification plants (around 1,000 more caaghk, in many cases related to
entitled users that were not included in the kstailable online);
» the continuous expansion of the gas and electrfoity market, whose initial
contractual phase can cause problems and misuadénsgjs (especially given the
presence of several entities), also when operaaomgorrectly managed (around
1,400 more complaints).
In particular, in 2012, complaints regarding themdged meters due to the low
temperatures in February 2012, influenced the watawice (although less than
previous Yyears). The persistent difficult econongienditions of households and
companies is common to all services and contributeda significant increase in
customer awareness of the cost of the servicescesly the gas service.
Despite the increased number of complaints, thditgyuadices improved compared to
2011 in terms of the average response time, whictindr decreased to 16 calendar
days, compared to 19 in 2011. Hera responded toconeplaints according to the
expected time limits in 95.1% of cases (comparedrioobjective set at 95%). In
particular, average waiting times for gas and el@tt (services subject to control by
AEEG) were 13 and 14 calendar days, respectively.
The complaint prevention activity represented byntaot channels dedicated to
consumer associations continues successfully; istnoases a solution was found
without increasing the degree of conflict.

Complaints received

2010 2011 2012

Average complaint response time (days) 33.2 185 515
Percentage of complaints that were dealt with o o o

within the standard timeframe (%) 86.1% 91.9%  95.1%
Number of complaints received (n) 11,381 13,727 620,

Data do not include Marche Multiservizi. The coniplaesponse time is indicated in calendar dayth wi
a reference standard of 40 days.

As already mentioned, the current economic enviemncontributes to the general
increase in consumer awareness of prices. This alsobe found in an analysis of
complaints by type: in 2012, 68% of the complaweye related to the bill, up by 8
points compared to the previous year. Of these, 388&ard complaints related to

135



advance payments and consumption (30% in 2011),i$4&tated to supply activations
or deactivations (11% in 2011) and 15% refers tovgnt or collection issues, down by
4 percentage points compared to 2011 thanks todhsolidation of procedures and the
company’s great willingness to help customers ianemic difficulty. Furthermore,
complaints regarding reactivation after late paytreerd appointments with customers
for estimates, terminations and disconnectiondreth 6% to 4%.

Among the aspects detected when analysing the emmbpland dissatisfied customers
(the latter analysis was carried out using montdyisfaction surveys), it is worth
noting that customers often complained about tlve method used for showing the gas
service advance payments on the bill, which didinoiude any meter readings. This
modification was subsequently cancelled by AEE® #&tdlowing the high number of
complaints received by Hera Comm regarding thisdss

Further reorganisations were carried out in 2018@rder to create dedicated resources
focused on quality and timeliness of responsesw$lwere rationalised in order to
balance workloads among the groups, which weredttodown to two: households and
companies.

Mediation
Since February 2009, gas and electricity residestiatomers have been able to use
joint mediation procedures for the out-of-courtleetent of disputes, as set forth in the
protocol signed in 2007 between Hera S.p.A., Caoniseand 12 consumer associations
which aimed to establish, on an experimental basisnstrument for the resolution of
disputes before they result in lawsuits.
As at 2012 a total of 81 requests for joint mediat{(74 in 2011) were received: 28
regarding the gas service, 19 regarding the eb&gtiservice, 7 regarding both services
and 27 which could not be accepted for variousaess
Requests for mediation primarily regard probleniatieg to objections to consumption
totals and to alleged invoicing errors or delaysweell as to problems arising during
stipulation of the contract outside the commerpramises.
In terms of outcomes of the requests for mediatereived in 2012 and considered
acceptable, 24 were concluded through settlemedt arwith failure to reach a
settlement. The remaining 23 cases are currentigipg. Regarding the 27 requests
which could not be accepted, there were:
* 11 requests for which the deadline for replyinghte complaint had not yet
passed, or for which a complaint had not been stixdni
* 10 cases regarding services to which the medigironedure does not apply
(i.e. water service, district heating);
* 5 cases regarding non-domestic customers, or cessonvhich were not
entitled to submit such request;
« 1 request lacking other requisites, such as thelsimequest for paying by
instalments.
Considering the three-year period 2010-2012, 168ests for settlement were received
and accepted, 81 of which were concluded througleseent, 43 with failure to reach a
settlement and 4 with a waiver of the request,hasproblem had been solved in the
meantime. The remaining 34 cases are currentlyipgnd
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Disputes with customers

At the close of 2012 there were 259 pending dispwigh customers (of which 151
initiated during the year) mainly regarding the laggtion of the tariff regime for the
services provided and the recovery of paymentsh@fe 151 disputes, 89 refer to the
gas, electricity and district heating service, 6Q@he water service and 12 to the waste
management service.

The increase in disputes with customers compared0id (rising from 64 to 151)
mainly regards the energy sector, especially olgjetd the protective system to which
customers are assigned by the competent distribdisputes regarding billing and
complaints aimed at reactivating the supply of teleity or gas suspended due to late
payment. In the water sector, instead, there waseain disputes regarding objections
by customers to injunctions.

Confidentiality

During 2012, the procedure for managing the comisapyivacy obligations was
issued. The Group consolidated the personal datagiion management system, with a
view to increasing integration with the QSE inteégdasystem.

In addition to the adjustments resulting from thempany’s reorganisation, the
standardisation of a series of document templgtgislished on the corporate intranet
with a view to standardising behaviour by the wvasiodata controllers, including
suppliers’ data controllers, was completed.

The activity of analysing the regulatory developtsemnf the privacy and QSE
Regulatory Oversight continued; in 2012 the “Priathematic area was included in
the regulatory impact analysis dedicated to Datat@ters, and in the QSE Regulatory
Register. Specifically, 6 regulatory in-depth asaly were drawn up regarding the
impacts determined either by the issuing of newlagns or by the adoption of new
technologies that influence personal data handling.

With a view to guaranteeing an objective evaluatbthe performances of the privacy
management system implemented, an important aseessvas carried out in 2012 by
a qualified third party, which identified the malevelopment lines that must inspire the
activity of the Oversight and of the Data Contralle

Regarding the control phase, a dashboard of im@hgatvas drawn up in 2012 which,
once implemented, will allow us to monitor the ttesf the main privacy performance
indicators.

In order to enable greater transparency in thdioas with employees, in the light of
the new technologies adopted by the Group and aithew to balancing corporate
needs in compliance with the inspiring principlek the privacy regulations, a
“Procedure on the use of the Internet, e-mails atietr e-tools in the employment
relationship” was drawn up, which will be approweithin the first half of 2013.

Customer satisfaction survey

In November 2012, for the seventh consecutive yiwr,satisfaction of the Group’s
residential customers was surveyed; beginning 2640, this survey also includes data
regarding the satisfaction of free market customers
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In 2012, the 2010 score was newly confirmed dropgig 1 point compared to 2011

and standing at 69. The drop involved all index porents, especially those related to
more “emotional” elements of satisfaction, thathieyw Hera is perceived in relation to

an “ideal” multi-services company.

The score for customers who chose the free madkegds and/or electricity increased
by 2 points, rising from 70 points in 2011 to 72y particularly appreciated the quality
of the sales channel and of the procedures fovatain and transfer to the free market.

Assessment of overall satisfaction of residentialistomers

CSI (from 0 to 100) 2006 2007 2008 2009 2010 2010122
Service satisfaction index (Services CSI) 71 71 7272 74 73 73
Overall satisfaction index (CSI) 67 65 67 69 69 70 69
Global satisfaction 70 68 70 73 71 72 71
Satisfaction with respect to expectations 66 63 6668 68 69 68
Satisfaction with respect to the ideal 65 62 64 6766 68 66

The services index remained stable at 73 points:aja6 points and electricity at 73.
The water service showed a steady evolution atofdtg Finally, waste management
services reached the high satisfaction level gbdi@ts. This year, the Group’s branches
and call centres surpassed the 70 points thres{stihding both at 73), which
demonstrates the effectiveness of training initesi and the streamlining of internal
procedures.

2012 was a year of consolidation of the resultsaritie service level achieved over the
course of the past years. Evidence of the dromenowverall index cannot be found in
any of the service components and appears to résaft the external environment
(satisfaction component in respect to an ideal iotility company).

Monitoring of the contact channels (branches antcemtres) continued in order to
guarantee adequate service levels. The new Herm®mBranch will be created in 2013
which will make it easier to use the self servipesvided via the web. A project to
improve the multi-service bill is also being implented, with the aim to help
customers and to improve the transparency of théi-sarvice bills issued by the
Group.

The methodology used for the customer satisfactiosurvey

For the seventh consecutive year, the Customesf8&etion survey was conducted, |in
November, to assess the quality of services offaretlour customers’ satisfaction with
Hera overall. Approximately 3,000 telephone intews were carried out to understa
what customers think about the company.

The survey was carried out by an international gr@@FI Group) and is based on pan
internationally acknowledged methodology which isoaused for measuring the
American Customer Satisfaction Index.

The survey was conducted by telephone via CATI (Qater Aided Telephon
Interviews), which ensures that the shares of iddais interviewed are representative
of the sample in respect to all Group service custs. Monitoring was carried out iy
interviewing the main Hera contact within the nacldamily. The questionnaire |s
organised in such a way as to keep the averagdiaturaf the interview under 1
minutes including for those customers that use reé\services. The method used]is

1%
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designed to monitor the components that contribuverall satisfaction and measules
future behaviour (word-of-mouth, loyalty, etc.) thged by customers towards Hera.
The assessments of the results are expressed iericamscales, with thresholds
corresponding to the various levels of satisfactiamder 50 points indicatds
insufficiency, up to 60 indicates a “minimal” sdéistion area, between 60 and |70
indicates a good level of satisfaction and abovendizates “very satisfied”.

The measurement was repeated for business cust@isersn December in order to
monitor customer satisfaction levels both for treefmarket and protected market. In
the case of companies, the contact for the serpicasded by Hera is interviewed.

In 2012, the global index that represents the entusiness segment, from small
businesses to large concerns, reached the same &§8011: 66 points out of 100. The
result consolidates the increasing trend of thiedasears.

Like the findings related to residential customéng, summary services index confirms
the 71 points of 2011. Free market customers #tatehey are highly satisfied with the
sales channel and activation procedures, and libgtdre inclined to speak well of the
company. Finally, the propensity to remain cust@r{kryalty) and to cross-selling, i.e.
to purchase other services from the Hera Groupy gomsiderably.

During 2012, initiatives continued with the aim itaprove the ability to resolve the
problems of customers who use the contact chanalsls,by monitoring and analysing
cases with an insufficient satisfaction level. Tiheephone number for businesses is
fully operational and provides responses to issegarding all the services provided by
the Group both for the free market and protecterketa

Alongside the projects for the household market, ghoject to improve the use of self
care services (Hera OnLine) and the project to tgpthee bill for the business segments
are being implemented.

Assessment of business customer satisfaction

CSlI (from 0 to 100) 2008 2009 2010 2011 2012
Service satisfaction index (Services CSI) 70 69 72 71 71
Overall satisfaction index (CSI) 62 65 65 66 66
Global satisfaction 65 68 69 68 69
Satisfaction with respect to expectations 61 64 63 64 66
Satisfaction with respect to the ideal 59 62 61 64 64

Also in 2012, continuous monitoring was carried ioubrder to control the satisfaction

of customers who call the freephone number or gon® of the branches. The method
used measures the satisfaction of a representativgple of the population which

contacts the customer service and, by calling llhekcustomer during the week after
the contact, examines the different satisfactiommanents (operator, problem solving,
accessibility). The situations in which satisfantis lowest are promptly analysed so
that any systematically critical areas identifiedynrbe specifically addressed. The call
centre and branch levels confirm the increasingdtref 2011, well above the high

satisfaction level (70 points).

In November 2012, the survey on the satisfactiomesidential customers with the

district heating service was carried out for thHéhfiyear. Also this year, this service
achieved a score above the delight threshold (73bW00), confirming the excellent

perception of customers with a centralised plawels as of those with an independent
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plant. Very positive evaluations were attributedstvice reliability (79) and quality
(75), as well as to payment convenience and fregugi79). The overall CSI
satisfaction index of customers who used distréztimg in 2012 shows good levels: 67
out of 100, compared to 68 in 2011.

405 telephone interviews (CATI) were carried outNovember and December. The
person in charge of the purchase or the main holgetontact with Hera was
interviewed. A section was added to measure Hevaé&sall CSl, the satisfaction of
other services used (e.g. electricity, water) armbszselling propensity. In 2012, a
distinction between customers with an independententralised plant was made, in
order to allow more detailed stratification of g@mple examined.

The development of communication improvement ptsjeontinued: research on new
brochures, the publication of documents which arptariff changes and a series of
meetings planned with customers who use the semtke consumers’ associations.
Complaint cases continued to be analysed so thaiceesupply processes can be
improved.

Assessment of the satisfaction of district heatingustomers

CSI (from 0 to 100) 2009 2010 2011 2012
Cc)étla)rall satisfaction index of the district heatsggvice (district heating 72 75 75 73
Overall satisfaction index (CSI) 69 68 68 67
Global satisfaction 71 71 71 70
Satisfaction with respect to expectations 68 67 6765
Satisfaction with respect to the ideal 68 65 66 66

Other dialogue and consultation initiatives

In 2012, the relationship with consumers’ assoaretiin the various areas served was
consolidated. The channel dedicated to direct contath consumers’ associations,
which was activated in 2011, is a new relationghipdel, designed at the request of
these stakeholders at the end of 2010, with thectibe of managing reports and
preventing the emergence of disputes, through titermediation of consumers’
associations. In 2012, 29 meetings were held wiils tmportant category of
stakeholders.
The over 30 local sections of the consumers’ aatioais contacted brought 4 priority
topics, common to all areas, to Hera'’s attention:

* management policies for amounts due from customers;

e appropriateness of a code of conduct to regula&edmmercial relations of the

energy services;

» the issue regarding the broken meters due to theziitig temperatures,

currently charged to the customers;

e joint mediation.
In order to provide information about the specahditions established by Hera to help
customers pay bills during this difficult econonpieriod, 7 information meetings were
held for the staff of the associations during whastails were provided about the
payment by instalments of the amounts due and pleeia conditions provided to
workers who are temporarily unemployed, in mobildy unemployed. In order to
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comply with the request for greater transparencythe commercial agreements
regarding gas and electricity services, Hera Cortartexl to draw up a self-regulation
code at the end of 2012, which will be presented stmared with all the consumers’
associations within the first half of 2013. In arde understand and effectively examine
the associations’ needs and expectations with cegpemediation, the company will
launch a series of specific meetings throughouhallarea in 2013.

Thanks to the highly qualified personnel identifead trained for this project by Hera
customer management, in 2012 635 cases were matiagedh this channel, on the
rise compared to the 365 cases managed in theopeyear. 94% of the cases managed
in 2012 were successful (88% in 2011) with averageing time for the case of 5 days.
The request to improve communication on the Growgbsite is among the requests
received from the associations. The new websitéosededicated to the consumers’
associations has been online since April 2013. &essing this section, associations
can easily find the nearest contact and directhnstiany questions or requests in order
to receive information about the cases of theipasases. Associations may consult a
selected press review regarding topics of intet@shem and keep up-to-date on the
press releases that the company sends to the pred$sgging into the reserved area,
managers and consumer contact persons may be gdoinmreal time of new aspects
and of the main regulations connected to the sesvicovided.

Hera continues to maintain a daily relationshiphwitade associations in the area it
serves, undertaking concrete efforts to guide comegatowards new opportunities and
innovations in the energy field. This is realisedhe communication channel that Hera
has launched with over 250,000 small- and mediwaesicompanies through press
activities, newsletters, video news and consultonghe purchase of energy services by
client companies with main focus on the rationat usf energy and the new
opportunities that sustainable energy sources cavide to companies. The electric
mobility projects such as the “io guido elettricT drive electric”) project and the
development of a network for the distribution o&atic-vehicle recharge stations,
captured the interest of client companies. Agredrmsstocols regarding energy saving
and the prevention and reduction of £#nissions were also entered into with client
companies patrticipating in the projects. Hera hasresolidated relationship with over
70 trade associations and 250,000 members, whils & climate of increasing trust
and ongoing trust and cooperation.
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Shareholders

Hera’s shareholder structure is particular amoabigh utility companies, as it does not
have one shareholder with absolute control whilairagn 2012 its shareholder base
consists of more than 20,000 private Italian armdifm investors (individuals and legal
entities active in non-financial businesses) and@ XRiblic shareholders (mainly
Municipalities within the local area of referen@id, lastly, 365 professional investors
(consisting of legal entities operating financiaklmesses, such as insurance companies,
banks, trusts, banking foundations, mutual fundasmn funds and hedge funds).

Objectives and performance

What we said we would do... What we have done...

* Increases meetings and dialogue specifically] « In 2012, 387 meetings were held with Italian
with ethical investors and small investors (small| and foreign investors (330 in 2011). (see page 149)
cap, retail funds, etc.).
e Coverage of the stock comprises 11 domesti¢
« Increase the number of financial analysts that and international research departments, unchanged

follow Hera’s stock to promote Hera as an with respect to 2011 despite the reorganisations
investment choice. which took place during the year in the banking
sector (see page 148)
We shall...

« Increase meetings and dialogue specifically wittical investors and small investors (small cap,
retail funds, etc.).

« Continue to develop relations with new financiahlgsts so that they follow the stock or promote the
same as an investment choice

Breakdown

The presence of a widespread shareholder basdarnack of single shareholders with
absolute control represent the distinctive elemehtdera’s shareholder structure.
These characteristics reflect the history of theaH&roup, formed in November 2002 as
a result of the merger and integration of 11 mufiity companies in the Emilia-
Romagna Region and contribute towards significalmthyting the risk of governance
problems characteristic of almost all companiethis sector in Italy.

Following listing on the Milan Stock Exchange iretAll share segment of the Mercato
Telematico Azionario (the electronic equity markiet)June 2003, Hera continued its
development through additional mergers and integratwith other multi-utilities in
the surrounding areas, enlarging the geographienpégr of activities and including
more public institutions in the shareholder struetilnrough the “reserved” issue of new
shares (from 155 in 2002 to 180 in 2012).

Hera’s share capital grew from 789 million ordinatyares in 2002 to 1,115 million.
During 2013, two additional share capital increasedk place which brought the total
number of shares issued to 1,327 million and thebar of public shareholders to 193.
Hera’s shareholding structure is made up of loedharities, private investors and
professional investors and as at 31 December 2@ Pdcal Authorities represented the
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most sizable category among Hera'’s investors, @0tl6% of the share capital, and they
mainly comprise Municipalities of the Emilia-Romagprovinces in which the Group
operates. Almost all local authorities holding €lsasigned the so-called “Shareholders
Agreement”, which binds them to maintain equity astments representing 51% of
Hera’s share capital, as stipulated in the compmawnyticles of Association. The so-
called “free float” of shares therefore compris@%»of the share capital, and 80% of it
is held by private and professional investors, dtdhan and foreign and the rest by
public shareholders.

Over the years, also the private and public shdder® have been greatly diversified:
on the dividend coupon date in June 2012, 28.6%ep&’s shares were held by Italian
and foreign professional investors such as ins@rammmpanies, banking institutions,
banking foundations, pension funds, mainly Anglo-€iman mutual funds, whilst 9.5%
of them were held mainly by Italian private investo

Since its listing, Hera has had thousands of ressdef the areas served, who are
therefore, also customers of the Group, amondaseholders.

On the dividend coupon date in 2012, Hera held Milon treasury shares in the
portfolio, totalling 1% of the share capital. Sin2606, Hera has in fact adopted a
treasury share buy-back plan providing for a maxmuotating limit of 24 million
shares for a total amount of Euro 60 million. Thepose of the plan is to finance
possible additional opportunities for integrationsmall companies and to normalise
any anomalous price fluctuations compared to tldddbe main Italian securities. The
Shareholders’ Meeting of 27 April 2012 renewed tileasury share buy-back plan for
an additional 18-month period, for a total amourEwero 40 million.

Shareholders

no. 2010 2011 2012
Municipalities and other public Entities 187 187 718
Professional investors 369 401 365
Private investors 21,546 20,581 20,483
Total 22,102 21,169 21,035

Figures refer to the dividend payment date. Soulfera processing of data from Servizio Titoli S.p.A

Shares held (breakdown)

% 2010 2011 2012
Municipalities and other public Entities 61.3% .1 60.9%
Professional investors 25.2% 29.6% 28.6%
Private investors 13.0% 9.9% 9.5%
Treasury shares 0.5% 0.5% 1.0%
Total 100% 100% 100%
Total shares (million) 1,115.0 1,115.0 1,115.0

Figures refer to the dividend payment date. Sourtsa processing of data from Servizio Titoli S.p.A

The decrease in the share held by private investoneides with the negative situation
of most companies in the energy industry as a reféuihe macroeconomic recession.
The Group maintained igsolicy of paying dividends stable,confirming the process

adopted since its inception. This policy, whichtidiguished itself in the sector during
2012, was deemed sustainable by financial analgstgears to come as well, both in
light of the results published in 2012 and the 28026 Business Plan.
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Shareholder breakdown as at 31 December 2012

% 2012
Municipality of Bologna 13.7%
HSST S.p.A. 12.5%
Con. Ami 8.8%
Ravenna Holding 7.8%
Holding Ferrara Servizi srl 2.2%
Municipality of Rimini 2.2%
Municipality of Cesena 2.1%
Livia Tellus Governance S.p.A. 2.0%
Municipality of Ferrara 0.6%
Other Municipalities and
Entities 8.9%
Non-public shareholders 39.2%
Total 100%

HSST S.p.A (Holding Strategie e Sviluppo dei Territori modsri), is comprised of: Frignano
Association of Mountain Communities, Unione teres @astelli, Municipality of Castelfranco Emilia,
Fiorano Modenese, Formigine, Frassinoro, Guigliamh Mocogno, Maranello, Marano sul Panaro,
Modena, Montefiorino, Palagano, Pavullo nel FrignaRolinago, Riolunato, San Cesario sul Panaro,
Sassuolo, Serramazzoni, Sestola, Zocca and Acqoddggone Impianti.

CON.AMI is a consortium comprised of the MunicipalitiesQiinselice, Massa Lombarda, Sant’Agata
sul Santerno, Medicina, Castel Guelfo di Bolognast€l San Pietro Terme, Dozza, Imola, Mordano,
Solarolo, Bagnara di Romagna, Castel BolognesenzgaeRiolo Terme, Brisighella, Casalfiumanese,
Borgo Tossignano, Fontanelice, Castel del Rio, dfipuola, Marradi, Palazzuolo sul Senio, Casola
Valsenio.

Ravenna Holdingcomprises the Municipalities of Cervia, Faenza Raglenna.

Holding Ferrara Servizi S.r.l. is wholly owned by the Municipality of Ferrara.

Rimini Holding S.p.A. is wholly owned by the Municipality of Rimini.

Livia Tellus Governance S.p.Ais wholly owned by the Municipality of Forli.

Public shareholders progressively increased theresuntil they reached 60.6% of the
total as at 31 December 2012. This came aboutaltieet Group’s constant expansion,
which in recent years integrated other municipahpanies. The singularity of Hera’s
public shareholders consists of the broad and psesgre diversification of the shares
owned by 187 different municipalities, of which thmajority shareholder holds 13.7%
of the shares. The public shareholder componeranislement of stability in the

shareholder structure and of sound governance.

No. of local resident private shareholders (as ofale of dividend registration)

no. 2010 2011 2012
Bologna TOS area 3,992 3,714 3,647
Ferrara TOS area 351 323 324
Forli-Cesena TOS area 1,447 1,371 1,337
Imola-Faenza TOS area 1,456 1,363 1,318
Modena TOS area 1,141 1,107 1,106
Ravenna TOS area 1,114 1,043 1,030
Rimini TOS area 572 555 545
Total local resident private shareholders 10,073 876 9,307
Total private shareholders 21,546 20,581 20,483

% of private shareholders resident in areas 46.8%  46.0%  45.4%
served

Figures refer to the dividend payment date. Soulfera processing of data from Servizio Titoli S.p.A
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Its characteristic as a company that is closelikelthto the local area is particular
evident in the analysis of Hera's shareholder sme¢c which shows a significant

historical presence of private “non professiona€sident investors. Over 9,300
thousand private investors, i.e. 45% of this catg@which includes citizens and private
companies that are not professionally dedicatedidnagement of savings, both Italian
and foreign) resides in the areas served by Hera.

In the past three years, the number of non pradeakiinvestors has stably remained
above 20 thousand individuals.

Corporate Governance and safeguards for shareholdsr

Since the inception, Hera has adopted a traditiGoaporate Governance system based
on a Board of Directors, in order to guarantee gutddn and return on capital for
shareholders and fulfilment of stakeholder inter@siine with the company mission.
Hera’s activities are managed in compliance with @roup’s mission and Code of
Ethics, and according to the provisions of the Cotl€€onduct promoted by Borsa
Italiana S.p.A.

For years, Hera has been committed to guarantdeihggansparency to shareholders
and all other stakeholders by providing clear, cletepand timely information about the
decisions taken, the strategies adopted and thétsexchieved, so that investors may
make investment decisions based on effective krayaeof the company, its future
prospects, business performance and the foreclasteld of profitability with respect to
the quantities of capital invested.

The Investor Relations Department and External tRels Department report directly to
the executive Chairman of the Board of Directordjilev the Corporate Social
Responsibility Department reports directly to thikiegf Executive Officer; the direct
relationship between these Departments and the ntepagement attests to the
importance assigned by the Group to control andedmnation of information to
stakeholders.

Price sensitive information is communicated in adaace with the procedures
established by Consob resolutions and Internal iDgakgulations, and the principles
of transparency, clarity, completeness and timsfin@hich are the foundation of the
Group’s communications policy.

The yearly publication of the calendar of corporatents for the year allows the
company to announce in advance the most importaesdor company life: All price
sensitive communications such as approval and gatldn of financial statements,
quarterly and interim reports, business plans aguifcant operations are published
extremely promptly, on the Group’s internet sitethe Investor Relations section.

Hera Shareholders’ Meetings are generally wellndite by shareholders; at the last
meeting held on 27 April 2012, for the approvaltbé 2011 financial statements,
shareholders representing 73% of the capital wersept.

Diversification and fragmentation of the sharehold®ructure, transparent, clear
governance supported by the Code of Ethics andCibge of Conduct, as well as
advanced, timely, symmetrical financial communimatare the distinctive foundations
of Hera governance.
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Distribution of dividends

In its mission, Hera has stated its intention targatee continuous creation of value for
its shareholders, offering suitable return on edjitvested.

As a result of the pursuit of growth strategiesngl@ll lines of development since its
inception, and the numerous activities to enhampegaiing, Hera has achieved positive
economic-financial results which constantly incesaslso allowing the Group to
distribute dividends to shareholders, demonstratiegorofitability of their investments.
2012 was a particular year due to the difficult maeconomic situation which, as from
the end of 2008, hit the financial markets and rfierence sector also in the most
advanced countries: despite the effects of thescimsterms of a decrease in demand,
Hera was able to continue the growth strategiesostt in its Business Plan, to reach
the set targets and keep the promises made inopieyears.

In this context, the Group in fact closed positfigncial statements with operating
results slightly on the up, going against the tranth respect to expectations for the
sector in Europe. These results, together withaadstrdisation of growth investments
(consequent to completion of a long-term plant eegiing expansion project)
supported a positive operating cash flow generateomise in financial returns and
maintenance of a sound and sustainable financattste judged by international
brokers as among the best in the sector in Itdhese€ results have permitted the Board
of Directors to propose to the shareholders’ megetimich will approve the annual
financial statements, the distribution of a dividen line with the previous year once
again confirming the promises made to the invesdespite the lasting economic crisis
underway.

Distribution of dividends

2010 2011 2012

Earnings per share (Euro cents) 10.5 9.4 10.6
Dividend per share (Euro cents) 9.0 9.0 9.0
Price/earnings 14.9 11.7 115

The price/earnings ratio expresses the relationdl@tween the official share price as at 31 Decendddded by Group earnings
per share.

The earnings per share disclosed an increase duthetosatisfactory operating
performance. The dividend proposed by the Boardiadctors is in line with that in the
previous year and discloses a ratio between didden average share price in 2012 of
7.4%, in addition to confirming the stability ofettdividend distribution policies since
the Group’s establishment. The significant preseategension funds in the Hera
shareholding structure shows the appreciationhferdividend policies by categories of
investors characterised by a low risk and long-teramagement.

Stock exchange share performance

At the beginning of 2012, Hera stock disclosed endr in line with the sector,
influenced by the uncertainties on the solutionsbéo adopted for the crisis in the
Eurozone countries, by the national political ditwa and by the continuation of the
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weak economic scenario. The sector continued toladis weak or negative stock
market performances also further to the disappmyngconomic-financial results and
dividend policies in the utility sector. In thisrdext, Hera registered an opposite trend
both with regard to the satisfactory financial staént results published during the year
and the distribution of the dividends, which guaeas a financial return significantly
higher than the other companies in the sector.péngcularly pronounced rise in Hera
stock reported in the third quarter, at the same tas the announcement of the merger
transaction with AcegasAps and the announcemenh®mgreement entered into with
the Fondo Strategico Italiano for its future inatuswithin Hera’s share capital.

Official share price and average traded quantitiesn 2012

Ql Qll Qlll QIV
Official price at close of period (Euro) 1.061 1210 1.261 1.224
Average volume traded (thous.) 1,108 1,275 1,140 0 73
Average value traded (in thousands of €) 1,203 1,37 1,297 917

Hera stock ended the year with the best performamabe sector (+ 11.6%) with
respect to the negative ones of all the similadilgg shares in the multi-utility sector,
reaching Euro 1.224 on the last day of the yeae. aterage liquidity level recorded by
Hera stock disclosed lower trading in 2012 thar2@il, in line compared to that
registered on all the European stock markets. Vheage value of the daily transactions
involving Hera stock in 2012 decreased comparedh&t of 2011, from Euro 1.8
million to Euro 1.2 million.

Yield of the share compared to the price
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The graph illustrates the returns to a shareholder owned Hera shares from the year
they were listed (2003) to 31 December 2012, inalyithe proposed dividend for 2012
(which will be distributed in 2013). Despite thdeets of the economic and financial
recession of recent years, the overall return fi@ting for shareholders remains
positive, with an overall value of 60% in 10 yearhis result was entirely attributable
to the dividend growth policy pursued since thealeisshment of the Group, which
represents confirmation of its soundness and abdigrow constantly, as well as of the
attention reserved for the shareholders.

Ethical stock exchange indices

As further proof of its sustainable profile, Hetack has been included in many ethical
indexes: in fact, for years it has been includethen“Kempen SNS Smaller Europe SRI
Index” and since 2008 it has been included in tBEPI Italy SMEs Equity” and the
“ECPI Ethical Index EMU” ethical index, which costs of 150 listed companies in the
European Economic and Monetary Union market which aonsidered ethical
investments under the “ECPI SRI” methodology. Tiisthodology was developed by
ECPI, a company that has been researching sociglfoeamental and governance
aspects of companies, assigning ethical ratings @exkeloping, calculating and
publishing sustainability indices of the comparaeglobal level since 1997.
Furthermore, during 2011, “Oekom Research AG”, ohdhe leading world rating
agencies in the sustainable investments segmedge¢u Hera to be a “Prime”
investment, since it satisfies the environmental aacial criteria established by the
agency.

Share coverage

The Investor Relations Department promotes awaseofeldera with Italian and foreign
financial analysts to increase interest in and aness of the company and raise the
number of opinions and independent professionassssents on the business results.
The dissemination of this information enables itves to make well informed
decisions on the use of their resources.

Despite the fact that the financial crisis in rdcggars has caused intense reorganisation
in the banks, Hera still enjoys qualified coveragalanced between national and
international broker studies. Alpha Value, Bancat#l Banca Akros, Banca IMI,
Centrobanca, Cheuvreux (being merged with Kepl&@ifigroup, Deutsche Bank,
Equita, Intermonte, Kepler. Furthermore, the artalgé Banca Akros, Cheuvreux, and
Deutsche Bank included Hera stock among the bgssiment opportunities for 2012.
At the end of 2012, Hera had a balance between "/Bdytperform” appraisals and
“Hold/Neutral” opinions and no negative rating. Tdnerage target price of the stock at
12-18 months, expressed by the appraisals of thlysta, came to around Euro 1.5 per
share. In 2013, ICBPI launched research on Hera avitBuy” recommendation. The
average target price of the stock at 12-18 morgkpressed by the appraisals of the
analysts, came to Euro 1.49 per share.
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Relations with investors and financial analysts

Since it is impossible to access all informatiorcessary to assess an investment
opportunity with full knowledge, the relationshiptiveen company and investors must
necessarily be based on esteem and confidence mahagement of the company. The
Hera Group pays great attention to shareholdaust,tbecause a fair evaluation by the
market promotes growth development and value anedtirough growth via external
acquisitions.

For this reason, the Investor Relations Departmeast established at the time of listing,
specifically dedicated to providing information gbareholders and financial operators.
These activities have become particularly necessagy period of crisis such as the
current one, which features extremely volatile ficial markets.

Hera’s primary communication tool is itsstitutional website, easily accessed by all
stakeholders (private and professional sharehqldemndholders and financial
analysts). The Investor Relations section is cowtusly updated and contains detailed
information and analyses on the main issues ofrasteto shareholders (financial
statements, plans and strategies, financial asakyginions).

Again in 2012, communication to private investomsvaimed at full disclosure with the
guarterly publication of a newsletter on the Grawgbsite which illustrates the financial
results, the significant initiatives carried out the Group and containing an analysis
both of the performance of the shares on the stoaket and of the opinions expressed
by independent financial analysts. Additionallyredi relations were maintained with
the investors via the website and other on-lingumsents, updated in real time.
Web-based communications pursued the objective nofeasing the usability of
information also for private shareholders, via iatéive tools such as the accessible
version of the financial statements, (including tiadf-yearly report), the description of
the company’s governance, and in conclusion sirapbdysis of the historical trend in
the share price and the opinions of independeanéial analysts. Dialogue with private
investors during 2012 was more frequent than in ypears, due to the instability of the
financial markets, in particular the Italian ondyigh suffered a sharp adjustment due to
the sovereign debt crisis. Intense relations vhth rharket made it possible to contain
concerns and permit investors to evaluate the tmesst choice with greater peace of
mind. In light of the positive results achievedrtka to the relationships established
with private investors, Hera decided to commitlitéer actively furthering initiatives
for meeting and dialogue, so as to extend the nuwifbeontacts and more fully support
consensus with this category of investor.

Hera’s 2nd place in the Webranking standings by KWD

Once again in 2012, as in the past three yearg’$ien-line financial communicatio
took its place on the podium, confirming disclosgrelity in line with the leading
Italian companies. With a score of 85.8 out of 1B@ra is in second place behi
Telecom ltalia (87.5 points) and in front of En8(B points).

The research offered by the consulting firm KWD Waelking (formerly
Hallvarsson&Halvarsson), has for sixteen yearsasgmted the best European appra
in the web communication sector. The 2012 editioalysed 102 companies on the
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basis of 100 criteria, organised in 10 sectiongledsed further to a preliminary survey
addressing professionals from financial circles.

In addition to organising specific meetings upoquest of individual investors, Hera
promotes meetings each year between the Group’sn@pagement and lItalian and
international financial market operators. In 20H&gra counted 387 contacts with
investors, comprising direct meetings, company pladt visits, conference calls, and
videoconferences (webcast) which involved Italiamd aoreign investors (mainly
British, French, American, Swiss, German and Scaawlan). The intense relations
maintained made it possible to fuel a constant amxgh of information with
shareholders and to respond to the growing senseincértainty perceived by
stakeholders in the recessive environment.

During the institutional road shows organised bya;l@around 10 ethical investors were
also met, including the leaders in the categorgunope, for the purpose of making the
most of the sustainable approach also care of tiwvestors who have become
increasingly more sensitive to these aspects.
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Financial Institutions

The Group continues with its policy of providinghdincial institutions with fully
transparent and correct information as part ofcisnmunication activities, with a
balanced distribution of debt.

Major loans (breakdown) as at 31 December

% 2010 2011 2012
European Investment Bank 42.8% 47.6% 51.8%
Banca Popolare del’Emilia Romagna - - 9.3%
Mediobanca - - 8.5%
Banca Intesa 17.0% 12.0% 6.1%
Unicredit 8.6% 8.0% 4.9%
Banca Credito Cooperativo Ravennate Imolese 1.5% 4%5. 2.9%
Banca delle Marche 4.1% 4.2% 2.8%
Cassa depositi e prestiti 4.1% 3.8% 2.0%
Banca Popolare di Milano 3.4% 3.2% 1.9%
Dexia Crediop 5.9% 4.7% 1.8%
Other institutions 12.6% 11.1% 8.0%
Total 100.0% 100.0% 100.0%

The goal of the Group’s financial management isn&intain an adequate current and
prospective balance between capital expendituresancces of funds, both in terms of
duration and of type of rates.

Net financial indebtedness

in millions of Euro 2011 2012
Cash on hand 415.2 424.2
Other current loans 42.9 47.3
Current financial indebtedness -122.1 -321.3
Net current financial indebtedness 336.0 150.2
Non-current loans 11.0 17.6
Non-current financial indebtedness -2,334.0 -24384.
Net non-current financial indebtedness -2,323.1 -2,366.8
Total net financial indebtedness -1,987.1 -2,216.6

During 2012, the financial markets were characterigy great uncertainty with regard
to the solidity and stability of the economic-firgad system in the Eurozone which led
to elevated turbulence and volatility. Despite fla¢-lining of the market curves, rapid
growth was reported in the credit spreads alonb et increase in the funding costs of
the banks. What is more, 2012 closed with a pasiperformance for the financial
markets, supported by an expansive monetary pdaticglobal level and important
decisions adopted by the international institutitm$uel economic growth and spread
generalised confidence on the markets. In thethase months of the year, the spread
saw a positive trend, and in particular the BTP-@diiferential fell under 300 points.
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The financial trends which manifested during 20f#nediately overturned on the
financial conditions of the Corporates and maintytbose which operate in countries
whose sovereign risk is high.

In this context, the Group operated in pursuit lo¢ tobjective of maintaining an
adequate balancing of the maturities of the aswktiability items, correlating the loans
to consistent sources of funding in terms of doraand repayment method and taking
into account the needs to refinance of the curdstiit structure and the corporate
operating methods and, to identify the optimum wofixhe sources of funding between
fixed and floating rate, within the sphere of agemt strategy towards rate fluctuation
risk.

The net financial position as at 31 December 204&e to Euro 2,216.6 million
compared with Euro 1,987.1 million in 2011. Therewse in net indebtedness was due
to the investments made (289 million), the divicerzhid out (116.8 million), the
increase of trade receivables due to the earthqudtkeh hit the areas of the Emilia
Romagna Region served by the Hera Group, and ttem®rn of the scope of group
consolidation with the acquisition of subsidiaryrgmanies with high capital intensity
(Energonut).

In order to strengthen the financial structure angdport its business development, the
Group took out new medium/long-term loans for altatf Euro 327.5 million used
partly to restructure the RBS Put Loan of Euro 4llion and partly to suitably finance
the investment plan.

Specifically, an important contribution was prowiday:

e the disbursement in June of an EIB loan (Europearstment Bank) for Euro
125 million to support investment for the enhancehaad expansion of gas and
the electricity distribution networks with 15 yeamortisation, regulated at a
Euribor rate of 6 months plus a 1.46% spread.

* the bond issue for Euro 102.5 million which toolkqd on 14 May 2012 and
featured particularly long durations of 15 and 2@ng at a fixed rate of 5.25%.

« new committed credit facilities for Euro 170 miliavith a duration of 2/3 years
for the purpose of maintaining the liquidity rigkdexes firm, given the current
market context.

As at 31 December 2012, the Group had about Eudordilion in cash, Euro 420
million in unused committed credit facilities, aglwvas ample space on uncommitted
credit facilities (Euro 1 billion), for the purpos# guaranteeing sufficient liquidity to
cover any financial commitments at least for thet o years.

In January 2013, Hera SpA successfully placed abwwl issue for an amount of Euro
700 million maturing in January 2028, availing betEMTN programme for Euro 1.5
billion, at a fixed rate of 5.2%, partly used tdimance the Puttable bonds. The
transaction re-opened the market for Italian caafeorissues on particularly long
maturities; the last Italian 15-year issue wasqutim September 2010.
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Debt quality

The Group aims to assure such a level of cash asabole it to fulfil its own contractual
obligations both under normal business conditiams i@ a recession, by maintaining
available credit lines, cash and promptly startmggotiations on loans reaching
maturity, optimising the cost of funding in relatido current and prospective market
conditions.

We note the balanced asset structure of the Grehligh offsets the high level of fixed
assets with a financial position mainly comprisimgdium/long-term debt, equal to
98% with respect to total financial debt.

Credit lines and the related financial assets ateoncentrated in any specific financial
institution but are evenly distributed among thigpal Italian and international banks
with a use largely inferior to total availability.

Average maturing is about 8 years, of which 58% mases debts with maturity beyond
five years.

As at 31 December 2012, a significant part of theup’s net financial position was
represented by loan agreements which envisage iassef clauses, in line with
international practice, which lay down a numberastrictions. Among these, the main
ones are the “pari passu”, negative pledge andgehahcontrol clauses. Relating to the
mandatory early repayment clauses, financial cavisnare not envisaged on the debt,
apart from the corporate rating limit by one ratiagency only that is lower than
“Investment Grade” level (BBB-).

Cost of Debt

The Group uses external financial resources irfdlma of medium/long-term financial
debt, bank credit facilities of various types argksithe liquidity available mainly in
monetary market instruments which can be immediatafrozen. The changes in the
levels of the market interest rates influence kbt financial charges associated with
various technical forms of lending and the incomearious forms of using liquidity,
therefore affecting the cash flows and the netriona charges of the Group.

As at 31 December 2012, the exposure to the riskindévourable fluctuations in
interest rates, with a consequent negative impadhe cash flows, equates to 37% of
the total gross financial indebtedness. The remgi63% is made up of medium/long-
term loans at a fixed rate, exposing the Groupaiio Value change risk.

The application of the rate risk management pdiiapslates from time to time, on the
basis of market conditions, into a given combinab fixed rate, floating rate financial
instruments and those involving hedging using @ee products.

The debts are perfectly consistent with the undeglglebt and in compliance with IAS
standards.

The Group’s hedging policy does not provide for tlse of financial instruments for
speculative purposes and aims to achieve an optaealtification between the fixed
rate and the variable rate as part of a prudekfflustuation strategy. The interest rate
risk management essentially aims to stabilise thantial flows so as to ensure the
revenue therefrom and the certitude of the cashsflibom operations.

During in 2012, even in the presence of a structhat is strongly characterised by
long-term debt, the Group was able to maintaincdst at an overall average level
around 4.4%.

The portion of value added allocated to financradtitutions in 2012 came to Euro
134.1 million.
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Credit ratings

The financial trends which manifested during 202 aharacterised by elevated
uncertainty on the solidity and stability of theomeomic-financial system of the
Eurozone which has led to greater turbulence atatifty and which has immediately
overturned on the financial conditions of the Cogtes and mainly on those which
operate in countries whose sovereign risk is high.

In this context, the Group has operated via coatlgbalanced recourse to financial
indebtedness, so as to permit a sound financitdmnstnt structure.

Hera S.p.A. has a long term rating of “Baal Negat®utlook” for Moody’'s and
“BBB+ Stable Outlook” for Standard & Poor’s (S&P).

During the first half of 2012 Standard & Poor’simgtof “BBB+ Outlook Stable”, was
confirmed. On 26 November 2012, Moody’s confirmbhd tBaal Negative Outlook”
long-term rating, positioning the Hera Group a holigher than the Italian country
rating (Baa2 Negative Outlook).

Given the current context of deterioration in tkedidn macro-economic situation and
the uncertainty with regard to the country’s praspeaction and Plan strategies aimed
at ensuring the maintenance/improvement of adequaditey levels have been further
enhanced. The Italy rating as at the date of patiin of this Report is BBB+ negative
outlook (S&P), Baa2 negative outlook (Moody’s) @8i8B+ negative outlook (Fitch).
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Suppliers

Hera does not consider the role of suppliers exatlysthat of value chain participants.
Currently, Hera’s suppliers are 3,700 and are ngdodated in the region served (60%),
highlighting the Group’s positive impact on thedbeconomy.

As at 31 December 2012, around 2,700 suppliersalvaddy signed the letter of intent
containing their commitment to observe the SA80008standard.

Objectives and performance

What we said we would do... What we have done...

« Extend the adoption of the Procurement e In 2012, the Procurement protocol envisaged by
protocol envisaged by the Organisational model| the Organisational model pursuant to Legislative
pursuant to Legislative Decree no. 231/2001 to | Decree no. 231/2001 was adopted by six

another seven companies in 2012. companies and the adoption by an additional
company is envisaged in 2013. (see page 167)

e Further increase the value of the tenders e The value of the tenders awarded according to

awarded according to the most economically the most economically advantageous bid passed

advantageous bid. from 53% to 70% (see page 164)

e Launch and monitor the first year of e During 2012, the Vendor management projeqt

experimentation of the Vendor management systemas consolidated, supplementing the e-
so as to streamline the supplier qualification and procurement platform, introducing new instruments
handling processes, increasing transparency in th@imed at streamlining the relationship with the
dealings and the efficacy of the periodic checks | suppliers. (see page 162)

made. e The accident and injury phenomenon of the
« Further improve monitoring of work accidents leading suppliers of services and work was
at major suppliers. balanced, equal to 60% of the value of the supplies

(51% in 2011. (see page 167)

< Launch operating activities in relation to « Specific requirements regarding corporate
suppliers associated with the SA8000 certificatignresponsibility have been introduced into the
procedure. standard Group contracts. The check lists for the

control of the suppliers have been supplementex
with SA8000 elements. A plan has been drawn up
for the monitoring of the suppliers and
implementation launched. (see page 162)

« Further extent the purchases made using the @- 90% of the transactions were carried out via the
procurement platform: achieve 75% of the total | e-procurement platform. (see page 168)
value purchased in 2012.

We shall...

< Enter into a memorandum of intent concerning tem@éth the trade union organisations.

« Implement the “SA8000 supplier monitoring plan’gsing of a letter of intent by all the new
suppliers, collation of 40 questionnaires, achiesenof 10 inspections care of suppliers

e Further develop the SA8000 corporate responsiteléynents as a rewarding factor in the selection of
suppliers.

« Continue to show preference for the economicallgtaavantageous bid in place of the maximum
reduction: ensure at least 70% of the value oftljadications using the economically most
advantageous method.

« In the adjudications carried out in 2013 relatingperating services using the economically most
advantageous method, reserve on average at le@sir® to environmental and social sustainability
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aspects.

« Update the operating instructions relating to tlethads for identifying the sustainability criteria
(respect for the environment, social commitment quuality of the services) for the various types of
adjudication.

Breakdown

The Group’s suppliers were 3,716 at the end of 2@bnpanies providing goods,
services, professional services and work. Most lsengpare included in the pool of
suppliers in several goods/services categories.

All data provided in this chapter, unless otherwisdicated, refers to the companies
Hera S.p.A., Herambiente, Hera Comm, Fea, Unifl¢tenula on Line and Hera Luce
and excludes intercompany purchases. The preseha single list of qualified
suppliers for the entire Group entails, for supglieexpanding their possible business
for all goods/services categories associated \wimt

Pool of suppliers

no. 2010 2011 2012
Goods 4,503 3,489 1,965
Services 5,101 4,134 2,587
Job orders 807 757 516
Total 7,749 6,114 3,716

of which suppliers who received at least one ordeturing the 3,902 3,639 3,133
year

The table provides a breakdown of suppliers by gfssdvice class. Because some suppliers belong to
more than one class, the total for suppliers bysctioes not tally with the total for suppliers.

In 2012, thanks to the consolidation of the vendmnagement system, a further
rationalisation of the suppliers in the Hera Graupplier pool was conducted, with a
drop in the number of suppliers in the pool 6,1443{716 (-39%). Of these 3,716
suppliers, more than 3,100 had at least one actim&ract in 2012.

The further decrease in 2012 when compared withl 2@dlthe number of active
suppliers (who received at least one order durire ytear), is essentially due to the
pursuit of rationalisation of purchases undertakée: use of framework orders and
gualification systems reduced the number of ordessed and increased the related
average value.

Supplies from social cooperatives

In 2011, consistently with the provisions of theot®col signed in June 2009 with
associations representing social cooperatives,ongrued to hold periodic meetings to
monitor the employment of disadvantaged personpelype B social cooperatives in
the management of the work contracts awarded by Beoup companies.

Monitoring is carried out according to an operatingtruction defined in 2009 in
accordance with the Protocol signed and followimg iera procurement guidelines and
covers all Group contracts in which social cooperapersonnel operate. Quarterly
verifications are made of the total number of pesstacing hardship employed, the
type of hardships faced by individual workers usethe supply and their qualifications

156



within each single contract. It is thus possibleheck the observance of the work input
project presented at the time of the tender bystipplier with consequent assessment of
the same.

Supplies from social cooperatives

2010 2011 2012

Social cooperatives (number) 34 32 26
Value of supplied goods/serv. (in 25,989 29,675 33,155
thousands of €)

Persons facing hardship hired 474 537 576
(number)

Among the persons facing hardship hired, workergleyed for less than one year were also counted.

In 2012, the value of the supplies regarding typies/ork or services requested from
social cooperatives came to more than Euro 33.Bomijldisclosing an increase of 12%
on 2011.

Of this amount, about Euro 31.7 million was assiiyfier the execution of waste
management services, equal to 26.5% of the totatdsvmade by the Group for these
services. The increase in supplies to social catpes mainly concerned the increase
in certain waste management services handled iarteeof Romagna and Emilia.
Supplies to social cooperatives involved a totaé2@icooperatives or consortia of social
cooperatives and resulted in the employment of @&i6ons facing hardship. Persons
facing hardships employed under permanent contr@atigunted to 397 while those
under full-time contracts came to 291. The highmesnhber of persons facing hardship
employed was recorded for the areas of Modena {@&aple), Forli-Cesena (127
people) and Rimini (112 people).

Hera contributed to the inclusion in the nationallective agreement for waste
management services (renewed in February 2011) epexific protection clause
regarding outsourcing in favour of social coopematiThis clause envisages that a
portion of outsourcing equating to 5% and raisadtlecompany level to 15% (Hera
applies 15% on the basis of an agreement entetedrinrMarch 2012 with the trade
union organisations and with the Group union car@ion) of the economic volume of
the sweeping, collection, waste transportationtisgpank cleaning and rubbish skip
cleaning activities are excluded from the obligatim apply the CCNL (national
collective labour agreement) for waste managemamnices by means of the definition
of social inclusion projects.

Research carried out by Aiccon in collaborationhwliegacoop and Confcooperative,
published in 2010, quantified the economic advamtdgr Public Administration
deriving from social inclusions carried out by tyBesocial cooperatives. The research
revealed that the benefits essentially derive fronmor welfare costs (disability
pensions, insertion in public rehab structures,) etnd greater tax revenues deriving
from the payment of taxes on income from the emplenyt of persons facing hardships.
The lower revenues for the State deriving fromaag contributions exemptions which
type B social cooperative benefit from have beeatudeed from the benefits. All of this
ends up being a benefit for the Public Administiagi of around Euro 7,100 a year for
disabled individuals facing hardships and aroundoELI600 a year for able-bodies
individuals facing hardships. The economic berfefitPublic Administrations deriving
from Hera awarding social cooperatives can be eséichat around Euro 2.2 million for
2012. This calculation considers that 62% of thé %¥dividuals inducted in 2012
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further to Hera Group supplies concern disabledviddals and takes into account part-
time insertions.

Raw material supplies

The natural gas sold by the Hera Group in 2012 maisly purchased from Eni Gas &
Power (32%). Approximately 9% was purchased frons@&ud around 7% from Shell
Italia, about 4% from Econgas Italia, roughly 3%nfr BP Italia, around 2% from other
minor national operators and 43% via Hera Tradimlgi¢h, in turn, mainly purchased
gas from Eni, Edison and Econgas).

With regard to the electricity market, 38% of sal@®nd customers on the eligible and
protected market were covered by bilateral purchdsem other operators, 58% was
sourced on the electricity market and 4% by theldnco-generation plant. The methods
for trading electricity, both via sourcing on tHectricity exchange and, more generally
through bilateral agreements, do not allow foritrg¢he sources of energy in order to
be able to certify the type of production upstream.

With regard to generation from thermoelectric pow&tions in which Hera holds
investments, green certificates for 113 GWh wemgugaied, so as to comply with the
obligations set out in the Bersani Decree.

During 2012, about 61% of water resource needsefwatroduced onto the civil and
industrial agueduct networks) were covered by aun production (springs, rivers and
lakes, water tables). The remaining 39% was covémeadigh third party purchases. The
major supplier of wholesale water is Romagna AcgBecieta delle Fonti, which, since
1 January 2009, has managed all the main wateuptiod plants in the Romagna area.

Operations within local communities

Once again in 2012, the positive impact generayeithd Hera Group on the local areas
and communities where it operates, continued. Alcation of this positive impact is
that around 60% of Hera suppliers were made up usinesses with commercial
headquarters in the area covered by Hera. The tiedun the total number of qualified
suppliers with respect to 2011, is consequent &r#tionalisation action associated
with the new vendor management system as wellasgadtification of the effective use
in the previous three years.
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Suppliers (breakdown by geographic area)

% on

No. 2010 2011 2012 2012
Bologna TOS area 1,131 917 579 15.5%
Ferrara TOS area 353 299 173 4.7%
Forli-Cesena TOS area 671 527 319 8.6%
Imola-Faenza TOS area 486 391 228 6.1%
Modena TOS area 1,075 743 401 10.8%
Ravenna TOS area 543 420 274 7.4%
Rimini TOS area 557 429 244 6.6%
Total TOS area 4,816 3,726 2,218 59.7%
Other provinces of Emilia-Romagna 263 196 116 3.1%
Other Italian regions 2,567 2,109 1,312 35.3%
Other European Union nations 63 54 54 1.5%
Other 40 29 16 0.4%
Total 7,749 6,114 3,716 100%

The countries outside the European Union to whigitipases were commissioned are
Switzerland, the Republic of San Marino, and CHtee latter equal to around Euro
100 thousand for the provision of professional Les).

Value of supplies: breakdown by geographic area (imillions of €)

800 1 577.6 589.3 565.0
600 -
35.8% 35.4% 35.5%
400 A
200 -
O T T 1
2010 2011 2012
M Local area Other areas

In 2012, the Hera Group issued job orders wortroB&4 million equating to 64.5% of
the total, to businesses based in the same aréatasovered by Hera, a value in line
with that for previous years.
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Value of supplies: breakdown by geographic area (24@)

Bologna Area
17,6% Ferrara Area

4,0%

Forli-Cesena Area
8,3%

Rimini Are Imola-Faenza Area
8,2%

Modena Area
10,8% 10,7%

individuals in the local area under permanent andporary employment contracts. All
the information relating to employees is contaiimethe section “Workforce”.
In order to globally assess the social repercussoonthe country, it is however usejul
to consider the employment maintained care of seqgpivho procure sundry goods anhd
services or support certain stages of the comparoceps. Therefore, indire¢t
employment can be estimated as that portion ofatbekforce of the suppliers whic
carries out activities for Hera businesses: indigid employed indirectly by t
company are estimated at 4,233. The figure wasir@ataby analysing the financigl
statements of the Group’s leading 100 supplierscivlgover 65% of the volum
purchased in 2012. In order to estimate the nundbeemployees of the suppliefs
involved in activities requested by Hera, the rdtedween the value commissioned jby
Hera in 2012 and the total sales turnover of thpker was considered; this percentdge
was then multiplied by the number of total empleyeteclared in the supplierp’
financial statements. In certain cases, the dafairg to employees involved i
activities requested by Hera were provided direlsylyhe suppliers.

-

Qualification and selection of suppliers

Supplier qualification and assessment is handledGatup level and is based on

verification of technical, economic, and organisa#il quality requirements, and

compliance with environmental and safety regulaioks from 2006, the inclusion of a

supplier in the Group’s qualification list is suborate to acceptance of the Code of
Ethics.
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Supplier assessment and checking

With regard to supplier assessment, the monitommagel and the handling of the
periodic assessment of the suppliers was imprav@®d12 by means of the introduction
of quarterly reporting developed last year whichngs the company contact person to
check the contractual performance of the supplerthe three fundamental areas of
quality, safety and the environment with the pasgibof temporarily suspending the
contractual relationship for 3 or 6 months in tlverd of serious or very serious non-
compliance.

The checks carried out by the company contact paeddake place for the deliveries of
goods on receipt, while in relation to the prouwsaf services and work the check takes
place quarterly during the execution of the sewsviog means of compiling and updating
specific assessment check lists which take int@@atcthe elements concerning any
sub-suppliers as well. The number of checks onisesvand work is defined on the
basis of the contractual amount, the term of tleioand the contract, and the impact
on quality, safety and the environment of the ssrvimonitored. During the last quarter
of 2012, all the check lists were updated conceyiine services and work introducing
within the same elements necessary for SA8000 Isceitfication which is operative
as from 1 January 2013. In the event that goodsenrices delivered are found to be
non-compliant, the company contact must recordraadage the event to guarantee its
traceability and its impact on the periodic suppdiesessment.

In 2012, internal audits continued for checking pinecedure adopted: the training plan
for company contacts was developed on the elemettd during the encounters as
well.

In 2012, inspections were also continued at thiiti@s of suppliers of strategic goods,
in some cases noting partially non-compliant behwaa which were promptly
highlighted and corrected in a short space of tw#) subsequent verification of the
effectiveness of corrective actions.

10 inspections were carried out, care of qualif@gpliers so as to assess the
compliance of the production processes in line wita ISO 9001, ISO 14001 and
OHSAS 18001 standards.

With regard to Group suppliers, 953 cases of hangt@ance were detected in 2012, of
which 772 were closed by 31 December 2012.

SAB8000 certification: the supplier monitoring plan

During 2012, the monitoring of the supplier witlspect to the principles and contentjof
the SA8000 standard, was launched within the dewvedémt process of the Hera S.pjA.
SA8000 management system. In the first place,hal3,700 qualified suppliers wefe
asked to commit to being compliant with the corpereesponsibility requiremengs
included in the SA8000: as at 31 December aroun@d2suppliers had signed the letfer
of commitment as requested in October 2012. A dquastire was then drawn up fer
surveying and appraising the commitment of the bBappo correctly apply the eigtjt
SA8000 requisites, sent in 2012 to 25 suppliershéck list was also developed for the
SA8000 inspections care of suppliers, partly expented at the end of 2012 in view
use in the 10 visits scheduled for 2013 (3 inspestialready carried out in 2012).
Supporting the activities described above, in Autug012 training activities werg
devised for those working in the Vendor rating @&ss$urance unit and for the 60 plus
buyers of the Procurement and Tenders Divisionining is planned for 2013, for thie
300 company contacts, executives and engineerseia Mho implement the daily
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monitoring of the suppliers: also by means of tree wf check lists specificall
supplemented at the end of 2012 with referencke&A8000 contents, these will haye
to ascertain the degree of observance of the stdisdaquisites.

In November 2012, a number of important supplidrsesvices and work were invitgd
to a meeting in order to discuss the process uakkamtby Hera for the application pf
the SA8000 standard.

The Vendor Management system
During 2012, the vendor management system was bdated (the new model for the
self-registration and qualification of the suppiewnhich for the Group is an important
development in the relationship with its suppliesapplementing the e-procurement
platform, introducing new instruments aimed atatkning the relationship with the
suppliers making the supplier qualification andeassent process more central within
the Group'’s certified system.
Within the supplier qualification area, it is pdssi to access the Hera Group’s
procurement product categories, making it posslese the following services:

* independently update the profiles of interest, ipgtbneself forward for any

new commodity groups within the accredited supplsistem;

« keep ones details up-to-date independently (inquéat, contact person and e-

mail address) as well as the schedule of the smpqialification documents;

» check one’s qualification and periodic assessntatis

» gain the possibility of being called more frequgnd present bids;

* gain the possibility of receiving information refay to the awarding of a

contract;

* be updated on the Group’s initiatives of economierest;
With regard to the suppliers who request that theyincluded in the Hera supplier
gualification system managed using the e-procuré¢mlatform, an annual membership
fee is envisaged in keeping with the number of cawlity groups which the supplier
shows interest in.

Qualified suppliers: breakdown by type of certificaion

In 2012 there was a further increase in the peagendf supplies ordered from certified
suppliers. This was the result of direct actionetalby the company via systematic
inclusion of quality certification as an obligatorgquirement in the public invitations
for tenders or the supplier approval stage. Theease was also the result of a greater
awareness in the business system that improvemehese spheres is a component of
competitiveness. The following is disclosed:

* the increase of almost 10% in purchases from sewspln possession of ISO
14001-EMAS certification, an increase which takies value of the supplies
relating to 2012 from suppliers with this certifiicen to 51%;

* the rise of 56% for those in possession of OHSA@)1&ertification: the value
of the corresponding supplies passes from 15% 14 20 25% in 2012,

» the increase of more than 60% of the purchases fappliers with SA8000
certification; around 9% of the value of the supplcomes from suppliers in
possession of this certification (5% in 2011).
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Procurement from qualified suppliers (value breakdavn by type of certification) -
% of total supplies)

% 2010 2011 2012
Quality certification (ISO 9001) 78.3% 78.7% 79.7%
Environmental certification (ISO 14001-EMAS) 35.2% 44.4% 50.7%
Certification of qualification for execution of plibworks 38.5% 37.3% 46.5%
(SOA)
Occupational safety (OHSAS 18001) 11.3% 15.3% 24.9%
Social certification (SA8000) 2.5% 5.1% 8.5%
Lab analysis quality certification (SINAL) 2.5% 36l 3.9%
Measurement instrument calibration quality cerdifion (SIT) 0.2% 0.2% 0.4%
Total supplies (in millions of €) 577.6 589.2 565.0

Tenders for contracts awarded on the basis of the ost economically advantageous
bid approach

In the specific areas identified in the Hera Greupfocurement guidelines, and in detall
“social commitment”, “quality of services” and “emamic value”, sustainability criteria
have been identified which are the fruit of the engnce acquired in managing calls for
tenders according to the method of the most ecaradlyiadvantageous bid, based on
doctrine and also on regulations on the mattdmewith Hera Group objectives.

In the operating instruction “ldentifying Sustaiilalp Criteria by Goods/Services
Purchasing Sub-Category” a minimum number of soatality criteria for choosing
suppliers were established, based on the amouningmaitance of the tender (if it is a
tender with a significant impact on the environmemacupational safety, the quality of
services provided to customers, the term or amotitthe contract). Among the other
criteria, mention is made of: the management ofoapheric emissions and sound,
prevention, reuse and recyclability of waste; ewpeddficiency; reduction of the
dangerousness of substances used and reductionatr wonsumption (for the
environmental protection criterion), supplier’'s ptdon of their own Code of Ethics,
hiring of persons with disabilities and personsrfgdardship, accident prevention (for
the social commitment criterion), quality of ma#si equipment and instruments,
professional qualifications and skills, technicarvéces and performance (for the
service quality criterion).

The Procurement and Tender Management Departmentsesponsible for selecting
the sustainability criteria. They chose the crétéd be used based on the type of tender,
the importance of the sustainability criterion @lation to said tender, and assessments
of previous tenders assigned and their resultsabsistance in selecting the criteria and
assessing bids in the tender phase, the Purchamimj Tender Management
Departments can use the technical support of thepdZate Social Responsibility
Department and the Quality, Safety and Environn@aritral Department.

In 2013, the updating of the operating instructiam$ating to the methods for
identifying the sustainability criteria was envisdgrespect for the environment, social
commitment and quality of the services) for theauas types of adjudication.
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Public tenders for contracts adopting the economidly most advantageous bid
method

2010 2011 2012

No. of public invitations for tenders published 11 12 13
Vf_;llge of the public invitations for tenders pubgsh(in 435 182.6 1835
millions of €)

% of tenders with economically advantageous bidofut 100% 100% 100%
total value of public invitations for tenders phied

Average score assigned to aspects relating toisabthty n.a. 28 27
of public tenders awarded during the year

Excluding the tenders developed on behalf of thady financial institutions, possibly
restricted to the largest discount awarding methad2012, a total of 13 public
invitations for tenders were announced, for a tstalrting price of over Euro 180
million, all to be awarded based on the criteriahef most economically advantageous
bid.

Additionally, 3 public tenders for qualification ssgms were held, which were not
included in the total as the regulations requirat tihe tender amount and the award
method be defined as and when in the subsequeatiaiign procedures.

In relation to the public tenders awarded durind2®ia the economically most
advantageous bid adjudication method, the averagee sassigned to the technical
component was 48 points out of 100, of which 2&tneg to environmental (8 points) or
social sustainability (19 points) criteria.

Public tenders with economically most advantageousid: scores assigned to the

various components (weighted average on the basistbe call amount)
Total technical

component: 48

points

Environm
ent; 8

The method of awarding involving the most econofitycadvantageous bid is
applicable (if the tender procedures permit readuosthe method of the economically
most advantageous bid) to the entire purchasintgcydath a clear predominance for
purchases of services and work, given the alreagly $standardisation of the technical
specifications with regard to the sphere of makesapplies and in some cases of work.
We would like to point out that 70% of contractsrmaged jointly by the Procurement
and Tender Contracts Management Department andrdee Procurement and Tender
Contracts Divisions (by public tender, as a resfitqualification system or by
negotiated procedure without public tender) to wWwhithe most economically
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advantageous bid criterion is applicable took posording to this method, in place of
the largest discount (it was 53% in 2011).

Total adjudications adopting the economically mosadvantageous bid method

2010 2011 2012

Value of the total adjudications to which the ecoigally
most advantageous bid adjudication method is agiplkic 309.8 255.0 321.9
(millions of €)

% of adjudications adopting the economically most

0, 0, 0,
advantageous bid method 44.6% 53.0% 70.2%

Among the public tenders awarded in 2012, the alessribed below are particularly

significant due to the importance of the tendersl #ime significance assigned to

sustainability criteria when assessing the bids:
* In the restricted procedure for the awarding ofdbgvities associated with the
solid municipal and similar waste collection andnBportation, separate waste
collection, skip cleaning service, that for themung of the collection centres in
the area of the provinces of Bologna, Modena andaFe for an amount of
around Euro 38 million (around Euro 19 million dgithe year, of the 60 points
reserved for the technical component 25 points Haeen reserved for social
sustainability (development of the projects for therk induction of individuals
facing social hardship) and 12 for environmentatamability (age and impact of
vehicles used).
* In the restricted procedure for the awarding ofdbevities associated with the
manual and mechanised sweeping service in thechtba provinces of Bologna,
Modena and Ferrara for an amount of Euro 38 milliaound Euro 19 million
during the year), of the 60 points reserved fortdahnical component 30 points
have been reserved for social sustainability (dgueakent of the projects for the
work induction of individuals facing social hardghiand 8 for environmental
sustainability (age and impact of vehicles used).
* In the restricted procedure for the awarding ofdbgvities associated with the
beach cleaning service in the area of the provio€é&imini and Ravenna for an
amount of Euro 5 million (for a period of two andalf years), of the 60 points
reserved for the technical component 22 points hbeen reserved for
environmental sustainability (age and environmemtglact of the vehicles used)
and 12 for social sustainability (OHSAS18001 cedifion, accident severity and
frequency indexes).
* In the procedure negotiated by call for the enimgsof the ancillary activity
services on gas, LPG, water, electricity and distheating meters relating to
services provided by the Hera Group for an amodriEwo 3.9 million for a
period of one year, of the 60 points reserved Fa technical component 27
points have been reserved for social sustainalfil@ypoints for safety training, 5
for the safety and/or OHSAS18001 certification @aheres, 12 points for the
accident severity/frequency indexes) and 15 forirenmental sustainability (8
points for the environmental impact of the vehicl2goints for the projects for
reducing the environmental impact such as for exaripe planning instruments
for the procedures which limit fuel consumptionfob the environmental and/or
ISO14001 certification procedures).
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Furthermore, mention is made of the following palgjualification systems:
* In the procedures further to the public QualificatiSystem for the entrusting
of specialist electromechanical maintenance (Euf rillion) and specialist
electrical maintenance (Euro 2.8 million) care bé tintegrated water service
plants for a period of one year, of the 60 poirgserved for the technical
component 27 points have been reserved for sogshimability (10 points for
safety training, 5 for the safety and/or OHSAS18@8ftification procedures, 12
points for the accident severity/frequency indexasyl 13 for environmental
sustainability (8 points for the environmental irapaf the vehicles and 5 points
for the environmental and/or ISO14001 certificatpyocedures).
* In the procedure further to the public Qualificati®ystem for the entrusting of
the refuse bin maintenance service (Euro 1.6 milfar the period of one year),
of the 60 points reserved for the technical compbrE8 points have been
reserved for social sustainability (6 points foe taccident severity/frequency
indexes, 3 points for safety training, 3 for posgms of health and safety in the
workplace management systems and/or possessiorl8AG18001 certification,
3 points for possession of management systemsimagato corporate social
responsibility and/or possession of SA8000 cedtfan, 3 points for employment
of socially disadvantaged individuals) and 8 foriemnmental sustainability (3
points for possession of environmental procedunegaa ISO14001 certifications,
5 points for assessment of environmental impawgebicles).
* The procedures further to the public Qualificat®ystem for the entrusting of
the Global Service which includes the availabilityaintenance and handling of
multifunctional devices (MFD—Multifunctional Devisg integrated with printers
in the various premises and satellite offices fqreaod of three years (Euro 2.1
million), of the 60 points reserved for the teclaicomponent 10 points have
been reserved for environmental sustainability rf@neconsumption, sound
emissions, ozone emissions, volatile organic comgsuand powders from
equipment, absence of hazardous substances cahtairieners and cartridges,
possibility of stripping of equipment and possiyilto recycle the plastic and
metallic materials).

Contract management

Hera S.p.A.’s Purchases and Contracts Departmertlds purchases for Hera S.p.A.
and those for the Group companies for which a @sicly service exists (Herambiente,
Hera Comm, Fea, Uniflotte, Famula on Line and Heree).

In 2010, Procurement Protocol 231 was approved énat$.p.A.’s Board of Directors;
it defines roles, responsibilities, behaviourahpiples and operating procedures which
Group personnel involved in procurement activitiasst follow.

The procurement guidelines, in line with the Grau@ode of Ethics, the organisational
model as per Legislative Decree no. 231/2001 aedelated Protocol, are the corporate
references for supplier selection activities, duiaing the principles inspiring the
Group’s procurement for the acquisition of good=yvges and work, aimed both at
activities carried out under free market conditiansl subject to public works contracts.
It is confirmed in the guidelines that the Hera @rdavours the economically most

166



advantageous bid method as the approach for asgdsds, using sustainability criteria
consistent with the principles established by tiheup’s Code of Ethics.

The procurement guidelines approved have beeneapfi all subsidiaries. At the end
of 2012, 15 Group companies out of 16 adopted theuPement protocol envisaged in
the organisational model pursuant to LegislativerBe no. 231/2001 (there were 5 in
2010), a process which will conclude in 2013.

Furthermore, in accordance with the provisions @ioeid in the AEEG 11/2007
resolution, as amended by the AEEG 57/2010 resolutoncerning functional
separation (so-called unbundling), it was also emsf#ed that the Hera Group handles
the activities for the procurement of goods, sawiand work ensuring the application
of efficiency, inexpensiveness, neutrality ad nacdmination criteria. In dealings
with suppliers, it guarantees the adoption in tbet@actual documentation of clauses
aimed at observing the confidentiality of the comeradly sensitive information
relating to the activities functionally separated.

For the purposes of the SA8000 certification precekse Group’s Procurement and
Tender Contract Division carried out the reviewtloé standard specifications of the
Hera Group (specifications for works, services, ptieg for work and supplies of
goods) introducing specific requirements relatmghie SA8000 standard.

The monitoring of work accidents at suppliers

So as to have a complete picture of the accidgumtyinmpact relating to the activities
carried out directly and indirectly, as from 200@rhl has set itself the objective of
monitoring the accident and injury indexes for th@&n suppliers of work and services.
The specifications and tender contracts envisageong the mandatory enclosures - the
“Annual summary of the accidents or injuries ocmgrcare of the contracting
companies during the performance of activities enatf of Hera” form, via which each
supplier is required to communicate its accidejtiinindexes annually or at the end of
the contractual period.

Suppliers’ workplace injuries

2010 2011 2012

Value of supplies of services and work (in millicofs€) 448.9 474.4 461.9
Value ordered from suppliers under monitoring (iilions of €) 3215 417.9 354.2
Value ordered from suppliers under monitoring (%) 2% 88% 7%

Amount ordered during the year from suppliers whaeh
forwarded the monitoring

Value ordered from suppliers who have forwardedntioaitoring
out of the value of the supplies of services anckv#b)

236.5 243.1 275.8

53% 51% 60%

The monitoring of the accident and injury inforneaticoncerned the companies which
in 2012 provided services and work to Hera Groummanies, with the exclusion of
purchases of goods. In order to obtain a significapresentation, during the analysis
particular attention was paid to the collation loé data relating to the most significant
purchase contracts in terms of amount and actvitégried out.

At the date of drafting of this report, Hera hadceaiged from its suppliers
accident/injury data for 740 contracts, equal toamnmount of more than Euro 275
million ordered in 2012.
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Calculations based on the data received identidigdequency index of 54.7 with a
severity index of 1.1. These figures refer to 60R4he total value of the supplies of
services and work ordered by Hera in 2012 (51%0itil.

Between December 2011 and May 2012, Hera orgaeigetisive training activities for
its in-house contract contacts, representing timeldmental point of contact with the
suppliers. During the course of the 44 classroossieas held, the topic of the collation
of accident/injury data was looked at in-depth Isat tthe contact individuals were in
turn made aware and would press for the forwardihghe requested data by their
suppliers.

With regard to 2013, further training activitie® @anvisaged, again intended for the in-
house contract contacts, within the sphere of tigies envisaged for the adoption of
the SA 8000 management system. The project enwagshgeinvolvement of more than
300 in-house contact individuals.

The E-procurement system

2010 2011 2012

Volumes handled via the e-procurement platform 39% 70% 90%
Suppliers with access to the platform 89% 93% 93%

2012 saw further consolidation of the e-procuremplatform which led to the
achievement of 90% of the volumes negotiated os flatform (39% and 70%
respectively in 2010 and 2011) and 93% of qualiagpliers with coded access to the
electronic platform.

The system was streamlined even further, improwtadpility and use. During 2012,
other functions were introduced which make acciagliby the suppliers direct and
access to the system even more transparent, viaetheVendor management system.
Among these, the main one saw the creation of admumental area shared on the e-
procurement platform, the supplier dashboard, wipemits the suppliers to view the
tender documents and the contractual ones madelaledby the buyer, sign - by means
of appropriate flag - the contract and view andcg&htbeir supplier qualification status.
Use of the platform was also extended to publideées as from 2011.

Tender contract management manual

During 2012, a review of the Tender Contract Manag@ Manual was approved; this
document contains confirmation of its purpose asssential instrument supporting
activities of parties tasked with the control ofe tlcontracting and subcontracting
companies with particular attention paid to pratectof the staff used in outsourced
activities.

The content of the Manual has been adapted to rbvspns of the Decree on the
simplifications no. 5/2012 regarding joint and seveesponsibility in tenders between
customer and contractor establishing that, in tenfie work and services, the customer
is jointly and severally obliged with the contracemd any sub-contractors during the
two years as from termination of the contract, &y the remuneration inclusive of the
portions of leaving indemnity, social security admtions and insurance premiums due
in relation to the period of execution of the tandentract, while any obligation for
civil sanctions is excluded this being the respailisy of the party liable for the breach.
Furthermore, steps were taken to update the mawitlalregard to the new legislative
references, to adapt the definitions of Planningesuisor, Contract execution manager
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and in-house Contact, aligning them with the mattenvisaged in the Hera Group
standard specifications.

During the first few months of 2012, also as a eguence of the consolidation of the
new vendor management system, several Trainingosesgere held for In-house
Contacts (around 700 individuals involved) and rtlessistants, so as to go over the
salient phases of the handling of the contractelationship and the monitoring of the
services provided together.

The use of sub-contracts

The Hera Group makes the works directors and th&paay contacts - parties tasked
with checking outside companies - responsible Her ireliminary activities necessary
for prior authorisation of the sub-contracts, adlae all the subsequent fulfilments
necessary for monitoring the activities of sub-caciors on site.

The company document which contains the fulfilmeoftoth works directors and
company contacts, and those of the contracting sadcontracting firms regarding
tenders, is the tender contract management mamath specifies the matters
envisaged by legislation on the topic of public kvand service tenders.

The Hera Group works directors and company contaatd reports each month on the
sub-contracts authorised within the sphere ohalltender contracts, using a pre-drafted
procedure form. The Purchases and Contracts Degattraports quarterly regarding
the related checks.

22.6 million was sub-contracted out in 2012, edqad.2% of the amount of work and
services outsourced by the Group.

Further to organisational changes which occurrethivithe Hera Procurement and
Tender Contract Management Division, as from 20E3\Mendor Rating and Assurance
structure will see to the supervision of the fontred for managing sub-contracting,
also via the related reporting and in collaboratieth the in-house contacts.

Times of payment as per contract

Consistent with the financial stability objectivesthe Hera Group as well as Group

guidelines, the times of payment as per contracsat at least to 120 days, month-end
invoice date. It is possible to depart from samlitj according to the matters envisaged
by the guidelines, specific Group procedures andagoordance with the matters

envisaged by current applicable legislation.

Supplier relations

The supplier portal is the main tool for commurima$ with the market of suppliers,
especially thanks to the consolidation of the dtis for the handling of the qualified
suppliers via the Vendor Management system andtia¢igo via the e-procurement
platform which today can rightfully be defined dsetonly negotiation instrument
adopted by the Hera Group Purchases and Contragarinent, with 90% of the total
volumes handled via this e-procurement platform.

Supplier telephone assistance activities continued the Hera Group suppliers’
helpdesk: in 2012, almost 22,000 requests for i@swie were received (around 10,000
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last year), around 99% of which sorted out witlia timescales envisaged by company
procedures. The considerable increase in requdagtsrespect to last year is mainly
attributable to the request that the suppliers @tctee new Vendor management
regulations. The helpdesk also considerably ineeasand consolidated its
professionalism, offering an increasingly efficiemd effective service, acquiring what
IS more expertise in supporting suppliers at thmetof public tenders.

At the beginning of 2012, meetings with represévatof social cooperatives working
in the areas served by the Hera Group were orghnieseshare the 2011 results and
opportunities to work together in 2012. In earlyi2Ppbased on the analysis of the data
collected, the work group confirmed the validity tfe procedures defined for
monitoring. The meetings held in 2012 also perthiie the ways to promote
employment projects.

During 2012, meeting were held for discussion vifte representatives of the main
trade associations in the areas of Forli-Cesenzeri®@ and Ferrara, in particular so as
to illustrate and share the innovations introdubgdthe new Vendor Management
system. Furthermore, meetings were also held in22fk discussion with the
representatives of the main trade union organissticegarding Hera’s commitment for
2013 to update the memorandum of intent concerteinders.

Litigation with suppliers

At the end of December 2012, there were 22 pendisgutes with suppliers (there
were 31 at the end of December 2011), of whichitiated in 2011, mainly concerning
tender issues.

170



Public Administration

Breakdown

The area Hera operates in is made up of 249 muatiaythorities, most of which are

company shareholders. Hera has close relationsaaboration with technicians and

administrators of municipalities, provinces, regioas well as nationally, and their
associations and local bodies.

In the area managed by Hera, the organisationeoirttegrated water service and the
municipal waste management service is regulatedhbynew Emilia-Romagna area
agency, set up by Regional Law no. 23/2011. Theggneector (gas and electricity) is
regulated by the Italian Authority for Electricitpnd Natural Gas (AEEG), an

independent regulatory and control authority foe gector established by Law no.
481/1995. As from 2012, the AEEG undertook the fioms for the regulation of the

integrated water service as envisaged by Italiam ha. 214/2011.

The research and development activities undertaiethhe Group entail collaboration

with various bodies (universities, research censiash as ENEA, public bodies and
other companies). These activities are conducted partnerships or quite simply

through sponsorship.

We're full of energy!

aspects of the energy balance and its objectives,strategies to be achieved for
indispensable energy savings and the benefitsiahilities associated with renewaljle
sources. The course was closed with a presenthyidProfessor Andrea Segre on the
subject of “How to plan the future with regard mwromic development and wellbei
of the individual”.

Integrity in relationships with the Public Administration

Hera is committed to guaranteeing the highest $e\dl integrity and honesty in
relationships with public administration. For thisason, the Group has adopted, and
keeps updated, a model for organisation, manageamehtontrol designed to identify
specific risks associated with the crimes iderdifie Legislative Decree no. 231/2001.
Currently the organisation model includes 24 proecthat strive to ensure
transparency and a sense of ownership in intemalexternal relationships. For each
“high risk” process, the protocols identify prinkgp, roles, and responsibilities which
should be followed in managing the activities aefiree the periodic information flows
for control. Each protocol ensures the constantitaong of high risk activities for the
Supervisory Body. The aspects dealt within includethtionship management with the
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Authorities, public loans, sponsorships, donatiang gifts and procurement, protection
of the environment and health and safety in thekplace. In 2012 the review of the
“Handling of laboratory activities” protocol wasrcad out.

The procedures adopted conform to the principlab®iCode of Ethics with the aim of
guiding Group management based on the values amdges defined in the Charter of
Values.

Relationships with municipalities and other local athorities

The administrators of the shareholder municipalittee major stakeholders in Hera
since they are majority shareholders and const#dilek between Hera and the areas in
which Hera is operational.

Structured forms of dialogue exist with the Mayars2012, in Bologna there was one
meeting with the Bologna area Municipalities Comedtand a series of encounters
with the Intermunicipal Association and/or Assoias of Mountain Communities. In
Ferrara, a by now consolidated relationship with @hairmen of the District Councils
lies at the basis of an important venture aimeuningroving the decor and developing
separate waste collection. In Imola-Faenza, thetingme with CON.AMI were
periodically attended, informing the Mayors of lii€al area on the investments made,
the scheduled measures, the situation of the &snand the information and promotion
initiatives. A number of meetings were held witke thitizens elected in the Imola
“forums” and in the districts of Faenza with regaodseparate refuse collection and
development of the “door to door” system.

Hera and the Ferrara Prefecture together for legaly

The Hera Group and the Ferrara Prefecture signeangmorandum of intent for the
prevention of infiltration of organised crime inethsector of tender contracts ahd
concessions for public works, already agreed orh witany public bodies in thejr
capacity as contractors. Criminal organisationsifeana growing tendency to bran¢gh
out also in areas such as Emilia-Romagna, tradilipextraneous to this phenomenc
At the centre of this agreement is the extensiorthef anti-mafia controls and the
guarantee of accountability in the procedures Mer éntrusting of work to contractir{g
companies. The memorandum envisages more decisingots for suppliers anfl
contracting companies, with the establishment etsjz databases.

In Modena, the Mayors Panel was met with perioticathich includes the Mayors, or
their delegates, from the pertinent local areafkdnenna, meetings were held with the
municipal authorities and their decentralised eién order to examine issues relating
to the services managed in the area and partioipédiok place in various meetings of
the Council Committees so as to provide informaterd clarification on specific
aspects of particular interest to the general pulilne Rimini Area Local Shareholders’
Committee had two meetings during which, in patéicuthe subject of investments in
water service plants, the new Separate Refuse c@iolheCentres for municipal waste,
the organisational development of Hera and the semarios within the sphere of local
public services, were dealt with. In Forli-Cesebesides the meetings with the local
Mayors’ Committee, cognitive meetings were heldhwitiree new mayors elected in
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2012 and active participation was seen with otbeall public services companies (local
health authorities, ATR, Romagna Acque etc..), @laith the meetings of the Users
Advisory Committee for local public services in theinicipality of Cesena set up in
2011 and chaired by the Mayor, concerning: thenitedn of the efficiency, quality and
quantity indicators of the services and the fuitiggiof customer satisfaction surveys,
the identification of the needs and problems ofsevice users.

Hera has published a newsletter, sent to the Magbraunicipality shareholders via
email, containing local area news as well as néviseoentire Group. In 2012, 21 issues
were published, around three a month.

Over 40 years of promotion of disability

Mechanical meters come in and material to be sentrdcovery goes out: disabl¢d
youngsters learn to strip the devices so as tovezcecyclable elements, learning |to
safely use the tools and gaining experience fougtidn into future employment. Th
is the laboratory present in Modena in relatiormtaich the agreement between the
Local Health Authority and Hera, which dated baok1©87, was renewed in eafly
2012. The laboratory, located within the Via Razwalpremises, where the compahy
makes everything available which the youngstersl iseeas to work, each year recovgrs
around 1,000 kg of wood, 300 kg of iron, 200 kgopper, 150 kg of glass and 100 kg
of aluminium.

Relations with regulatory and supervisory authorities

The relationship with local regulatory and supervi®ry authorities

Water and waste management policies involve théicgeation of numerous local
institutions, who are the protagonists of the wuasighases: regulation, planning,
management and control.

Regulation

By defining guidelines and strategies, the Emil@yfdgna Regional Authority
exercises the legal function of regulation of thetev service and management of waste
in harmony with the national regulation bodiesxiséing and in agreement with the
Provincial, Municipal and Catchment Area Authostie

Regional Law no. 23/2011 established the Emilia-BRgna area agency for water and
waste services (ATERSIR), a body endowed with admative, accounting and
technical autonomy, which performs the functionstied previous Water and Waste
Regulatory Authorities. On 3 October 2012, in parste of Italian Law no. 214/2011
which laid down the transfer to the Gas and EleityriAuthority of the functions for the
regulation and control of the integrated water mervthe Prime Minister's Decree was
published which establishes that the AEEG mayecdabjectives of the service quality,
arrange and periodically review the tariff methadsl make proposals for the review of
current legislation. Any act approved by the ATERShust therefore be compliant
with the AEEG regulation.

Planning
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Regional strategies are set out and applied b¥rtbeincial, Municipal Authorities and

the area Agency.

For the Integrated Water Service, the Water Pristiedlan is the main document which

sets forth both the qualitative and quantitativeeotives pursued:

* maintenance and re-balancing of the water balanewvden availability and
withdrawals, in order to define usage compatiblehwwater resources, for the
purpose of protecting said resources;

» assessment of the characteristics of water bodiesugh monitoring and the
consequent definition of actions for the purposeadffieving quality objectives.

Alongside the Water Protection Plan, the planningtrument that each Water and

Waste Regulatory Authority uses (under Regional lrew23/2011 the entire regional

area is the water and waste regulatory authorityjefine the measures necessary for

meeting the requirements of the local area is th#ndvity Plan. In accordance with the
planning ordered above, and on the basis of thegreton of the existing works, the

Area Plan establishes the management and orgamahinodel for the integrated water

service, establishes the service levels to be gteed for customers, the priorities for

the preparation of the programme of measures, titeria for defining the related
financial plan and the pertinent tariff proposais the plan years, on a consistent basis
with the matters laid down by the AEEG tariff medho

The Municipal Authorities contribute to the regudat of the services by means of

specific Regulations adopted in harmony with thguRaions authorised by the Area

Authority.

Decree Law no. 201/2011 transferred the functioesaming to the regulation and

supervision of the tariff for the water servicesthe Electricity and Gas Authority

which will see to the same using the criteria aon@lities currently defined for the

2012-2013 period and being defined for the comiegy.

Similarly, with respect to waste, the regional @liies should be represented, as

envisaged in Article 199 of Legislative Decree ©62/2006, in the Regional Waste

Management Plan. This should set forth measuresdaah favouring the reduction of

waste production and the recovery of waste and¢balation of waste management

activities through the promotion of integrated veastanagement, providing incentives
for the use of suitable, modern technologies ireotd provide the utmost guarantees of
significant environmental protection, safeguardofghe health of residents and self-
sufficiency in terms of the capacity of waste remyvand disposal. To-date, the Emilia

Romagna Regional has not yet adopted the Plane s procedure for the drafting

and subsequent approval of the same is underwaghrandd be concluded in 2013.

The planning of the waste system is completed by Alnea Waste Plan which

represents, as envisaged by Regional Law no. 2B3/20he instrument for the

governance of the management activities necessarythle performance of the
municipal waste integrated management service awisages the schedule of the
measures, the operating and organisational modelheneconomic and financial plan”.

The Provincial Authority, which is in any event pessible for the administrative

functions concerning the planning and organisatbrthe recovery and disposal of

waste at provincial level, takes part in the plagnprocess with the Provincial waste
management plan (PPGR) and the Provincial Coordm#&trea Plan (PTCP).
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Management

The organisation and regulation of the municipabt@amanagement service and the
integrated water service are seen to by the ERitimragna Area Authority for the
water and waste service which is responsible foresenting the collective demand for
the services and governing the production and supfdaid services.

The operators are the companies that materiallyigeothe services to residents. The
services are governed through service agreemamntsactual documents which specify
the standards and performance that must be guathritee cost of the services, and the
related financial plans, and penalties and sanstionthe event of breach of the
provisions. Therefore, the operators and the Arethéxity collaborate in their areas of
operation in order to draw up the best servicandémmork, with a view to optimising the
system.

Generally, operators are also in charge of the adtmative activities, such as
stipulating, amending and terminating supply casttrdor the integrated water service
or part of the service, measuring and recording ghaxucts supplied and services
provided, invoicing and collecting payments foiftar

The authorisation processes envisaged by natiohalegional regulations for various
types of plants managed by Hera involve — in aagrdted manner — the technicians
from various local institutions in the Services @wence, a meeting point for the
various skills required for a complete assessménthe different impacts on the
environment of a new plant or the operation of x@stang plant.

Control

Environmental management and control of water atercessed at local level, by
numerous parties (Area Agencies, Local Health Adtles, Arpa and AEEG), each
with specific duties.

The Area Authority is specifically responsible ttwe control of the methods used for
providing the services, their monitoring and asSsEsH.

With regard to product quality, environmental masragnt and control of water are
exercised at local level, by numerous parties, @atthspecific duties.

For the purpose of protecting public health, thgiBeal Authorities are in charge of
coordinating the activities of the Local Health Aatities, which mainly consists in
issuing directives containing criteria for drawing plans for control of water for
human consumption.

The Local Health Authorities carry out controlswater based on plans which take into
account the regional directives, fixing the poimepresenting the quality of the
aqueducts. They also carry out inspections of thatp to assess the structural and
functional conditions and identify any criticalie

In line with the duties assigned by the Area Auities existing before Regional Law
no. 23/2011, also Hera, in its role as an ope@ttie integrated water service, controls
the quality of drinking water according to the psions of current regulations and,
specifically, according to Legislative Decree nd/ZD01 which states that the Operator
must guarantee that water is suitable for drinkipgto the point of delivery to users
(meters).

ARPA carries out controls on all waste managemésmtp resulting from the Hera
Group’s operations, with specific reference to fyamg the limits defined in the
authorisations. It draws up reports on specifinessfor the purpose of providing a basis

175



for possible environmental reclamation and qualityprovement policies. It also

provides technical support for laboratory teststh@ Prime Minister's Decree dated 3
October 2012 which implemented Italian Law 214/201ds envisaged that the AEEG
controls and inspects the operators especially weflierence to the quality of the

service. It being understood that, by virtue of shene establishing law, the AEEG can
carry out checks on the observance of all its legus.

During 2012, the Hera Group received 18 warnings,l&ss than in 2011. These
warnings mainly concerned disputes raised by thmersisory bodies and refer to
violations of provisions laid down by Legislative eree no. 152/2006, the
Consolidated Environmental Law, pertaining esséntta the integrated water service
and the lack of observance of the regulations coathin the respective authorisation
deeds. The fulfilments required by the supervidoogdies were met in relation to the
receipt of these warnings and none was challengtédthe competent authorities.

In 2012, 115 administrative sanctions were inflictssued primarily for environmental
violations, for a total of Euro 313,507. The maéjornof the disputes raised by the
supervisory bodies refer to violations of provisdaid down by the afore-mentioned
Legislative Decree no. 152/2006, the ConsolidatedirBnmental Law, pertaining
essentially to the integrated water service angaimicular the running of the plants and
the exceeding of the tabular limits. These violatdisputes are administrative and
defence briefs have been filed in relation to #me, with the principal aim of revoking
the measures adopted by means of archiving theepdiegs and, subordinately, the
payment of the fine to the minimum extent envisdggdector regulations.

The increase in the sanctions paid in 2012 witpeessto 2011 (89 for a total of Euro
184,239) is mainly attributable to the payment e fines pertaining to Herambiente
for the closure of the related criminal proceedi(ig®2011 Herambiente paid sanctions
for Euro 39,160 while in 2012 it paid sanctions Earo 160,114).

Waste: incentives for prevention and reuse

The Ferrara Water and Waste Regulatory Authorityvigled discounts on the TIA
(Environmental Hygiene Tariff) for business coneethat donate food and other sjill
usable products to aid associations rather thadisgrihem for disposal as waste |(a
total of approximately 189 metric tons of produesere donated in 2012).
Also with a view to preventing waste, Hera promalesestic composting, by meahs
of the distribution of more than 26,000 composteysdate. Further, in order fo
incentivise that activity, Hera recognises a distoon the bill in municipalities fo
which it is set forth in the TIA regulation. Domigstomposting reduces the productipn
of waste by transforming organic food waste, leaaed plant scraps into compost| a
natural fertilizer.

Relationships with the Area Authority for water and waste services

By means of Regional Law no. 23/2011, the EmiliarlRgna Area Authority for water

and waste services (ATERSIR) was established, whigitaced the previous Area
Authorities and which carries out its functions lwiteference to water and waste
services. The main responsibilities assigned toAtthority by the afore-mentioned

Regional law concern the regulation of the servemed specifically the reconnaissance
of the infrastructures, the definition and approvhthe economic-financial plans, the

176



approval of the area plan, the adoption of the sil@ss relating to the methods for
entrusting the service, the approval of the plart measures and the customer tariffs;
the Authority is also delegated the control of ttvenalities for providing the services.
Furthermore, representing the interests of theoousts, for the purpose of checking the
quality of the integrated water service and the igipal waste management service, the
Advisory Committee for consumers and stakeholdess been set up care of the Area
Authority Board.

At the end of 2011, Article 21, sections 13 andi$he Italian Decree Law no. 201/11
transferred the functions for the regulation andt of the water services to the Gas
and Electricity Authority (AEEG) as from 2012; tteelvent of this new Authority
(AEEG) for the water service in any event keepsumlmer of the functions already
exercised under the Area Authority, and in parécuihe definition of the plan of
measures relating to the related area.

A full house of certificates for Romagna Compost

The composting plant at San Carlo di Cesena redelveertificates in 2012; this plart,
thanks to the innovative anaerobic digestion syt only one in Italy), turns wasje
into compost and electricity. Managed by Romagnamgumst, a subsidiary
HerAmbiente, it is the first plant in Italy of itkind to obtain such a result. The
certificates obtained are 1SO 9001 for quality, I54W01 for the environment, OHSAS
18001 for safety and 1ISO 50001 for energy.

Relationships with the Italian regulatory and supewrisory authorities

The Italian regulatory authorities that mainly afféhe Group’s activities are the AEEG
[ltalian Authority for Electricity and Natural Gaghsofar as monitoring and regulating
guality levels, setting rates for grid activitiasdathe regulated components of the sales
activities, monitoring of economic, accounting aodjanizational aspects of the
activities that concern the equal treatment of cetitgrs and the transparency of the
conditions for access to the networks) and thaalaAntitrust Authority [AGCM]
(antitrust, authorizations for mergers and acqoiss, protection of consumers and
monitoring of the correctness of commercial pokgie

Relations with the AEEG are specifically structyratbo in view of the obligations to
consult with regulated operators, prescribed bylalethat instituted it. During 2012,
there were intense regulatory activities charaseeri mainly by the disclosure of
numerous opinion papers in which Hera actively tpak.

During the year, the AEEG finally ended an invediign launched vis-a-vis Hera
Comm in 2010 relating to the failure to inform ausers about the application of bi-
hourly tariffs for the sale of electricity. By mesaaf VIS 45/2010, the investigation was
ended in January 2013, with confirmation of thelation disputed (what is more
already admitted by Hera Comm during the preliminamvestigation) and the
consequent application of a monetary fine totalkugo 135,000.

With regard to the preliminary investigations closk is revealed that with reference to
VIS 39/2011 by means of which the AEEG had finedaH®.p.A. in 2011 for a total of
Euro 55,000 due to failure to observe the obligetito replace cast iron pipelines,
monitoring continues to be carried out by said Autly on the commitments
undertaken in terms of the complete accelerateldaement of the cast iron pipes and
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the inspection of the entire network classified'l@smp and lead joint” and “asbestos
cement”, until the complete replacement of the same

With regard to the preliminary investigations laed in 2011 and still underway, it is
hereby disclosed that Hera Comm was involved iagnitive investigation launched by
the AEEG by means of VIS 76/2011, regarding unrstagecontracts for electricity or
gas supplies, and that to-date this procedure tiaget been concluded.

The appeal presented in 2011 by Hera against thetiga, totalling Euro 190,000,
inflicted in 2010 by the Anti-trust Authority isibtpending, in relation to the alleged
improper or misleading commercial practices in thater services sector (late
communication of tariff changes, acceptance ofnanrance fund for leaks by means of
tacit consent). The date for the first hearing xpexted from the Lazio Regional
Administrative Court.

During 2012, Hera - together with other leading desribution operators - launched
two appeals against the resolutions of the Italidas and Electricity Authority
concerning, respectively, the obligations to replaxaditional gas meters with electronic
meters featuring remote-reading requisites, andd#éfenition of the gas distribution
tariffs for 2013. In the first case, recourse attiwas launched with regard to the
premature nature, in relation to both technologeablution and the supply on the
market of electronic meters, of the replacemenigabbns envisaged by resolution
28/2012/R/Gas, which in the case of the Hera Grwopld have led to the replacement
of around 80% of the meter base by 2018. In therskcase, the recourse was justified
in relation to an essential amendment, by the Aithaof principles by now deemed to
be consolidated with regard to the determinatiothefremuneration of capital invested
in network services. In the specific resolutionldred, 436/12/R/Gas, it set a rate of
remuneration for the gas distribution service f0L2 much lower than expectations,
especially considering the current economic-finahasituation, and also potentially
placing the investment capacity for improvement snees on the quality and safety of
the service at risk.

During 2012, Hera underwent two inspections byAREG:

» the first concerning the verification of the elégty distribution continuity
figures relating to 2011, which concluded with #ssessment by the Authority
of complete observance of the rules for registeaing classifying the blackouts;

« the second relating to the verification of the eotrapplication of the matters
envisaged by the Consolidated Law on Active Conaest which concerned all
the documentation inherent to the connection redgquesceived between 1
January 2008 and 30 April 2012. To-date, the AEEG hot yet disclosed the
outcome of this inspection.

With regard to dealings with the Italian Antitruauthority (AGCM), it is hereby
revealed that;

e during 2012, the Authority launched proceedings iregja Hera S.p.A.,
Herambiente and Akron hypothesising the offencabaise of dominant position
on the Emilia Romagna market of paper waste fromparsge collection
activities;

» the Authority continued with activities for the mtmring of commitments
undertaken by Hera within the sphere of the A41t@ceedings (inherent to
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abuse of dominant position by Groups involved kntthe sale and distribution
of energy), monitoring which shall end during 204ih the forwarding of the
last of the five six-monthly reports envisaged;

* Hera responded to a request for information madéheyAGCM regarding the
management of the District heating service; thisrmation request falls within
a procedure aimed at the reconnaissance and miagitof the functioning of
the District heating service at national level aodncerned the leading
companies operating in the sector.

No fines were inflicted by the AEEG and AGCM durip@12.

Separation between the regulated activities and th@eregulated activities in
electricity and gas services

By means of resolution no. 11/2007, the AEEG intitl functional unbundling in the
energy sector approving the Consolidated Unbundliang, with the aim of separating
the management of the regulated activities from dleeegulated activities. These
provisions establish - for the vertically integghiteompanies which operate in the
electricity and natural gas sectors - rules aintezhauring:

* the neutrality of the management of the infrastrtes under concession;

» the non-discriminatory management of the commédycgdnsitive information,
relevant for the correct development of competition

» the absence of subsidies crossing over betweevited]j in particular between
those subject to tariff regulation and those cdroet on the basis of the free
market.

In compliance with the matters laid down by ledisia, Hera S.p.A. established the
Independent Operator for the natural gas and eggtdistribution activities. The
Independent Operator is tasked with the effectimplémentation of the functional
separation of said activities, to be achieved byamseof the arrangement of a
Programme of Fulfilments, containing the measuoepfirsuing said legislative ends.
In accordance with the matters envisaged by thgrBnome of Fulfilments adopted,
steps were taken:

» to define the organisational structures of the jrastelent Operator;

* to identify the staff involved in the managementte separate activities;

» to adopt the Code of Conduct of the staff involved;

* to carry out an initial session of training coursesthe subject of unbundling
vis-a-vis the staff involved,

« to define clauses aimed at the observance of tindifinal separation objectives,
to be included in the intercompany contracts anddntracts vis-a-vis third
parties, outside the Hera Group, entered into byiidependent Operator;

e to adapt, on a consistent basis with the functisephration rules, the procedure
for authorising investments and the Group procurémeocedure;

» to establish the list of commercially sensitiveormhation;

e to launch the “Unbundling project within the sphefdéhe informative systems”
for the adaptation of the management processesepatation of the databases
containing commercially sensitive information;

» to adopt the procedure for the handling of the Rnagne of Fulfilments.
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Hera’s participation in the development of public plicies

In order to safeguard its interests and to prond@éteussion on the development of the
market and regulated services, the Hera Group welved with the appropriate
institutional offices both by participating in ddéeping the positions issued by the
relevant associations (especially Federutility &sdlerambiente at national level and
Confservizi at regional level) by being presentiélegations and roundtables organised
by them, as well as, increasingly, individually @yect involvement with the public
administration and national and local regulatorg Eaw-making entities.
At local level, Hera has intervened in the prodesshe formation of the new Regional
Waste Management Plan (PRGR) which will be issued2013 and which will
discipline the waste management system in Emilim&gna for the period 2014-2025.
Hera has contributed and will continue to contréb@dr the whole of 2013, to the
decision-making process, making its expertise atehs available to the Regional
Authority.
In the energy services area, Hera continued to@wtipgense activity in 2012 by means
of taking part (directly and via Federutility) irfhe activities of the Ministry for
Economic Development (MSE). In particular, the direontribution aimed at the
development of a system for assessing the resichealstrial Value for the gas
distribution networks, was emphasised. Hera ale& part in the consultation furthered
by the same Ministry with regard to the Nationaémgyy strategy suggesting that the
initiatives aimed at the development of the markgas and electricity) and the
promotion of the electricity and heat productioronfr renewable sources, were
priorities.

Again within the energy sphere, Hera took partgdiy or via Federutility) in

numerous consultations furthered by the Gas anctrigligy Authority. The Group took

part in particular in the consultations which camesl:

» the review of the economic conditions acknowledgedthe operators for the
procurement of the gas raw materials intendeddtept the market;

» the adoption of tariff measures and on the tramsmuy of the water service billing
documents;

« the fulfilments regarding tender criteria and tbe assessment of the bid for the
awarding of the natural gas distribution service;

» the criteria for the regulation of the tariffs até quality of the gas distribution and
metering services for the fourth period of regualatas well as the regulation of the
quality of the gas distribution service for the ficuregulation period;

» the review of the mechanisms for containing theglitrrisk and acknowledgement to

the operators of greater protection of the liale#itassociated with arrears;

the concessions for populations hit by earthquakeisthe like;

the new Counter Regulations for the energy custpme

the definition of criteria for the identificationf consumption of ancillary plant

services.

Again within the energy sphere, during 2012 Hemktpart, via Federutility, in the
mixed round table of consumer associations and\EEG concerning energy customer
settlement Services and actively took part direictlyound tables on Communications
Standards and on the integrated information System.
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Research projects

The Hera Group’s research activities in 2012 chiefbncerned the technological
development of renewable sources, the developnfeamoronmental monitoring and
control technologies, energy efficiency, optimisatiof the network management and
waste management services. The commitment withrde¢@a renewable energies
continued with work for the achievement of the Eydtab (Hlab) of the Hera Group.

At the end of 2012, 19 patents were held, 10 pendatidation of which 5 filed during
2012.

Leading research projects were:

 The Energy Lab “Hlab”. It is an experimental centre for research applied o
technologies for the production and use of energyfrenewable and alternative
sources, whose construction was started in Noven2drl at the Hera Forli
premises. The Laboratory will allow to assess dé#ifie technologies, starting from
those available on the market and those still @ phototype stage, thanks to an
advanced measurement and data acquisition netwodus will be on gauging the
effective efficiency and evolution of the same otiare. Another significant aspect
will concern the identification and prevention ofinning problems and the
assessment of the real management costs. Initiddly, Laboratory will have a
photovoltaic section and a “supply chain” linkedtlh@ production, storage and use
of hydrogen. The conclusion of the work, initiaflgvisaged for the end of 2012, was
moved to the first half of 2013, mainly due to thificulty of finding certain
components on the market and the abundant snowfalFebruary 2012. The
experimental activities will be managed in collad@n with the University of
Bologna.

 Emerging Pollutants Project. The term “Emerging Pollutants” (EP) refers to
various biologically active substances of anthropigin such as personal care
products, medicines, psychoactive substances assdcwith drug addiction and
their metabolites. Interfering endocrines is an swall and transversal category
compared to those listed above. The presence st thabstances in the water is
considered to be one of the most important enviemtal problems of the last
decade. Collaboration was started with the Italiastitute of Health, the Mario
Negri Institute and the study group, called “Endeerdisruptors and water intended
for human consumption” (EDinwater) promoted by Araga Foundation of Genoa,
and work with the Milan Polytechnic was launchedthii the sphere of the latter,
during 2012 analysis was carried out on the treatnechnologies and drinking
water supply chains currently in use so as to clieek efficacy in removing certain
micro-pollutants and the need for any upgrades.

* Automatic Leakage Detection Project.The project consists of studying innovative
systems for automatically locating water leaksb&used with a remote reading
system. The experimentation continued during 20ith whe achievement of a
device equipped with a hydrophone sensor whosemeainces will be compared
with those of the sensor already used (acceleraginétealysis of the data acquired
by means of this latter technology continues. Quagallel, experimental activities
have been launched with the creation of a permdneatdetection infrastructure on
the civil network which is based on hydrophonesliagpto the hydrants. The pilot
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plant was created in Riolo Terme (Ravenna) and lwasight onto stream in
December 2012.

Bio-Hydro Project. This project aims to develop a cycle for the ds&gwf organic
waste from the agricultural and livestock sectorclltonsists of fermentation using
hydrogen of at least one type of agricultural-llee& waste and the co-digestion
using methane of the residue from this process utitler agricultural and livestock
waste and/or the organic portion of solid municialte. The project is carried out
in collaboration with Herambiente and the FacultyEagineering of the University
of Bologna while it is co-financed by the Ministigr Agriculture and Forest Policy.
During 2012, appraisals were carried out on théilisaof hydrogen produced in
traditional PEM (PolymerElectrolyte Membrane) feells and the solid residual of
bio-production combined with hydrogen and methaa®,compost/fertilizers for
agriculture, with the eventual pre-treatments ne@mes

Automatic Plant Operation Project. The project, developed in cooperation with
ENEA, involves the development of a system for dlnédomatic management of the
main function parameters in the water supply seryitants. The system shall
maintain the process conditions of a specified tpléthin its maximum efficiency,
based on the composition of the incoming wastew@enfiers) or of the incoming
raw water (potability treatment plants). In 2008 thorks at the Calderara di Reno
(Bologna) treatment plant, selected as the test\s#re begun. In 2009, the analysis
and control tools were installed at the site amidfidata acquisition was initiated.
The data acquired during 2010 validates prior keoe on continuous flow waste
water treatment systems, and identifies the existei new characteristic points in
the signals related to the monitored quantitiegh whe possibility of identifying
characteristic or anomalous operation in the plamtgeneral, the applicability of
automatic control to full scale plants was demaistt. The second stage of the
project launched in 2011 led, in 2012, to the ilestian of a scaled prototype of a
treatment plant at the Trebbo di Reno (BO) treatmm@ant, and the logics and
control policies to be implemented in the systemewdentified.

Modelling Project for Plants of the Water Cycle. The project provides for the
development of mathematical models for the hydcaahd process simulation of
treatment plants. The objective consists of acagithe instruments and the know-
how necessary to launch the coordination of thehamaatical modelling of the water
service plants for the Group. After the acquisitior2010 of the software licences,
the modelling activity within the Group commenced2011. Within the sphere of
these activities, during 2012 the Group endowaeslfitgith sophisticated instruments
capable of carrying out specific laboratory anaysr the calculation of magnitudes
and parameters useful for the modelling.

Energy Recovery in Water Service PlantsDuring 2010, a number of appraisals
were launched on the possibility and the techne®dor achieving energy recovery
in the water service plants. A first feasibilitydy was developed to perform energy
recovery work within the Bologna purification platitrough high performance
volutes. During 2011, another two studies were d¢hed: the first concerns energy
recovery in aqueduct networks by means of “In Pipebine” (IPT) or “Pump As
Turbine” (PAT) systems; the second project concémagecovery of thermal energy
from aqueduct networks by means of systems withdathalpy heat pumps. In the
wake of these studies, further to additional datayesis and checks out in the field
carried out in the first half of 2012, the deciswas made to continue with the pre-
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feasibility study for an application care of thedweer station of the aqueduct
pressure in the municipality of Bologna, so as piimise the possible energy
recovery.

* Characterisation and Analysis of the Polyethylene iBes During the Year.
Polyethylene water pipes are characterised bylaréarate higher than that of pipes
made of other materials. To study the causes af shuation in greater depth, a
project was launched for a critical analysis ofuiias, with the goal of increasing
know-how on such pipes, providing simple critepactassify the different types of
failures, identifying the main causes and definimgrovement plans. The project is
developed in collaboration with LyondellBasell, omé the world’s leading
polyolefin manufacturers, and with the Plastic Miale Testing Laboratory
Foundation of the Chemistry, Materials and Chemieagineering Department of
Milan Polytechnic. In 2010, samples of portionspgbes on which breakage had
occurred were collected and visually analysed drel laboratory and statistical
analyses were begun. Laboratory analysis was daoti¢ in 2011 for the accurate
characterisation of the breakages, whose result$onn the basis for the definition
of improvement plans and action. The results of study were presented during the
WaterLossEurope 2012 event, the largest internaltiement organised by the IWA
on the subject of water losses. The activities wihtinue with the drafting and
updating of specific technical documentation (suaf field of use, supply
specifications, laboratory analysis, etc.).

* Anti-freezing water meters. During 2011, the Hera Research & Development unit
designed and carried out a series of tests forkafgdhe possibility of identifying
meters and devices which can reduce the caseibstirbreakages affecting water
meters under unfavourable weather conditions. Tindyswhich ended in 2012, has
made it possible to identify the type of metersnmalty available on the market
which are less vulnerable to freezing conditionanthhose usually installed. The
efficacy of devices for the protection of the mefjacket, anti-freezing value, etc.)
has also been tested within the sphere of thegiroje

Hera invests in innovation and research

In 2012, the studies concluded; they pertainechéoagreement signed in Septem
2009 between Hera, the University of Modena andgiReBmilia and the Alma Mate
Foundation in Bologna, which envisages funding @fd2248 thousand in 4 years by the
Group. Through awards, a doctorate scholarship famdling for new researc
education is promoted for the attainment of higlvele of technical-scientific
knowledge and the development of applied researdghinnvthe Department o
Engineering of Modena. In particular between 2010 &£012, the study for t
improvement of the quality and safety of the elettfr distribution networks wa
achieved and implemented; along with the study ifoproving the operation of
electrical and thermal generation plants and furmasfipation systems in waste-tQ-
energy plants.
With regard to the improvement of plant operatithg study aimed at identifying gn
innovative plant layout was completed for an elecand thermal energy generatipn
plant, combining a waste-to-energy plant with auredtgas fuelled thermoelectric pIa*t.

o7

During 2012, 12 simulations of certain thermodyrmansiycles were carried o
identifying three sizes of gas turbine available tbe market and comparing their
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results. Following this, the plant engineering latyavas identified along with the size pf

the gas turbine which more fully optimise the parfances of this innovative cycle.

With respect to the improvement of the treatmestesys for the fumes of the waste-{o-
energy plants, the study was aimed at simulatiegféime treatment process so ag to
optimise the consumption of chemical reactants tenhiin said process. During 2010,

the available techniques for reducing mercury vesraysed, along with the technigues
available for the reduction of acid gases and aehwds created for simulating thhe

performances of a dry fume treatment system. Stepe taken in 2011 to supplemgnt
the previous studies into mercury and acid gasescifically, estimates were made pn

the quantity of mercury present in the waste astudy was carried out on the imp4act
on the emissions of objects which may be presemhumicipal waste as sources [of

mercury. With regard to acid gases, steps werent&kearry out analysis on the fingal

data in the management of the Hera Group’s waséwogy plants so as to look jn
depth at the optimum technical/economic conditicelating to the two stages of dfy
reduction currently used in the plants. During 20th2 simulation model for reducirjg
acid gases was looked at in further detail forgbgrose of assessing the influenceg of
the performances of other process parameters.
Collaboration continued in 2012 with the Departmenhtindustrial Engineering at
Bologna University for the planning and supervisadithe work for creating the Energqy
Lab in Forli, which is expected to be brought ostteam in 2013.
Collaboration exists with Milan Polytechnic, refgjito a research project with the 1m

of assessing the technologies and processes foetheval of emerging contaminarjts
in water intended for human consumption. An agregme active with the sam
department of Milan Polytechnic, the University Bblogna and ENEA, for th
development of automatic management systems fdreaément plants.

The CIRI (Centro Interdipartimentale di Ricercausttiale Edilizia e Costruzioni) and
DICAM (Dipartimento di Ingegneria Civile, Ambientale dei Materiali), at Bolognp
University, via specific agreements, have givenrteepport for the study of advancgd
methods for the assessment and control of watee$oand the energy efficiency of the
networks and aqueduct plants.

During 2012, a study launched in 2011 was continuig the Department of Biolog
and Evolution at Ferrara University — Tecnopolo r@a&Acqua Tech for the
experimentation of an innovative system for theinfiestion of water based on
electrochemical techniques.
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Disputes

With regard to waste-to-energy plants, some litayaproceedings are reported.

With regard to the Ferrara plant, until the decisioo. 7892/2010 was filed, 5

complaints were pending before the Regional Adrriaive Court of Emilia-Romagna.

With the first three complaints, Hera S.p.A. hadpegled against some deeds

considered to infringe its rights; specifically:

* The Integrated Environmental Authorisation (IEA¥usd by the Province of

Ferrara in 2008, which confirmed the limiting quanbf 130,000 total metric
tons of waste which could be disposed of in thentp{avhereas in the EIA,
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142,000 metric tonnes had been allowed), alsoihgithe disposal of special
waste to 30,000 metric tons (within the aforesatdltlimit);

* The modification to the Provincial Waste Managentelain (P.P.G.R.) adopted
in April 2009, which established that, in view ofgaeater demand for the
disposal of municipal waste, the waste-to-energytplvould assign top priority
to the processing of municipal waste, still withire limit of 130,000 metric
tons, so the possibility of processing 30,000 mdtns of special waste became
merely residual and therefore of an incidental regtu

e A further IEA, issued in June 2009, as it completeémplements the
aforementioned contents of the modification toPan.

By means of the afore-mentioned sentence, the RaliAdministrative Court of
Emilia-Romagna had rejected the aforesaid claimge@ during the proceedings,
proposed by Hera S.p.A., which, deeming the detisitade by the first Judge
objectionable, appealed against it before the CobwicState, requesting that it be
changed. Since in December 2012 Hera S.p.A. oltaime updating of the IEA from
the Ferrara Provincial Authority, in compliance lwihe requests which converged in
the administrative dispute, Hera S.p.A. itself dn@ecember 2012 communicated its
waiver of the claim which, accordingly, will be di@ed as dismissed by the Council of
State.

By means of a fourth appeal, made by the WWF beafoeeEmilia Romagna Regional
Administrative Court, together with and other eowmmental associations, the
administrative court was requested to uphold tlogiest for the complete cancellation
of the IEA issued by the Ferrara Provincial Authoto Hera S.p.A.in 2007 and then
replaced by the IEA of 2008. The appeal was rejebtethe Regional Administrative
Court by means of Sentence no. 21/2010. Subseguémtl WWF challenged the first
level sentence before the Council of State and FemA. duly appeared in the
aforesaid appeal. The fixing of the pertinent hegars pending.

By means of appeal presented to the Regional Adtnative Court of Emilia-
Romagna, Herambiente S.p.A. challenged the decdditimee Ferrara Provincial Council
no. 251 dated 20 September 2011 concerning theisibecregarding the screening
procedure for the production of energy from biomassnbustion at the waste
incinerator” located in Ferrara. Herambiente presgithe Ferrara Provincial Authority
with an application for activation of the screenjrgcedure as per Regional Law no.
9/1999. Despite the fact that the environmental gatrbility study presented by
Herambiente demonstrates that the project doeshawé negative effects on the
environment (so the conditions for the IEA procesuwould not apply), the Ferrara
Provincial Authority, under resolution no. 251 dh) September 2011, established the
project be subject to IEA. The fixing of the peetimt hearing is pending.

In regard to the Rimini plant, an extraordinary ego the President of the Republic is
pending, furthered by the WWF ltalia associatiomiast the Province of Rimini and
Hera S.p.A. for the cancellation, following suspensof the resolution of the Regional
Council of Rimini no. 13, of 28 January 2009, pmitggy to the Integrated
Environmental Authorization of the waste-to-enepipnt of Coriano, deemed defective
by the counterpart who objected to the illegitimayce:

e the terms set by law for the duration of the prdosg were allegedly not

complied with;
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» the Province of Rimini allegedly allowed Hera S.p.#ithout reason, not to
treat healthcare waste in the new Line 4 and nbutl the district heating line
prescribed in the EIA;

* the IEA, as issued by the Province of Rimini, adlgly failed to specify the
limits to atmospheric emissions with reference @cheincineration line and is
also allegedly in contrast with law provisions orandatory percentages of
separate waste collection.

Hera S.p.A. submitted its own deductions in whicheguests that the application for
interim relief and the appeal be rejected due ¢ogitoundlessness and inadmissibility of
the reasons set forth. To date, the ruling haveen issued.

Furthermore, mention is made of the important dispdue to the appeal furthered
before the Emilia Romagna Regional Administrativaiff against Intercent-ER and the
Emilia-Romagna Region, by Hera S.p.A.: the call amtated enclosures were
challenged, containing the “Procedure opened fa #warding of the ordinary
management services, assessment and support foortleary and forced direct
collection of municipal taxes and dues”. Hera S.fhdlieves that the tender documents
are illegitimate, and therefore merit cancellatisimce they lack any clause concerning
the taking over, by those awarded the tender titshe dealings with the staff of the
outgoing operators in charge of the activities fmgsessing and collecting the
withdrawals which will be replaced by the TARESt® Municipalities which comply
with the agreements drawn up by INTERCENT-ER wiéldsdjudicated parties.

The proceedings before the Emilia Romagna Regi@datinistrative Court proposed

in 2011 by Hera S.p.A. vis-a-vis the Municipality @astello d’Argile, were concluded

in 2012. Vis-a-vis the Municipality, which had ammzed public procedures for the
awarding of the gas distribution service, Hera khdllenged the tender documents
deeming the procedures as not compliant with thdtemsa envisaged by current

legislation, which envisages that the awardindhefdas distribution service should take
place no longer on a municipal basis but on thasbasminimum local areas. The

Regional Administrative Court rejected Hera S.psAappeal, upholding the defence of
the Municipal Authority.
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Local Communities

Hera intends to take stock of the needs of the areahich it is operational. This
commitment is expressed through listening to amlinng the main associations, in
particular consumer and trade, in an intense &gtofidialogue on environmental issues

and numerous other initiatives involving

the ragsof awareness in schools.

In 2012, proving the transparency in the managermktite Group’s plants, more than
2,900 visitors were involved in visits to wasteetoergy plants (around 1,900 students);
this initiative joins the two consultative comméte (RAB) of citizens residing near

Hera plants.

Objectives and performance

What we said we would do...

What we have done...

Implement the regular production of reports
the use of the waste collected separately, ma
the contents more extensive along with the spl
of the external audit.

activities in schools.

« Promote additional corporate volunta
ventures throughout the local area via
“VolontariHeraPer” project.

e« Complete construction of the renewal

energies laboratory in Forli.
e Complete the tour of the Rimini waste-t
energy plant and create the tour of the Rave
sludge dehydration plant.

Give continuity to environmental education The

on In October 2012, the 3rd edition of “Trackir
kiwgste” was published. The divulgation of t
nefecument and the sphere of the external audit \
extended. (see page 188)

students involved in environmen
education initiatives rose from 41,306 in 2010
51,906 in 2012. (see page 192)

ry During 2012, an initiative was furthered in
thbe areas: food collection day in favour of {
Onlus Food Bank. (see page 90)
nle The conclusion of the work for creating t
laboratory on renewable energies was postpd
until the first half of 2013. (see page 181)
poe The tour of the Rimini waste-to-energy plg
nwas opened in March 2012 while that related to
Ravenna sludge dehydration plant was opene

April 2012. (see page 189)

g
he
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all
he
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ned
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We shall...

stakeholders in sustainability aspects aimed ah

multi stakeholder committees by the end of the year
“Gift a tree to your city” campaign: launch the sfirmunicipal replanting measures for the
achievement of the objectives in terms of compkawith the on-line bill.

Open the renewable energies laboratory in Forindu2013.

Give continuity to environmental education actegtiin schools and continue to promote visits to

plants run by the Group.

centres of the main towns and cities.

“Polo Energie Rinnovabili” project in Ferrara.

Plan and launch in two areas during 2013 a new rgavee model for the involvement of t

Carry out a communications campaign against thaddranent of waste.
Launch the “Decoro urbano” project aimed at impngvihe quality of waste collection in the histo

Define and implement disclosure and involvemenrtiatives for local communities in relation to t

Design the new Group website in 2013 and launcleitbation thereof.

gthening the protection of the area: set up tweall

ne

the

ric

ne
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Breakdown

In Hera’s service area, there are over 3 millidmalitants. The provinces in which the
company is operational host approximately 14,000 mwfit organisations.

Every year, Hera works together with approx. 86Bosts (involving approx. 52,000

students in environmental education activities)raHdevelops projects with many
associations.

Communication

Social and environmental communication

During 2012, Hera decided to invest resources adeas in environmental
communication, providing service information whiceffectively qualifies the
company’s commitment in favour of sustainabilitylgrotection of the local area.

The promotion of the tap water was focused on §ipalty. On 22 March, during the
world water day, Hera gazebos appeared in alldnares of the main towns and cities
in order to raise citizens’ awareness of the goedtres associated with the use of tap
water and the controls which ensure its qualityisWas the occasion for launching the
“Tariffe chiare come l'acqua” (Tariffs as clear amter) campaign. A leaflet was
distributed on the integrated water service tagriffsth 13,000 copies placed in the
gazebos, care of branches and via newspapers.igatkdi section was also created.
The *“Missione Recupero” (Recovery Mission) campaigras confirmed and
reproposed: Hera refuse collection vehicles coetinto circulate throughout 2012
showing illustrations and messages on the subjeseparate waste collection, “Deli
rifiuti non si butta via niente” and “Insieme faamo la differenza” (No waste with
waste and Together we make a difference). This fofmtinerant communication
encounters people during their daily lives so aset@al that waste collection is much
more successful when it becomes an asset, a ptegd everyone, thus creating a
principle of citizenship whose bases lie in thesefive commitment of those who live
in the area.

Aware of the need to qualify not only the individlgarvices provided in a sustainable
manner but also all the corporate processes, Hereched an important sustainability
campaign linked to the bill inviting its customeospass over to on-line bills so as to
reduce the use of paper and encourage the creaftioew green areas in cities and
develop the existing ones.

Environmental communication initiatives took plateoughout the area, achieved in
order to provided the local communities with theessary information on changes to
or reorganisations of the collection service, tewwiilities and separate waste collection
guides.

The third edition of the “Tracking waste” report svaublished, aimed at furthering and
supporting a correct culture for the recovery ofmipal waste. The document gave an
account of the destiny of the waste which the eitzundertakes to collect in a separate
manner, disclosing that 93% of the waste confebectitizens is sent for effective
recovery.
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The tour of the Rimini waste-to-energy plant waermgd in March 2012 while that
related to the Ravenna sludge dehydration plantopased in April 2012.

Taking part in exhibitions and trade fairs

Hera sees the trade and convention sector as ahdghere for communicating the
results and prospects of its initiatives in favotisustainability to a selected pubilic.
During 2012, the Hera Group was once again presteiiravenna 2012. Rifiuti, acqua,
energia. Economia ambientale” (“Ravenna 2012. Was#ter, energy. Environmental
economics”), displaying, in the very central Piazkel Popolo, two prototypes of
“intelligent” refuse bins for WEEE (waste from diecal and electronic appliances).
Ravenna 2012 also offered conferences, workshapsndetings and cultural events
which important Group representatives made theitrdmution to. The event concluded
with the presentation of the 2012 edition of “Trackwaste”. This was joined by the
presentation of the book “Il mestiere di trattanefiuti”, a didactic volume edited by
Hera, containing 123 pages using simple languadeaagreat deal of infographics and
photographs, with the intention of informing theniitiated” of the salient aspects of
waste management: from collection recovery, and theposal.

Once again in 2012, the Hera Group, together wittrahhbiente, took part in
Ecomondo, the prestigious Rimini trade fair covgrihe recovery of material, energy
and sustainable development.

Hera on the internet

Hera’s commitment to ensure timely and updatedrmédion on line that is in line with
the transparency expectations of the various mteatbrs continues. The information
style is customised according to the interests padicularities of the respective
stakeholders: customers, shareholders, the aremgnities, students. With a view to
innovation and on-going improvement of the usehefwebsite by the user, once again
in 2012 particular attention was paid to the Web #orld and the enhanced
implementation of new Apps for smartphones.

Among the various events in 2012, mention is madih@ development of the water
channel with the new “Tariffe chiare come l'acqu@ariffs as clear as water)section
which illustrates the mechanisms which discipline tariff systems in the water service
and which registered more than 14,000 visits andrad 8,500 visitors. At the time of
publication, in October 2012, of the 2011 editidntlee report in the quality of tap
water, “In buone acque” (In good water), an on-locieat was organised where the
general public could dialogue directly with seaaperts.

For the waste management sector, ample space weas @ separate waste collection
with the on-line “Wasteologist” via which the usmmn select the type of waste so as to
know which container to place it in or discover ttearest drop-off point. If they cannot
find the information they are looking for, citizenan report this to Hera via the web;
Hera will then take this report into account whepdating the guide. The
“Wasteologist” application has been installed byuard 30,000 individuals. As a result
of the appreciation shown for the instrument, expentation was launched in Bologna
and Modena of a new version of the App capable esmiting the user to directly
report waste abandoned along the roads or anyidiefties to the waste management
operators.

VedoHera, the four-monthly online newsletter ontawsbility had around 100,000
members in 2012, with approximately 15,000 visitd 41,500 visitors.
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Website hits

No. 2010 2011 2012
Customers section 46,417 50,361 53,802
Suppliers section 5,027 5,611 12,556
Corporate Social Responsibility Section 2,854 2,836 2,212
Investor Relations Section 2,019 1,838 2,359
Other sections 54,148 48,523 68,875
Total average monthly visits 110,465 117,690 139480
Total page views (monthly) 484,216 471,050 506,532
Total unique visits (monthly) 78,937 86,112 97,328

The success of the “Gift a tree to your city” camgpds also proven by the great flow to
the website which reported around 55,000 visitgust the first two months. The
transparency of the communication was also artied|aas in the past, by the real time
publication of the Annual Financial Statements #rel Sustainability Report in HTML
format; the latter reported around 17,000 visit@sice again in 2012, a channel of
dialogue on the 2011 Sustainability Report was edena chat. A particular effort was
made in the implementation of two new sectionspamticular that of Hera Comm
relating to the electricity and gas offers and thfdtlerambiente conceived to respond in
a targeted manner to the waste disposal needg tiusginesses.

On-line chat to discuss sustainability and tap wate

On 19 April 2012, for the second year running, adine chat was activated so as|to
present the Sustainability Report: more than 108sages from citizens in more than
two and a half hours of link. Water, waste-to-eyerglants, disclosure angd
communication of the report were the most avidgcdssed topics, with an average] of
around 40 users linked up at the same time. Remtasees of consumers’ associatiols,
economic forces and individual citizens posed daestdirectly on the SustainabiIiI:/
Report to a pool of company managers and techrsdaought togethead hoc All the
guestions and answers provided were published aadenavailable in the relatgd
section of the website.
The positive experience was repeated on 2 OctdliE2 80 as to open up discussionjon
the quality of the drinking water at the time ofbigation of the fourth editions of the
In buone acqueeport: more than 150 messages with over 100 dswesd up. The
answers were not only provided by a pool of Heracakves and technicians, but also
three outside experts, Renata Caudarella (profegsawnialised in inborn and acquirgd
metabolic diseases), Leonella Rossi (Head of Arpali&Romagna’s Lab Activities
Area), Cecilia Bergamini (Head of Arpa Emilia-Romag Water and organi
Contaminants Chemistry Area). Again in this cade,ttee questions and answers
provided were published and made available in tagemwsection of the website. The
topics which raised the most interest includedaerage parameters and the quality of
the water distributed by Hera, the state of theepipnd thdn buone acquédin good
water) report.

2012 was also the year of the restyling of the coamoations and media area in which
the new Dossier-Hera section was created, whichographically and analytically
deals with topics relating to water, smart city steaand gas. This page offers in-depth
insights and multimedia contents, leading to aro®®000 visits in 2012. The
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effectiveness of the Hera Group’s online commurocaivas emphasised once again in
2012 by the first place achieved in the Employearigiing and CSR Online Awards
ranking devised by Lundquist and the second placaineg in the
Halvarsson&Halvarsson Webranking classification.

What is Hera’s reputation on the web?

The on-line word of mouth grows and evolves eaclr.yelera’s analysis of the web
develops on blogs, forums, social networks and Woeit virtual places where the
company desires to listen to the voice of the ysengre the content is placed directly
by users themselves. In 2012, a total of 4,051spbstt referred to Hera were analyzed,
a figure on the up with respect to last year (+1@,%®ontents). The presence of
references to the Group on social networks was sigmnjificant and clearly up (56%), a
sign of the interest of the user. The number otgo8s blogs was confirmed as stable
and important, 36% of the total, a lower percentaile respect to last year by virtue of
the increase in total posts which, in fact, doubigth respect to 2011.

Presence on forums (8%) was significant, albeit enoontained. In line with the
increase in the number of posts, the visibilityHdra in 2012 rose on all channels
analysed. Growth in visibility of the Corporate egry was significant when compared
with last year; the web presence of the other anees satisfactory, among which the
quality of the service and waste management servéokpt moderate importance.
Hera’s presence in the 2.0 web is very positive@edtes a well-defined image profile:
on blogs and the social networks references to remviental sensitivity and
development strategies and growth objectives emagyeositive, along with the
drawing up of the merger deed with AcegasAps. Witlhie service quality area, the
conversation mainly concern the services providethé customers: the success of the
App for separate waste collection, the Wasteolpgistl the chat with citizens on the
guality of the water was very positive. The Netcproffer, the door-to-door collection
services, the S.PR.I.LN.T project for the reducténvaiting time at customer counters,
the measures on the water networks and on a mareralenote all the information
useful to the customers disclosed by the Groupgevedso associated with positive
opinions.

Environmental education

The Hera Group has promoted for several yearshenvarious provinces where it
operates, numerous environmental education projatterder to raise awareness in
schools on issues related to services and to takarpthe educational process, making
its business experience available.

Over the years, collaboration with schools hasterka rich store of experience and has
made it possible to reach significant goals in thirection. “La Grande Macchina del
Mondo”, the environmental education project which Group wished to achieve in the
period 2010-2011, unique and standard for theeatiea in which it operates, involved
more than 100,000 student in its two year of eriste
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Environmental education projects

No. 2010 2011 2012
Schools involved 688 752 857
Participating students 41,306 52,017 51,906
Teachers involved 1,782 2,229 3,077

The figures refer to Hera S.p.A.

The 2012 results confirm the success of past editim detail, there was an increase in
the number of schools and teachers involved ovetaé to a greater distribution of the
proposals throughout the areas which involved sgwestitutions. The slight decrease
in students is due to the drop in the number ofsda involved in the various
institutions.

The “La Grande Macchina del mondo” educational psah was particularly rich once
again for the two-year period 2011 and 2012: 24heay projects differentiated for all
the school levels (infant, primary and secondarfyfst and second level). Via “Le
avventure di Skizzo”, “A tutta energia”, “Riciclaiad and many other projects and with
the support of extensive and in-depth educatiorakrral, youngsters were able to form
an informed culture of sustainable development.

Among the 24 projects proposed on waste managematdr cycle and energy, 42% of
the requests from teachers were focused on topiaing to water analysed in almost
700 classes out of the more than 1,600 which ctieséeaching units. In second place
with regard to the hours of training requestedrtiwest, by contrast we saw projects on
the environment (30%), with creative workshops a@soseparate waste collection and
energy (28%), with many activities on renewablersesl and energy saving.

All the educational initiatives availed of the @lbration of environmental education
Cooperatives, Centres and Foundations which wotlk kgard to scientific culture and
education.

Again within the sphere of the new school projétera promoted and organized the
sixth edition of the “Science Well”. This event wasdicated to the dissemination of a
scientific culture and environmental education. Boee days, high school boys and
girls participated in educational workshops, megjnand presentations on the
environment, energy and water. Approximately 11,380dents and 734 teachers
(compared with 290 teachers in 2011) were involved5 meetings in 9 major towns
and cities of the Emilia-Romagna Region. This sssaeas evident in the quality of the
project and the level of the events that includgdrdific research entities and institutes,
scientists and researchers, which explained andnelqal on the subjects. The boys and
girls had the chance to come closer to scientifiovledge and learn about Hera’s
activities in an educational, entertaining way. Hvent was sponsored by the Emilia-
Romagna Region and has been planned for 2013 &s wel

The “kitchen of the leftovers”

“Leftover cooking” means imagination, attention ttte harmony of the ingredients
wisdom in recycling and putting together exquisitghes. This is the mission of one |of
the ventures conceived within the sphere of a na@tensive environmental project
the reduction of waste, separate waste collectamycling, not throwing anything awdy
not even in the kitchen, created in Autumn 2012H®sy Municipal Authority of Caste
Bolognese (RA) in collaboration with Hera. The ch&hdrea Visani, expert i
traditional regional cuisine, rehashed all theksiof the kitchen from a time when the
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leftovers from the main meal, Sunday’s, in facgneid over the meals for the rest of fhe
week: rediscovering that one can save to beneiit porsue and the environment with
less waste to be got rid of, is educational antucail

Media relations

Hera’s presence in the media is monitored thougtw@monthly analysis of the
quantity and the contents about it in the naticsadl local media. The articles are
weighted according to several significance criteati@h as the circulation of the print
medium, the size of the article, the position oe gage, the presence or absence of
photographs and the positive, neutral or criticalet of the article. The analysis also
contains in-depth analyses that delve into the mssues covered and the main
criticalities highlighted by the various stakehakle

Hera news items (national press review)

% 2010 2011 2012
Favourable or highly favourable 92.8% 91.3% 90.7%
articles
Neutral articles 4.8% 7.8% 6.1%
Critical or extremely critical articles 2.4% 0.9% .2%
Total articles (No.) 258 310 535

Data do not include Marche Multiservizi.

Hera news items (local press review)

% 2010 2011 2012
Favourable or highly favourable 69.7% 70.1% 69.9%
articles
Neutral articles 17.6% 18.0% 19.3%
Critical or extremely critical articles 12.7% 11.9% 10.8%
Total articles (No.) 5,540 6,296 5,885

Data do not include Marche Multiservizi.

2012 confirmed a satisfactory overall performandd wegard to Hera’s presence in the
press. From a quantitative standpoint, the slighpdn the presence in the local press
with 5,885 articles (-6.5% with respect to 2011)swaffset by a decisive rise in
visibility in the national media with 535 articlés72.6% with respect to 2011). This
was the consequence of the rising importance cdveyeHera in the public services
sector in ltaly and, specifically, the merger ti@etgon with AcegasAps which roused
vast media interest.

From an qualitative standpoint, mentions of Heraaimed positive for around 91% of
the cases in national newspapers and for aroundi7@e cases of local press.

The numerous topics which met with such positivitgluded: the activities linked to
sustainability (the publication of the buone acqueeport, the publication on the bill of
the network water quality report, the initiatives £ncouraging the changeover to the
on-line bill) and the various communications linkednnovative plant engineering (the
new plants for sludge treatment, selection of diyste and treatment of organic
municipal waste). Satisfactory results also arrifredh the articles in the national press
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both on the operating performance and on extraargitransactions (especially that
with AcegasAps). Among the negative mentions, aglsiarticle which appeared in a
national newspaper was of particular importancegesiHera was mentioned together
with other utility companies within the sphere eflection on relations between utility
companies and retail customers (households and bosihesses).

Sponsorships and donations

The relations with the local areas, the closenessesidents and respect for the
environment are the leading forces behind the spships that Hera Group chooses to
make.

During the year of the earthquake which hit Emiligra specifically wished to reserve
special attention for the initiatives which havebealedicated to this matter. The multi-
utility company therefore renewed its support fog Modena Festival of Philosophy, an
event already sponsored in the past but which fedeself to be of even greater
interest in 2012 because it included in its schedumoments for reflection of the
subject of the earthquake. Hera also committedf iséavour of the benefit event held
on 5 July in Piazza Maggiore, Bologna, during whralmerous personalities from
cultural and show biz circles performed in orderrtose funds in favour of the
populations affected by the earthquake.

Hera also supported Cineteca in Bologna once agaifirming in 2012 an absolutely
strategic partnership for maintaining a qualityterdl proposal in the Emilia Romagna
capital. Among the main events were the festivathef “The Cinema Rediscovered”
and “Under the Stars of the Cinema”, film reviewhiehh were projected in July in
Piazza Maggiore, Bologna and which this year tabaté the people of the city to the
full version ofC’era una volta in AmericaVia “Piazze di Cinema”, Hera also wished to
bring the cinema to the local square in Cesena asell. w
Within the sphere of the sponsorships which takegkhroughout the Bolognese area,
an important role is played by the widespread camemnt of the Group to allowing the
Sala Borsa library to open on Sunday.

Civilized gestures for Bologna

The third edition of the “Bologna — Civilised ane@&utiful City” Award announced 1P
winners and 6 special mentions and handed out dBicaes. The small and not 4o
small gestures of daily civility in classrooms, thee city streets, in the meetings plac
of the suburbs, in courtyards, were acknowledgedbgns of the award furthered
Hera, Il Resto del Carlino, Fondazione del Monte @entro Antartide, awarded in mjd
April at the Sala Farnese, in Palazzo d’Accursidront of an important crowd.

In collaboration with Arte Fiera, Hera supporte@ tArt White Night, during which
museums and historic palazzos in Bologna stayed apél midnight to as to permit
tourists and above all else residents to discoverediscover the most beautiful and
significant places in the city.

Moreover, in 2012 the Hera Group renewed its comeyit in favour of the Bologna
Jazz Festival, a music festival which brought saithe most important artists on the
international jazz scene to the stages of clulBabdgna, in districts of the province of
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Bologna such as Monte San Pietro, Minerbio, AnadiEmilia and Ferrara, starting
off from the piano playing of Chick Corea.

The Group then renewed its collaboration with thegBafilm Festival - International
Celebration of Lives - held in June again in Bolagthereby associating its logo with
an edition which, dealing with the end of the waridts film representations, was able
to deal with all the most sensitive and importaspexts relating to the future of the
plant and the survival of its fragile environmeralances.

Hera also supported the most important events ef Romagna artistic season
sponsoring the exhibition “Wildt - 'anima e le foe tra Michelangelo e Kilmt” at the
Musei di San Domenico in Forli and the restorabbRavennese mosaics found during
an excavation for the construction of an undergdoaoological station in which the
company is actively involved alongside the Raverim@nFoundation. Particular care
was dedicated to theatrical activities, supportgdhie Hera Group throughout the area
where it performs its services. The multi-utilityorospany also supported the
organisation of the concert held in Rimini by tlenductor Ennio Morricone, an event
which enhanced the Summer on the Riviera in faebunore than 10,000 spectators.
Hera renewed its partnership with the Ferrara Bisskestival, an international street
music review, and sponsored the rich billing ofaistModenese, an important music
and entertainment review which last for 40 days.

From the viewpoint of sporting events, thanks tdabmration with GS Emilia, Hera
continued to support the great classic competitimnEmilian bicycling: the “Coppi-
Bartali” and the “Giro dell’Emilia” races.

Hera and Ferrara Buskers Festival together for theenvironment

Between 18 and 26 August 2012, the Ferrara Budkessival, the international stre
musicians review in its 25th edition, once agaiw sae Hera Group as its m
sponsor. Hera contributed to the 9-day festivapsuiing the “Eco Festival” project:
greater “green” operation aimed at reducing tharenmental impact of the event

t

shows, made up of road bins with a capacity of [#4€s for the separate collection
paper, glass, plastic and tin cans. Furthermorerder to further an increasingly mo
sustainable consumption of water, Hera made a \hatggse available to the participarts
in the festival, which disbursed around 7,000 dited still and frizzy water free @
charge.

Sponsorship

(thousands of €) 2010 2011 2012
Recreational activities 28 74 42
Culture 1,004 1,137 911
Sport 386 437 313
Social 23 36 94
Environmental 90 170 129
Other 16 6 10
Total 1,547 1,859 1,498
of which to local communities 1,537 1,770 1,482
of which to areas not served by Hera 10 89 16
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Donations

(thousands of €) 2010 2011 2012
Recreational activities 2 1 2
Culture 33 40 31
Sport 1 0 2
Social 106 98 370
Environmental 63 3 40
Other 10 10 12
Total 215 152 456
of which to local communities 195 142 422
of which to areas not served by Hera 20 10 34

Once again in 2012, the Group renewed its colldlmravith the ANT Foundation
(National Association for the Study and Therapgalid Tumours), supported the merit
worthy initiatives of the ‘Associazione Amici di €a Insieme, in the forefront with
regard to assistance for those suffering from Alnlee and helped the ASPI
Foundation which has the purpose of providing happport and protection for
childhood. Support for the Angela Serra Foundatias also renewed, involved in
cancer research. Confirming its attention for thedimal and treatment sphere, Hera
then supported the efforts of the ANPVI Associatrdmich is involved in the protection
of the blind or those in any event partially-sighte

The multi-utility directed part of its charitablewiations to the culture sector as well.
Among the various bodies which Hera helped, mentisnmade of the Muse
Association, involved in important teaching actest and the Museo Casa Natale Enzo
Ferrari in Modena, which houses an important paithe sporting and technological
heritage of the country. Furthermore, in Bologna @Group contributed towards the
creation of a musical high school.

In 2012, in compliance with its own Code of Ethiegra did not make contributions of
any kind to any party or politician.

Support for the populations affected by the earthgake
Hera intervened in order to provide support for peulations hit by the earthquakel]in

is more, also Hera operations teams and technievarised alongside local operators|in
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networks. The technical and specific sector-relatgtls of the multi-utility compan
were thus integrated within the Civil Defence Aggacsystem for the handling t
emergency.

Hera’s support was appreciated as highlighted &y Rinovince of Modena’s Civi{
Defence Agency:

order to ensure the maximum efficacy of the emarg@perations on the water and ias

e

“The activities carried out at the provincial resewco-ordination centre set up |n
relation to the immediacy of the event was madsiplesthanks to the spirit of servi(le
for the area which distinguished the Hera operatavbo once again on this occasipn
were able to make technical and operating expegeacailable to serve the loc
communities in complex situations. The Hera statéégrated with the co-ordinatio
structures respecting roles, decisions and timescalso thanks to by-now consolidajed
collaboration with the Province of Modena’s Civilef2nce Agency, which in ifs
planning had identified Hera as head of the unithé event affected the area of
competence. The extraordinary nature and size@gtlent meant that the performarjce
of a role also for an area not directly managed d@®ve necessary, making the ¢o-
ordinated operations all the more complex.”

After the second series of tremors, it was theresgary to provide assistance to Aimpg,
the multi-utility company which manages the sersigethe area hit by the earthqugke
and which had to deal with problems of uninhab#abliildings housing the variogs
premises. Just a few hours after the request, drone hundred work stations linked pp
to the Aimag company network were available at Heza offices in Modena. Th
employees, temporarily transferred by the compargrating in Carpi and Mirandol
thus worked at the Modena premises for several nsobpéfore returning to their bade.
Acantho, the Hera Group telecommunications compéiag in conclusion als
effectively supported the populations hit by thetleguake events by activating the
wireless internet service free of charge in 5 @whés set up in Mirandola, in whi
more than 1,500 individuals were temporary lodged.

With regard to commercial activities, in May 2012rH decided to voluntarily suspepd
the payment of bills issued for all the servicesvpited to the customer who had
declared the premises where the utilities werallest as unfit, by means of declaratipn
issued by the competent authorities. On a consisbasis with the legislativ
indications, in June and July Hera applied the snsjon of the payment deadlines, for
the period between 20 May and 20 November 201 2iftsrrelating to supplies of ga
electricity and the integrated water service. AnEAEresolution dated January 203
envisaged various aid for the populations affechsd the earthquake, includi
instalments without interest over a period of 24nthe for electricity and gas and 12

months for water bills with payments terms whichvéhalready been suspended] a
reduction in the components of the gas, electriaitgt water distribution tariffs and thje

system charges, writing off of the activation, disgection, reactivation and trans
costs for connections under 6kW for the temporanysimg units and for the requests py
users whose residence is unfit for living purposes.
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Environmental provisions and compensations relatingo new

Hera plants

Expansion of the waste-to-energy plant in Ferrara
Memorandum of Understanding between the Provindeeafara, Municipality of Ferrara, North-West Disty
Hera (then Agea) of 25 June 2003
Integrated Environmental Authorization of the FearBrovince of 11 March 2008, Ref. 21823

Commissioning of only two new lines and
decommissioning of Line 1.

Monitoring of the environmental impact of the wastes Three new measuring sets were installed; air qu

to-energy plant through specific analyses of the ai
and ground and bio monitoring. In particular, heav
metals, dioxins and furans, IPA, PCB and fine dus
will be searched for in the points that are most
influenced by the emissions of the plant (defined
through a model on the basis of the meteorological
conditions of the site).

Continuous mercury monitoring system
Continuous emissions sampling system for analys
over the long term (up to 30 days) of micro polhisa
emitted (dioxins and furans)

Establishment of an RAB to facilitate communicati
between the company and the citizens residingan
area surrounding the plant.

Building of a 6 hectare wooded area

Extension of district heating to the outlying areés
Cassana, Mezzana, Porotto and Arginone, with a

h

discount of 25% on the connection price

* Line 1 was decommissioned in January 2009 and

e Completed
ss Completed

bn Completed

« Completed
* Since 2008, a total of 21 connections have beerema

the 2 new lines are operational.

monitoring was started in September 2010. Stu
were launched and concluded in 2012 regard
analysis of the soil, mutagenesis, humid depost
and biomonitoring. The details of the activitiesrev
defined by ARPA, Ausl and the Ferrara Province i
specific Environmental and Health Monitorin
Protocol, based on a technical procedure propoge
the CNR (National Research Council) of Rome, wh
handles the scientific coordination of the actasti A

proposal for the updating of the Protocol is cutlsen

being appraised by the supervisory body, for
continuation of the monitoring activities for therpd
2013-2015.
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Construction of the new waste-to-energy plant in Fdi
Assessment of the Environmental Impact of the F@elsena Province no. 323 of 2 September 2004.
Authorisation by the Province of Forli-Cesena ri20 8f 27 September 2005.
Integrated Environmental Authorization of the F@Bsena Province no. 237 of 29 April 2008 as amgnde
DGP screening procedure no. 326 of 21 July 2009

Construction of an 8 hectare wooded area, poss
along the Ronco river.

Gradual replacement over time of the type of fue]
used for the waste collection vehicles in Forlithwi
diesel or gas with a gasoil/biodiesel or methane
mixture.

Realization of a noise-reducing barrier for a
dwelling near the biological purification plant
managed by the Forli-Cesena TOS.

Planning and implementation of a district heating
network for the use of the thermal energy genera
by the combustion of waste.

Decommissioning of lines 1 and 2 and operation
line 3 only.

Construction of a monitoring detection device fon
the quality of the air around the waste-to-energy
plant in the area defined by ARPA. The device
must be transferred to ARPA in the form of a freq
of charge loan for use agreement once it is teste

Realization of two information points with the dat
of the atmospheric emissions, one at the URP of
Province of Forli-Cesena and the other at the UR
of the Municipality of Forli.
Installation of a waste conveyor belt from the pre
selection plant to the waste-to-energy plant

bty

ted

of

O

ao
the
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Construction of an auxiliary aspiration and
treatment system for polluted air aspirated from
new waste pit.

h

Completed all landscaping work for the 8 wooded
hectares, one of which was completed in 2010 and
destined to be used as a public park (compliantieend
to the Province of Forli-Cesena on 27 January 2011

A fuel mixed with bio fuel is used on the entirertle
fleet, in compliance with the law that requires
producers to use a minimum amount of bio fuel whi
for 2012 is 5%. There were 84 methane vehicles us
by the Forli-Cesena area as at 31 December 2012
methane and 8 LPG) which correspond to 28% of tH
total (there were 67 in 2011, 63 in 2010, 57 in@®B
in 2008).

The procedure of rectifying the administrative acts
(EIA) was concluded with the confirmation that the
construction of the sound absorbing barrier is not
necessary.

The first phase of construction of the TLR network
feeding plant was completed and the transfer of toes
the networks (10,008 MWh transferred in 2012) was
carried out.
Completed

Active since 2009, with continuously monitored
parameters (meteorological data, PM10 and PM2.5
NO2, CO and gaseous mercury) and with periodic
sampling (heavy metals and micro pollutants on the

PM10, ammonia, HF and HCI as gaseous pollutants).

In April 2009, a gratuitous loan for use agreenveas
signed with Arpa. Since July 2009, continuous
monitoring data has been published on the Arpa
website, which then annually prepares a report thi¢h
results of the monitoring work performed. The répor
from 2009 to 2011 are present on the website; & 2
report is pending.
Completed

In 2010, the authorisation procedures were comgplet
(DGP 77/2010) and the project was developed. Wo
started in 2011, was concluded in January 2013.

Completed

h
ed
76

=~
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Construction of new cogeneration plant in Imola
Ministry for the Environment, Protection of LanddaBea, “Environmental Compatibility” Decree no. 1Bf25
February 2006
Agreement between the Municipality of Imola, Herp.8. and Hera Imola-Faenza of 21 December 2006
Integrated Environmental Authorization of the BalagProvince of 11 April 2007, Gen. Ref. 124043

Introduction of TSP (Total Suspended Particles) a
PM10 limits of 1 mg/Nmc, sole turbogas plant in
Italy.

Pre-operational environmental monitoring with two
new detection devices meeting ARPA specification

Acoustic monitoring: pre-operational, during
construction and with the plant in operation.

Planning and development of a sustainable mobilif
pilot system for the city of Imola.

Building of a wooded area to function as a barrier
between the plant and the Zolino neighbourhood
Creating a green area of one hectare in zones to b
identified by the Municipality.

Introduction of emission limits for nitrogen oxided
carbon monoxide of 15 mg/Nmc and 10 mg/Nmc,
equal to 1/4 the legal limit.

Introduction of summer and winter water
consumption limits.

Providing incentives for the development of didtric

hat

S.

y.

Co

heating and cooling through discounts.

Average value of emissions in 2012: TSP: 0.005
mg/Nmc; PMg: 0.061 mg/Nmc

The two new measuring sets have been operatio
since May 2007; comparison of 2012 data does 1
show any effect of the operation of the plant an tf
measured data.

In 2012, three monitoring cycles were conducted
with the plant in operation; the measured noise
parameters were within the legal limits.

The planned recharging stations were installed a
the planned electric vehicles were delivered
Completed.

The area is currently being acquired by the

Municipality, subordinate to the adoption of the
Municipal Structural Plan. This provision should §
adopted during 2013.
The installed abatement systems guarantee emis

levels below the limits. The 2012 average data afe

6.723 mg/Nmc of nitrogen oxides and 2.342
mg/Nmc of carbon monoxide.

Water consumption was far lower than prescribed:

270,575 mc vs. 330,000 authorised.

Contracts for over 5,760 kW were activated in 20

nal
ot

hd

e

sion

12,

in view of discounts for over Euro 300,000.
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Expansion of the waste-to-energy plant in Rimini
Assessment of the Environmental Impact of the Rifnovince no. 259 of 28 December 2006
Province of Rimini screening no. 200 of 23 Octob@d7
Rimini Province construction authorisation no. 1393 May 2008
Integrated Environmental Authorisation of the Rininovince no. 13 of 28 January 2009

Decommissioning of the older Lines 1 and 2 and
operation of only Line 3 and the new Line 4.

Lines 3 and 4 with a catalytic system for reductibn
nitrogen oxides, with an on-going monitoring syste
for detecting mercury in the emissions.
Environmental monitoring of air, soil, and
groundwater components and biomonitoring.

Planning and implementation of a district heating
network for the use of the thermal energy generatd
by the combustion of waste.

Establishment of an information point with the datg
on the emissions into the atmosphere at the

m

d

Municipality of Coriano by 30 June 2009.

Lines 1 and 2 were decommissioned in July 2008
June 2010, the new line 4 was started; in Septem
2010, line 3 was decommissioned.

Line 4 is equipped with the systems prescribethén
design and in the authorisation.

Active since 1997 through a research contract wit
University of Bologna, Industrial Chemistry
Department. Arpa carried out monitoring before
construction of the new line 4. The results of pre-
commissioning and post-commissioning studies w
make it possible to define a plan for permanently
monitoring the area.

The executive project was presented to the Provir
of Rimini on 21 December 2009. To-date, no new
activities were carried out, since the developnient
be served by district heating has been stopped.
Completed. During 2012, in agreement with the
Municipality of Coriano, it was re-located caretlo@

In
ber

1

premises of the Municipal Library.
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Expansion of the waste-to-energy plant in Modena
Assessment of the Environmental Impact of the Maderovince no. 429 of 26 October 2004
Integrated Environmental Authorization of the Modd®rovince no. 311 of 29 June 2009

Decommissioning of the older Lines 1 and 2 and
operation of only Line 3 and the new Line 4.

Lines 3 and 4 with a catalytic system for the
reduction of nitric oxide, continual monitoring
system for mercury, continuous sampling system
for analysis over the long term (up to 30 days) of

the micro pollutants emitted (dioxins and furans)).

Environmental monitoring.

Planning and implementation of a district heating
network for the use of the thermal energy genera
by the combustion of waste.

tednd the first connections were activated. In Novemb

« Activities for the final decommissioning of linesahd 2
were started in 2011 along with the dismantlingjraf 3
in view of its revamping. The screening proceddioes
the amendment of the project for line 3 (introdoictof a
double-stage fume purification system) concluded
positively and the related IEA amendment resolutias
issued. By means of Prov. no. 321/2012, during 20&2
Provincial Authority of Modena granted an extensidn
2 years for the completion of revamping work ore 8
Systems active on the new line 4 and schedulelinir
3.

Active since 2004 It prescribes analysis campafgns
TSP, PM,, micro-polluting metals in air, soil testing an
analysis of atmospheric depositions and biomomitpri
Every six months, summary and comment reports arg
prepared on the data obtained from the monitoriagkw
performed. During 2012, the instrumentation of the
environmental monitoring networks was renewed and
replaced with technologically more evolved appasatol
as to permit the remote control of the sampling by
ARPA.

» The construction of the distribution network isigimed

2011 the cogeneration plant of the 3rd district PEas
inaugurated. The design of the entire network, il
connect to the central energy plant of the Gardetribx
was presented to the Province of Modena for the
screening procedure and in October 2012 received a
positive opinion and environmental compatibilitythé
project as well as exclusion from the procedure.EIA
» Works are nearing completion at the former Cattle

Market, an urban recovery area where remote heating
will initially be powered with a methane-fuellecetimal
plant, to be connected to the waste-to-energy pibat
later time: construction of the distribution netwdras
been concluded, the first connections have beereniad
November 2011, the co-generation plant for the 3rd

o

PEEP district was opened.

Associations and Hera membership

The Hera Group is present at the highest levelsrgdnisations that are representative
of the system of local public services (it appoithts vice-chairmen of Federultility and
Federambiente), participates actively in their dmwment and supports their
institutional communication through the systemaideticipation of its members in the
different roundtables opened with regulators byAksociations.
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The Group is also a member of AIRU (the Italianoagstion for Municipal Heating),
CIG (Italian Gas Committee), FIRE (Italian Fedeyatfor the Rational use of Energy.
It contributes to research activities regarding plblic services sector conducted by
leading institutions, both as a customer for spec#search, and participating in the
scientific debate proposed by them with contribngipublished in the record (AREL -
Research and Legislation Agency, AGICI Businessufite) and direct participation in
top level bodies (such as the IEFE board, Instititenergy and environment politics
and economics at L. Bocconi University). Hera isoal member of the ASPHI
(promotion and integration of the disabled via thie of Information and
Communication Technology) association and Imprdtttea, a business association for
the promotion of social responsibility.

Dialogue with local communities

In article 58 of its Code of Ethics, “Hera commiis giving due regard to the
suggestions deriving from the communities in whicbperates and to this end sets up
consultation, information and participatory initegs. This is particularly true for
communities located near the plants.”

The Group’s commitment is more significant in tlegritories in which it builds or
expands waste treatment or electricity productiamts. In 2012, the activity of the
RABs of Ferrara and Imola continued.

What is a RAB?

RABs (Residential Advisory Boards) are a way congmm@nd the public at large can
get together and exchange information and moniteirenmental indicators.
A RAB facilitates communication, the exchange oformation and interactionp
between a company and the citizens residing iruthan areas surrounding the plahts
belonging to the company, these being areas inhwbr/ironmental impacts or rigk

situations can easily develop, with direct repescuss on the urban environment. This
mechanism was tested for the first time in 1998hm Netherlands on the outskirts jof
Rotterdam, hosting a petrochemical complex manageshell.

The RAB at Ferrara

The first RAB (Residential Advisory Board) whichetiHera Group participated in

started up in Ferrara in 2005, in relation to tpgrading of the waste-to-energy plant
managed by Hera.

Currently, it comprises four members elected byzeits of the neighbourhoods in
question, the President of the District where thantpis located and two Hera

representatives.

The planned model has introduced many innovatieenehts in the relations between
Hera and the local community insofar as the presamd environmental impact of the
waste to energy plant. The distinctive features i@ RAB of Ferrara has created in its
role are as follows:
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« RAB members can freely access the Hera plants mafe in order to
personally check on operations and view the maioud@nts (analysis of
atmospheric emissions, waste products records etc.)

* intense data collection and documentation actwitie the first six and a half
years of its activity (from May 2005 to Decemberl2)) the RAB met
approximately 140 times, around twice a month oerage, much more often
than the 3 annual meetings envisaged by the Astmié\ssociation;

» the organisation of public meetings, involving teichans and specialists who
illustrate and discuss the issues identified. Sjeattention was paid to health
aspects linked to waste management and separate @@kection; on this last
aspect, the RAB was several times the leading pdutyng meetings in the
various areas adjacent to the plant;

e control of compliance with commitments undertakench as local offsets,
meaning the creation of a new roadway link, théudibn of district heating
(connected to the recovery of heat from waste-&rgen plants), and the
realisation of a new wooded area in the area betwlee plant and the nearby
inhabited area of Porotto: six hectares with napikaats belonging to a reference
phytoclimatic framework.

In 2012, periodic checks continued on the dataaperng to the operation and
atmospheric emissions of the waste-to-energy @aotrding to the procedure defined
by the RAB together with the Hera technical pergmasponsible for the plant, with
reporting on the waste disposed of (with indicatidrihe type and origin of the same)
and the atmospheric emissions detected (compardd the legal limits and those
established by the IEA). The reports are availabl¢he RAB site, www.rab-fe.org.

In 2012, the RAB planned several meetings for iptdeliscussions open to the general
public for the purpose of more fully disclosinganfation on the area; among the most
significant issues it tackled:

» the environmental performances of the waste-toggnglant and production;

* waste disposal at the waste-to-energy plant;

» the results of the separate waste collection irMhbaicipality of Ferrara (2011)
and development projects for 2012;

* the presentation of the “Tracking waste” projeceated by Hera and jointly
financed by the Emilia-Romagna Region, to discavieere the separated waste
collected goes;

* new Akron waste recovery and selection plant indfar

The meeting with the Province of Ferrara’s Councilfor the Environment and

Herambiente technicians was particularly significavith regard to the request by the
latter for a non-essential amendment of the IEAeainat eliminating the maximum

limit relating to the conferral of special wastatheut exceeding the total limit of 130
tons, and eliminating the limit of origin of thensa.

As a result of this project that promoted the dshiment and development of the
Ferrara RAB, in 2006 the Hera Group was awardedSthdalitas Social Award in the

category “Internal Social Responsibility Processes.

Transparency in Hera waste-to-energy plant emissian

On the Group’s website, since 2008, the averageesgabf the emissions from the
Group’s waste-to-energy plants from the previoug alad the “half-hourly average$”
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can be consulted (every half hour the on-line datapdated with the average valpe
recorded over the past 30 minutes). The data ammatically sent from the detectign

systems, operational on a 24/7 basis in all pléhis Group’s waste-to-energy plarnts
are located in the provinces of Bologna, Ferraml|if€esena, Modena, Ravenna gnd
Rimini).

As a further guarantee of transparency, Hera cosnmit
- daily or weekly reporting of the half-hour andilgaaverages to the control agengy
(ARPA);
- yearly reporting on the plant’s operations, by Afril every year, to the competeht
authorities (Provinces) and control agency (ARPA);
- if the plant is EMAS certified, the control resubre published upon formalisation jof
the “Environmental Declaration”;

- for the Ferrara plant, make periodic reports laée to RAB,;

- publishing annual data in comparison with legatablished limits and Integrats
Environmental Authorisation limits in the Group’as$ainability Report.

d

14

The RAB at Imola

Linked to the Hera cogeneration plant in Imola, R#8B is composed of 12 members: 3
representatives of Hera and 9 residents, 3 of whiehe appointed by two forums
(district boards), one by a Residents Committed,Galected on 12 April 2007 through
public elections in which over 2,700 residents dotierom its inception to the end of
2012, the RAB met publicly 47 times. The main obyjexs of the Board include the

supervision of the plant by means of analysis loth& regulations linked to the running
of the plant so as to check Hera’s accurate obeeevdt is a benchmark for the citizens
with regard to the transparency of the informatwnthe plant and its impact on the
town. The activities for monitoring the plant wdtanked in 2011 by a project, still

underway, for the study of the air quality and thRktive impact on the health of the
population of Imola, on which Hera, the Municipalithority, Arpa and the local health
authority worked together.

During 2010, the Municipal Authority of Imola wasvarded the Pimby Prize, in the
energy category, for the Hera cogeneration pldns is an acknowledgement which
rewards the local authorities which complete warkheir areas, coupling compliance
with the rules and citizens’ consensus.

Pending legal proceedings

In addition to the lawsuits involving customerspgliers and public administration
which are discussed in the relative sections af tbport, at the end of 2012 there were
another 131 pending legal proceedings involvingous issues concerning claims for
compensation connected to the management of thieeeprovided by Hera.

At the end of 2012, there were 82 criminal procegsli pending (70 against the
company and 12 taken out by the company), of wtdbhinitiated in 2012. The
proceedings against the company mainly regard oomptance with environmental
requirements or regulations, without significanindge to the environment. In 2012, 45
criminal proceedings against the company were dlos®stly with dismissal of the
charges or not-guilty verdicts, along with 5 caeésriminal proceedings brought by
the company.
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With regard to the explosion caused by a gas leak fin underground third series pipe
laid in the roadway, which occurred on 23 Decemb@d6, in San Benedetto del
Querceto, a village in Apennines near Bologna, Whiesulted in a building collapse
and the death of five people, on 14 February 2013 Bologna Court issued the
sentence for the four employees, of which two ettees from the Hera Group (one of
which no longer a Group employee in 2012).

With reference to the criminal proceedings pendiefpre the Forli Court, involving
Herambiente in its capacity as owner of the Foréisig-to-energy plant, after the
positive conclusion in July 2011 of the appeal he Supreme Court of Cassation
furthered by the Public Prosecutor related to ttechment of the plant requested since
it was deemed dangerous, the proceedings contiduedg 2012 against a number of
Herambiente executives with regard to the allegedhhical problems” concerning the
incineration plant or rather the aspects of poatngpollution and suspected
administrative violations. 27 civil parties had bght action in the proceedings, private
citizens, environmentalist associations and puBlicies. Furthermore, summons for
the civil liability of Hera S.p.A. and Herambientp.A. has been served. On 22
October 2012, Hera S.p.A. and Herambiente S.p.Ae wrcluded from the proceedings
and consequently any liability. On 6 December 20th2, Judge acquitted all those
charged with the offences respectively ascribethéosame, on the grounds that there
was no case to answer.

By means of petition brought before the Emilia Rgma Regional Administrative
Court against ATO-Bologna, ATERSIR and vis-a-vig#&.p.A. and the Ministry for
the Environment and the Protection of the Territand the Sea, Federconsumatori
Nazionale requested the cancellation, subject spension of the efficacy, of the
resolution of the ATO-Bologna no. 16 dated 22 Ddeen011 which concerned the
“Integrated water service: new regulatory period 20 2015 for the operator Hera
S.p.A. and 2012 tariff structure” and of any otlpFeordained, associated, alleged
and/or consequential act.
The main reasons for censure concerned:
» the alleged violation of the repealing referenddfaat concerning the matter of
the adequacy of the remuneration of the investpdaia
* the application, by the challenged resolution, lt¢ Regional Tariff Method
which, according to the counterpart, would not ppligable given the alleged lack
of legitimation of the Emilia-Romagna Regional Aotity with regard to its
approval;
» the arbitrary introduction, by the challenged ratoh, of the item “Financial
charges”, which is not event contemplated by thgiégtel Tariff Method.
Hera S.p.A. appeared before the court disputingtbee-mentioned reasons for censure
and, by means of Order filed on 8 June 2012 thedRabAdministrative Court rejected
the application for interim relief presented by thlaintiff. To-date, the fixing of the
pertinent hearing is pending.
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The environment and future generations

The area in which Hera is operational is hot meaeieographic entity. Above all else,
it is a primary source of social and environmemtahlth, to be respected and protected

for the future.

Accordingly, Hera is committed to responsibly manggnatural resources, improving
its results and adopting increasingly efficienthtealogies with low environmental

impact.

Objectives and performance

What we said we would do...

What we have done...

Further reduce the use of landfills as a mean
disposal for urban waste, while increasing sepa
waste collection. The objective is to reduce
share of urban waste disposed of via landf
including pre-treated waste, to 21% in 2012.
Further increase separate waste collect
reaching 52.6% in 2012.

Develop new initiatives in the areas
industrial co-generation, photovoltaic energy 3
anaerobic digestion, reaching a quantity of ene
deriving from renewable and similar sources
2012 that is equal to 74% of the electricity &
thermal energy generated.

* Begin the 1SO 14001 certification process
the activities carried out by the Large PIe
Engineering Department and the compg
Romagna Compost.

S,
od,
11.
1Ste

seof In 2012, municipal waste treated via landfil
rateluding that which had been pre-treat
themounted to 21.4%, compared to 23.1% in 2(
lIFhe quantity of waste-to-energy plant urban wa
was stable compared to 2011. (see page 254)

on,

to
b%

In 2012, separate waste collection came
51.9% compared with the 2011 figure of 50.5
ofsee page 258)

ind In 2012, the quantity of energy deriving fro
rggnewable and similar sources was equal to 72% of
ithe electricity and thermal energy generated. Two
na@naerobic digestion plants and an industrial
cogeneration plant were opened in 2012, and four
photovoltaic plants were purchased (see page
fderrore. Il segnalibro non é definito))
it Romagna Compost was granted 1ISO 14001
roertification while the certification process fdret
activities carried out by the Large Plant
Engineering Department was put back. (see page

m

Extend district heating via the full use of ene

deriving from waste-to-energy as well as the use @dmpared to 2011. Renewable Energies

33)
gy In 2012, the volume served increased by

other renewable sources and similar: increase fmject: in June 2012 the Region was presented
volume served by 5% in 2012 compared to 2Q1dijth the “screening” request for the authorisation
and continue the Renewable Energies Hub prgjéstresearch geothermal energy sources (see page

in Ferrara, aimed at further exploiting geotherm&irrore. Il segnalibro non & definito)

sources.
Continue the process of upgrading
modernising the wastewater treatment plants: fi
the work at 9 wastewater treatment plants in 2
with a potential of 748,000 inhabitant equivaler
Start adjustment works in 3 other wastews
treatment plants with a potential of 460,0
inhabitant equivalents.

The “Biodigester” project: develop and laun
2 dry anaerobic digestion plants and complete
planning of an additional plant by 2012.

“Mi muovo elettrico”

nd
ish 2012 saw the completion of the adjustment
DWidrks at 6 plants with a potential of 729,000
tshabitant equivalents; the works at the remaining
1t8r plants will conclude in 2013. 2013 will also see
Othe start of the works that were scheduled to take
place at 3 wastewater treatment plants in 2012. |(se
chage 232)
the
¢ In 2012 two anaerobic digestion plants were
opened in Rimini and Lugo (Ravenna), and the

(“Driving electric”)

final planning of the Modena plant was concludged.
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project: promoting electric mobility through thegsee pagé&rrore. Il segnalibro non é definito)
activation of additional recharge points. e« Three commercial offers relating to the
recharging of electric vehicles were drawn up| in

2012. The project was presented during European
Mobility Week (see page 207)

We shall...

« Further reduce the use of landfills as a meandspfodal for urban waste, while increasing separate
waste collection. The objective is to reduce tharstof urban waste disposed of via landfills, idahg
pre-treated waste, to 17% in 2013.

« Further increase separate waste collection, reg&fo in 2013.

» Define an energy management system and begin tioess for attaining 1ISO 50001 certification for
Hera S.p.A..
« Establish and implement a new way of collectingpwbaste involving local “recycling markets” and
not-for-profit associations in order to interceptisable materials and reduce waste.

« Carry out activities aimed at increasing the amafimhaterials taken to Collection centres.
« Extend district heating via the full use of enedgyriving from waste-to-energy as well as the us¢ of
other renewable sources and similar: increase ohene served by 4% in 2013 compared to 2012, |and
continue the Renewable Energies Hub project indfaraimed at further exploiting geothermal sources
e Complete the works and open the new waste sortarggin Ferrara and Bologna.
« Finish the sewage and purification adjustment wamk& additional urban areas for a total of 220,000
inhabitant equivalents (also through the conclusérworks at 4 wastewater treatment plants with a
potential of 28,000 inhabitant equivalents) in 2013

¢ Launch 5 of the 11 actions from the Rimini Seaw&matection Plan aimed at restructuring the city’'s
sewage and purification system. Continue the wexduin in 2012,

Environmental aspects of the activities managed biylera

The main environmental issues related to our ojerstare described in this section,
along with the results achieved thanks to the dgrebnt of the environmental
management system.
For the energy services, the main environmentakssre:
« the efficiency of the gas, electricity and disthetating distribution networks;
» the production of electricity and thermal energgnir renewable sources
(photovoltaic energy, use of landfill biogas, wasdeer treatment and digestion of
organic waste), from similar sources (cogeneraptants and turboexpanders)
and from waste-to-energy transformation.
For the water services, the main environmentakissue:
* limiting subsidence;
 the efficiency of the water network and of drinkivgter purification plants;
« the reintroduction of water into the environmentldwing collection by
sewage systems and required purification.
With regard to subsidence, Hera applies the wat@plg policy defined by local
authorities, and works toward reducing groundwatslection by using plants fed by
surface water as frequently as possible.
To limit the environmental impact of wastewatee #ewage network in coastal areas is
equipped with mechanisms regulating discharge thto sea in the event of heavy
rainfall. Tanks are also being built to collect offrwater to be transferred to treatment
plants.
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The main purification plants are equipped with adtneatment systems using bio
filters. All plants are equipped with 24-hour a dstaffing, supported by a remote-
control system, and inspections on a daily basi-®times per week, depending on the
plant size. Wastewater is controlled before beieigtroduced into the environment
according to a plan specifying the number, freqyeand type of analysis.

Main environmental issues

Use of natural
resources (input)

Production process
phases

Environmental
emissions (output)

O )

Methane gas
Odorants
Energy consumption

Groundwater
Surface water
Energy
Reagents

Energy consumption
Reagents

[ Energy services \

Distribution and sale of
methane gas
Production, distribution
and sale of electricity
District heating

Water services
Withdrawal
Treatment
Distribution
Sewage
Purification

Environmental
services

Street sweeping
Waste collection
Waste treatment

O

Network leaks
Atmospheric emissions
Waste production

Network leaks
Emissions
Sewage (treated)
Purification sludge

Emissions from plants
(combustion fumes,
biogases, odours ...)
Vehicle emissions

Energy recovered

Material recovered

With regard to waste management services, the isstiles concern:
* promoting and applying initiatives for waste pretvem and the reuse of
products;
* increasing separate waste collection and the coles¢gecovery of materials;
* reducing waste sent to landfills, consistent witlhirdpean and Italian
regulations;
* recovering energy from waste (via waste-to-energnsformation processes
and biogas recovery).
The prevention of waste limits the waste of resesirand reduces the quantity of waste
to be managed. Increased separate waste colleetidrances the efficiency of
downstream waste treatment and the recovery of rrabtend energy, as well as
reducing landfill volumes.

The applicable environmental regulations, contirslpuevolving, require that all
equipment containing substances damaging to theeotayer or greenhouse gases
undergoes review and frequent checks in order teectleany leaks. A specific
instruction which the Hera Group has implementeehiifies in detail the activities
required and the frequency of checks which are w@i@ng in order to guarantee full
compliance.
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Energy production

In 2012, the Group continued to pursue its commitnte developing renewable and
similar energy sources. More specifically, 2012 waesfirst full year of activity of the
Freight Village 4 photovoltaic plant, and also s start-up of the Bufalini (Cesena)
district heating cogenerator and the acquisitionfoafr photovoltaic plants by Hera
Energie Rinnovabili. As planned, in December 2042 hew anaerobic digesters for
separately collected organic waste became opee&dtimiRimini and Lugo (Ravenna).
The following table outlines the net electricityoduction of the Group’s plants. The
electricity net of additional production plant cangption may not match that
introduced into the grid, as part of the energydpoed may be used for other company
production processes. The following table incluties production plants managed in
service by Hera Group companies, even if they ateowned by Hera, as well as the
plants managed by third parties and fuelled bydsqgoduced at the Group’s landfills.

Net electricity produced

MWh 2010 2011 2012
Waste-to-energy plants (51% renewable) 212,040 ,2239 235,033
Combustion of landfill biogas 39,290 39,921 40,211
Combustion of landfill biogas in third party plants 41,593 52,806 48,145
Combustion of digester biogas 7,141 6,959 7,090
Combustion of wastewater purification biogas 4,230 5,431 6,828
Biomass plant 36,600 38,765
Photovoltaic energy 1,702 3,513 9,929
Hydroelectricity 361 508 198
Total renewable sources 306,357 374,956 386,198
Cogeneration 406,874 408,955 402,444
Cogeneration in service 55,996 105,082 115,115
Turboexpanders 5,971 5,854 7,101
Total similar sources 468,841 519,891 524,661
Waste-to-energy plants (49% non-renewable) 224,82237,076 237,093
Total traditional sources 224,823 237,076 237,093
Total 1,000,021 1,131,923 1,147,952

The energy produced by the biomass plant was cersidto be 50%, equal to Herambiente's
shareholding in the company that manages the plant.

The net electricity produced by the Group’s pldrds increased by 1.4% overall.

The production of energy from renewable sourcesecam 386 GWh (+3%), and

increased in the following areas:

» waste-to-energy: because the fourth line of theiRimaste-to-energy plant (opened
in October 2010) became fully operational and uweet a plant adjustment, and
because of the increase in production registeretieatorli waste-to-energy plant
(+15%);

e photovoltaic: because of the previously mentiondantp development and the
acquisition of four plants by Hera Energie Rinnairab

Finally, there was a major increase in the productif biogas by the Bologna treatment

plant following the completion of the extraordinamaintenance works.

Despite the start-up of a new plant at the Modandfill, there was a fall in the amount

of energy produced from the combustion of biogatiad-party landfills because of the
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sale of the Ravenna landfill plant and the decomsimigng of the Civitella landfill
plant. Nonetheless, a new upturn is expected if3 20lowing the installation of a new
motor at the Ravenna landfill plant and the ackbrabf two new plants (La Busca and
Modena landfill) at the end of December 2012.

The production of electricity from similar sourogent from 520 to 525 GWh thanks to
the new Cesena plant and the fact that two cogeoeralants in service became fully
operational; these effects were partially offset thg reduction in production at a
number of plants connected to the district heatietyvork.

Total net electricity produced

100%
22.5% 20.9% 20.7%
80% I
0,
60% 46.9% 45.9% 45.7%
40% I
20% 30.6% 33.2% 33.6%
0%

O Traditional sources
O Sources similar to renewable (including turboexgasd
D Renewable sources (including 51% waste-to-energy)

The amount of electricity produced from renewalvld similar sources came to 80% of
the total in 2012, in line with the figure recorded2011; the remaining electricity
produced has a high level of environmental sushglitg as it is energy recovered from
waste-to-energy transformation for the share exogéesil %.

In 2012 incentives for the production of electgcitom renewable sources through
Green Certificates are awarded to plants fuelledelmgwable sources, for which IAFR
(plants fuelled by renewable energies) qualificatie planned, and to cogeneration
plants which fuel the district heating networks. lth cases, the quantity of
incentivised electricity is not exactly equal t@ thmount of electricity produced. In the
first case, for plants brought onto stream afted720multiplication coefficients were
introduced which take into account the technolofyhe IAFR plant. For example, if
landfill biogas is used, the recognition awardedakulated by multiplying the energy
generated by 0.8. In the case of non-agriculturainbss with a short supply chain,
meanwhile, the energy is multiplied by 1.3.

For cogeneration plants, Italian Ministerial Decreé 4 August 2011 updates
Legislative Decree no. 20/2007, redefining the oegation technologies, the
calculation of cogeneration production and the grenfince of the cogeneration process
in order to qualify cogeneration. The subsequewtese of the Ministry of Economic
Development of 5 September 2011 determined a newostiregime for cogeneration:
this incentive is based on white certificates amdeicognised by the Energy Services
Manager, following recognition of the qualificatimi cogeneration, according to the
actual primary energy savings made.
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In the case of waste-derived electricity, the eperrognised for the purpose of the
incentives, and to which the above-mentioned miidagon coefficients are applied, is
limited to the biodegradable portion, as it is ¢édaesed biomass according to European
and Italian regulations. In anticipation of theideion of the most precise methods for
calculating the biodegradable part (Ministerial Becof 6 July 2012 defines the criteria
for evaluating the biodegradable part for the néawnts on a flat rate basis, but this is
still to be implemented by the Energy Services Mgng current regulations indicate
51% as the part of waste to be considered in tee o& waste-to-energy plants using
urban waste downstream from separate waste collectherefore, in the calculation of
the share of energy produced from renewable soardegire of 51% was considered
for both electricity and thermal energy producemhfrwaste-to-energy transformation in
the hypothesis of also applying the flat rate aatéo pre-existing plants whilst waiting
for the acknowledgment of the competent authorifiéss percentage was applied to all
waste disposed in waste-to-energy plants (urbanspedial waste) and for all three
years considered, in order to have consistent tefraemparison defined in accordance
with the regulations in force. The one exceptioR&enna’s waste-to-energy plant for
special waste, whose production, with a biodegriitiaboefficient of nearly zero for
treated special waste because of its origins ingtréal processes, is considered 100%
non-renewable.

Net electricity produced in the Group’s plants

MWh 2010 2011 2012
Coriano - Ravenna 32,975 57,562 73,468
Frullo Granarolo - Bologna (Frullo Energia Ambiente 145,922 149,347 139,830
Canal Bianco, Ferrara 56,893 60,519 49,129
Grigioni Forli 55,090 49,533 56,295
Strada Romea km 2.6 Ravenna 29,417 27,455 29,011
Comparto Area 2 Cavazza Modena 95,467 105,032 163,1
Special Waste Ravenna 21,099 16,846 11,277
Total waste-to-energy plants 436,863 466,294 472,12
Alfonsine landfill (Ravenna) 35 0 0
Caruso 1C landfill Modena 125 0 0
Galliera landfill (Bologna) 10,776 11,695 13,756
S. Agata Bolognese landfill - Bologna (Nuova Gepvis 10,024 10,780 8,797
Marche Multiservizi landfills 18,330 17,446 17,659
Third party plants at Hera landfills 41,593 52,806 48,145
Digestion of livestock waste and wastewater, 1,752 799 33
Spilamberto (Modena)
Anaerobic digestion, Cesena (Romagna Compost) 5,389 6,160 6,801
Anaerobic digestion, Ca Baldacci Rimini 57
Anaerobic digestion, Voltana di Lugo - Ravenna 919
Bologna wastewater treatment plant 1,486 2,167 23,64
Forli wastewater treatment plant 975 1,161 818
Savignano sul Rubicone wastewater treatment plant 774 972 1,052
(Forli-Cesena)
Cesena wastewater treatment plant 995 1,131 1,315

Total biogas from landfills, anaerobic digestiondan 92,254 105,117 102,273
wastewater treatment plants

Faenza - Ravenna (Enomondo) 36,600 38,765

Total biomass plant 36,600 38,765
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MWh 2010 2011 2012
Bologna Freight Village 1 (Hera Energie Rinnovabili 226 264 243
Bologna Freight Village 2 (Hera Energie Rinnovabili 594 1,294 1,208
Bologna Freight Village 3 (Hera Energie Rinnovabili 623 1,259 1,160
Bologna Freight Village 4 (Hera Energie Rinnovabili 450 1,190
Petriolo — Macerata (Hera Energie Rinnovabili) 410
Alfianello — Brescia (Hera Energie Rinnovabili) , 186
Copparo — Ferrara (Hera Energie Rinnovabili) 8,32
Faenza — Ravenna (Hera Energie Rinnovabili) 1,394
Mordano — Bologna (Akron) 232
Voltana di Lugo — Ravenna (Akron) 356
Ravenna Site 122 141 111
Photovoltaic with peak capacity below 50 kW 137 105 111
Total photovoltaic 1,702 3,513 9,929
Cavaticcio Bologna 0 303 0
Para 1 Verghereto - Forli-Cesena (Hera Energie 361 205 197
Rinnovabili)
Total hydroelectric 361 508 197
Casalegno Imola (Bologna) 338,284 333,534 332,372
Castelbolognese (Ravenna) 896 863 514
Ecocity Casalecchio di Reno (Bologna) 10,711 9,926 8,508
Fossolo Bologna 572 927 592
Acer Barca Bologna 24,214 22,206 10,660
Bologna Site 14,993 16,679 17,169
Monterenzio (Bologna) 238 192 160
S. Biagio Casalecchio di Reno (Bologna) 762 1,327 ,333
Ipermercato Fiera Forli cogeneration plant 661 733 0
Ippodromo Cesena 5,960 2,518 3,688
Bufalini Cesena 6,560
Aranova Ferrara 748 397 268
Giardino Modena 8,234 16,079 16,550
3rd PEEP Modena 2,764 3,674
Molino Rosso Imola (Bologna) 601 810 396
Cogeneration in service 55,996 105,082 115,115
Total Cogeneration 462,870 514,037 517,559
Bologna 3,785 3,301 2,640
Ferrara 0 0 0
Forli 2,186 499 1,785
Ravenna 0 2,054 2,677
Total turboexpanders 5,971 5,854 7,101
Total 1,000,021 1,131,923 1,147,952

The energy produced by the biomass plant was ceresidto be 50%, equal to Herambiente’s
shareholding in the company that manages the plant.

The average efficiency of the electricity and tharenergy production plants (meaning
the ratio of incoming primary energy and net outgoenergy of the plant) is around

30% for the waste-to-energy plants that power idistreating networks and 20-24% for

new waste-to-energy plants, and between 60% andf8B8%e cogeneration plants. As

regards the latter, the best performances are dedowhere there is a greater annual
heat load. The total installed electricity capaafythe Group’s plants is equal to 263
MW.

The electricity produced in 2012 by companies inclwithe Group holds investments

pertaining to Hera, came to around 939 GWh (shegeieed by Hera). The companies
involved are SET, Tirreno Power and Calenia Enengiavhich Hera has an equity

investment. SET and Calenia Energia respectivelytwo power stations in Teverola
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(Cesena) and Sparanise (Cesena); these are twansmhvdycle plants (CCGT) which

guarantee higher performances and improved envieatethcompatibility with respect

to traditional oil or coal-fuelled power stationis.2012 carbon dioxide emissions from
the two plants came to 394 g/kWh (Teverola) and @8Wh (Sparanise); nitric oxide

emissions came to 72 g/MWh and 82 g/MWh. The TorBower plant pool comprises
combined-cycle plants (70%), coal-fuelled plan®%), traditional power stations (9%)
and hydroelectric plants (2%).

Thermal energy produced

MWh 2010 2011 2012
Waste-to-energy plants (51% renewable) 45,265 ®0,3568,250
Geothermics 66,203 74,724 68,564
Biomass plant 42,341 35,855
Combustion of wastewater purification biogas 0,60
Total renewable sources 111,468 177,421 174,270
Cogeneration 175,717 173,844 172,433
Cogeneration in service 33,484 95,260 111,324
Total similar sources 209,201 269,104 283,757
Thermoelectric power stations 251,420 205,556 2481,3
Waste-to-energy plants (49% non-renewable) 43,4907,988 65,574
Total traditional sources 294,910 263,545 309,949
Total 615,579 710,070 767,976

The energy produced by the biomass plant was cersidto be 50%, equal to Herambiente's
shareholding in the company that manages the plant.

There was an 8% increase in the amount of thermagg produced in the last year
following the development of district heating ame fact that two cogeneration plants
in service became fully operational. More specijcahermal energy production began
at the Bufalini power station in Cesena, which Wwélused to serve the hospital site.

An Energy House to serve the Hospital and city of €ena

On 8 March 2012 the Bufalini Hospital Energy Howsas inaugurated, a plant that
supplies thermal energy (in the form of hot watefrigerated water and steam) to
entire hospital site in the name of environmentstainability. It supplies over 15 M
of thermal power overall and the cost of the proame to around Euro 6 millio
entirely funded by Hera. The activation of the KyerHouse, thanks to the
concentration of the hot water and steam produci@tem at a single technology sife,
has enabled the Ausl of Cesena to save Euro 1lieménd to reduce its overall anndal
spending by around Euro 90,000.

The amount of thermal energy generated from renkewaid similar sources increased
by 3% in 2012 compared to 2011. Meanwhile, the arhaf heat produced from
renewable sources fell by 2% compared with 201 hbse of the increased production
levels at supplementary thermoelectric plants ptagment of cogeneration production
in Bologna.

As a result of the above, the amount of thermargneroduced from renewable and
similar sources fell from 63% in 2011 to 60% in 201
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Total thermal energy produced
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Thermal energy produced in the Group’s plants

MWh 2010 2011 2012
Bologna (Frullo Energia Ambiente) 36,148 42,241 238,
Ferrara 52,607 73,210 77,583
Forli 2,894 10,008
Total waste-to-energy plants 88,755 118,345 133,824
Faenza - Ravenna (Enomondo) 42,341 35,855
Total biomass plant 42,341 35,855
Ferrara geothermics 66,203 74,724 68,564
Total geothermics 66,203 74,724 68,564
Casalegno Imola — Bologna 106,990 99,607 103,946
Castelbolognese - Ravenna 1,190 1,062 654
Ecocity Casalecchio di Reno - Bologna 10,653 9,399 8,431
Fossolo Bologna 655 1,400 900
Acer Barca Bologna 28,938 30,653  16x,197
Bologna Site 8,832 8,748 9,410
Monterenzio - Bologna 468 300 191
S. Biagio Casalecchio di Reno - Bologna 613 1,347 ,448
Ipermercato Fiera Forli 932 895 0
Ippodromo Cesena 7,577 3,178 4,524
Bufalini Cesena 8,964
Aranova Ferrara 1,094 495 244
Giardino Modena 6,925 14,103 14,003
3rd PEEP Modena 1,584 3,030
Molino Rosso Imola - Bologna 850 1,073 492
Cogeneration in service 33,484 95,260 111,324
Total cogeneration 209,201 269,104 283,758
Thermoelectric powers stations Bologna 122,584 286, 118,377
Thermoelectric power stations Ferrara 69,581 31,2343,769
Thermoelectric power stations Forli-Cesena 16,4440,2% 35,882
Thermoelectric power stations Imola-Faenza 6,761 ,76@ 22,817
Thermoelectric power stations Modena 31,491  22,58419,096
Thermoelectric power stations Ravenna 4,559 4,391 ,434
Total thermoelectric power stations 251,420 205,55844,375
Total 615,579 710,070 767,976

The energy produced by the biomass plant was cersidto be 50%, equal to Herambiente's
shareholding in the company that manages the plant.
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Total energy produced
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The share of total energy produced from renewaiskesamilar sources fell slightly in

the last year, from 72.8% to 71.5%. An addition8dslof the total energy produced in
any case has a high level of environmental sudidityaas it is energy recovered from
waste-to-energy transformation for the share exogéesil %.

Total energy produced (2012)

Therma
powerplants
12.8%

Plant and
biomass
3.9%
Geothermic

S

turboexpans \
Pho voHal o

ca Biogas.6%
hydroelestt combustion
c 5.4%

0.5%

Hera and renewable sources

In 2012 the Hera Group confirmed its commitmenthe production of energy from
renewable sources and with low environmental impattich once again this year
represented over 70% of the Group’s total produactio

This commitment relates to all of the Group’s bass segments, beginning with Hera
Energie Rinnovabili, the company launched in 2008 & specific focus on so-called
“pure renewables”. Then there is Herambiente, theuf® company active in waste
treatment, disposal and energy exploitation, antaF&ep.A., which applies the same
principles of maximising energy efficiency and segko reduce environmental impact
in gas distribution, district heating and watengass.

As regards new developments, in 2012 four photaimftlants of an overall capacity of
4 MW were purchased in the provinces of Bresciaidfa, Macerata and Ravenna. This
capacity is joined by the plants installed at Bolad-reight Village (3.2 MW), at the
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Mordano (Bologna) and Modena plants managed by mK&29 kW), and at the
Ravenna and Cesena sites of a total capacity okW\205till in the photovoltaic sector,
Hera Energie Rinnovabili has a 33% shareholdinthexcompany Ghirlandina Solare,
owner of a 1 MW photovoltaic plant in Marzaglia (tena) on land belonging to the
Municipality of Modena. As well as its photovoltgitants, Hera Energie Rinnovabili
owns a 143 kW hydroelectric plant in the Municipabf Verghereto (Forli-Cesena).

As for Herambiente, in December 2012 the two biesligrs at Ca Baldacci (Rimini)
and Voltana di Lugo (Ravenna) became operatioaah evith a capacity of 1 MW. In
addition, the biogas exploitation plants at 11 fdisdare still active, as are the two
anaerobic digestion plants powered by biomasses laaolijuids in Cesena and
Spilamberto (Modena) and the biomass plant manegEdenza by Enomondo.

Parent company Hera S.p.A. manages the plant tblécts hot water from a
geothermal source to power the district heatingwoskt of Ferrara, and three
turboexpanders, in Bologna, Forli, and Ravennd, ghaduce electricity by exploiting
gas pressure differentials. Also connected to mhegrated water system are the plants
for recovering energy from purification sludge @8s) in Bologna, Cesena, Forli and
Savignano sul Rubicone (Forli-Cesena).

Of the plants that generate low environmental irhpanergy, i.e. those with
performance coefficients of over 80%, we highlighe 80 MW cogeneration plant in
Imola, which is joined by various other smaller engration and trigeneration plants,
for an additional total installed capacity of 28 MW

District heating

District heating is a service involving the salehafat for customer home heating and
domestic hot water. It is an alternative system ttaditional autonomous or
condominium-based boilers which makes it possibledncentrate the production of
heat in central installations, which are more effit and better controlled than home
boilers. From these installations, the heat, in fimen of hot water, is brought to
customer homes through a distribution network caseprof insulated piping. The heat
then fuels the domestic heating system via nordpol heat exchangers.

Customers have the advantage of increased safdtjoamr running and maintenance
costs (no domestic boiler), while maintaining theetlom to independently regulate the
temperature of the home.

For cities, district heating provides a solutionatio pollution problems by replacing
home boilers, which are sometimes still fuelledwgias-oil or fuel oil, and allowing
heat generation from high-efficiency production noels, renewable energies, or energy
recovered from other production processes.

Continuing in our policy of substituting fossil fsewith renewable energies or fuels
from recovery, it was possible to obtain significanergy-environmental improvements
in the Group’s district heating plants.
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Environmental advantages of district heating

2010 2011 2012
Primary energy saved (toe) 29,464 29,352 34,827
Nitric oxide avoided (t) 333.5 336.4 350.1
Carbon dioxide avoided (t) 156,341 154,023 168,767
Sulphur oxide avoided (t) 317.7 307.4 317.8

Calculated as the difference between a traditiepsiem (existing boiler parks comprising 65% me¢han
powered boilers and 35% diesel boilers with an ayerseasonal yield of 75% (source: Comitato
Termotecnico Italiano, 2009), and the nationalteigity grid) and Hera'’s district heating systenos the
quantity of energy (thermal and electric) produbgdera.

In 2012 the plants managed by Hera recorded priraaeygy savings of 34,827 tonnes

of oil equivalent, an increase of 19% comparech&davings in 2011, equal to a fall of
around 5,500 toe.

Sources used for district heating (2005-2012)
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As for the sources used for district heating, teecentage of thermal energy produced
with gas boilers has fallen from 58% in 2005 to 3B%2012. Compared with 2011
there has been a fall in the use of geothermalcesuand an increase in the use of
thermoelectric power stations following problemshaa geothermal well in Ferrara and
the fall in cogeneration production, which has besplaced by the production of heat
from heater boilers, particularly at the Cogen Bastant in Bologna.

An award for the environmental performance of distict heating in Ferrara

Efficient use of resources, low G@missions, and a use of renewable energy |that
coincides with European goals: these were the tlréeria evaluated in the EU-
financed “Ecoheat4cities” project which saw ther&ex district heating system awarded
the prestigious European certification issued byl&twel, the European brand that
acknowledges the best environmental performanegsfying their reduced impact on
the environment. The amount of renewable energy byethe Ferrara district heatinjg
system amounts to 78%, in comparison with a naktiobgective of 17%, while C®
emissions came to 69 kg for every thermal MWh peoedy a particularly relevart
figure if compared with the 222 MWh emitted by gukar methane-powered boiler.
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Sources used for district heating (2012)
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District heating data

2010 2011 2012

Thermal energy sold (MWh) 534,808 499,350 530,326
Volumes served (thousand ofym 17,775 18,803 19,386
Housing unit equivalents served (no.) 74,064 78,34B0,744

Housing unit equivalents served were calculatetherbasis of an average apartment volume of 240 m

The amount of thermal energy sold rose by 6.2%|yplaecause of seasonal effects and
partly because of the 3% increase in the volumasgdeThe most significant increases
took place in Cesena, Ferrara and Imola. In 20&3tmpany will continue to strive for
improvements, prioritising the development of dcstheating with increasing quantities
of renewable and similar sources, with specifierefice to the development projects in
Forli and the process of authorising the Renewighkrgies Hub project in Ferrara.

219



Housing unit equivalents served per territory (2012

Cogeneration for district heating

The term cogeneration indicates the combined prtomiu®f electricity and thermal
energy starting from a single source, whether fdssl or renewable, implemented in a
single integrated system. This takes place in spdoermoelectric plants which recover
the heat from the exhaust fumes produced by amengielled by any type of fuel:
significant energy savings are therefore achieweggbroximately 40%) compared with
the separate generation of electricity and theenalgy. The Hera Group cogeneration
plants, thanks to the connection with district heptnetworks, also contribute to
improving the quality of air in the urban centres which they are located: their
construction resulted in the closing of numerousotdte boilers, and allowed the local
authorities to develop new residential developmdetturing a modern and more
efficient system for heating and supplying hot watethe buildings. Through district
heating, the production of heat is centralised lem{z which are more efficient and
better controlled than home boilers: controls aoatiouous, both in terms of the
combustion processes and atmospheric emissions.

The Group manages 14 co-generation plants, falahitstalled capacity of 113 MW.
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Cogeneration plants for district heating

Nominal - Thermal
installed Net delectélcny energy
Plant Location electric produced per produced per
plant in 2012 )
power (MWh) plant in 2012
(MW) (MWh)
Casalegno Imola (Bologna) 84.5 332,372 103,946
Cogen Barca Bologna 6.3 10,660 16,197
Site Bologna 4.8 17,169 9,410
Ecocity Casalecchio di Reno 4.0 8,508 8,431
(Bologna)
Quartiere Giardino Modena 3.6 16,550 14,001
Fossolo Bologna 2.1 592 900
Bufalini Cesena 1.9 6,560 8,964
Ippodromo Cesena 1.7 3,688 4,524
3rd PEEP Modena 1.1 3,674 3,030
5 other minor plants Bologna and Forli-Cesena 2.8 408 2,786
Total 113.0 402,177 172,189

Industrial cogeneration

The Hera Group operates in the industrial cogelmgragector proposing multi-year
energy supply contracts through the developmentraadagement of electricity and
thermal energy production plants dedicated to mgeéll the energy needs of top
customers.

The main product sectors in which the energy sersc particularly effective are
plastics, food, pharmaceuticals, ceramics and {scgée tertiary services such as
museums, shopping centres, spas and condominiums.

With cogeneration and trigeneration (productioreletctricity and thermal energy at the
same plant plus cooling services) primary energgaged with respect to traditional
consumption, emissions are reduced, energy eftigienincreased and supply costs are
reduced.

The Group’s “Energy Service” sees Hera Comm suplplgnergy carriers, reducing the
financial and operational burden on the customertelms of the customer’'s energy
requirements, Hera Comm identifies the charactesisbf the technology plant,
manages the preparation of all authorisation dootsneind manages and directs the
plant.

At the end of 2012, 15 plants were operational, @nghich activated in 2012 (Orogel).
At the end of 2012 another plant was in the proceksseing developed. The
environmental benefits produced in 2012 can be tifiethas lower emissions of GO
(to the tune of 25,000 metric tons) and primaryrgnpesavings (10,700 toe). Through
“Energy Service” contracts, Hera Comm has guaranitseend customers savings of
10-15% as a consequence of the energy balancehansimultaneous use of energy
carriers by customers.
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Cogeneration plants managed in service

Nominal - Thermal
installed Net delectélcny energy
Plant Location electric produced per produced per
plant in 2012 )
power (MWh) plant in 2012
(MW) (MWh)
Safta Piacenza 7.3 34,177 18,223
Ceramiche CCV Castelvetro (Modena) 4.3 22,053 48,88
Orogel Cesena 4.0 - -
Cerindustries Castelbolognese (Ravenna) 3.6 15,027 8,178
Granarolo Granarolo (Bologna) 2.4 14,471 8,044
Magema S.Zaccaria (Ravenna) 2.0 10,122 8,763
Covalpa Celano (L'Aquila) 1.6 5,915 4,611
Centroplast Meldola (Forli-Cesena) 1.2 5,235 2,859
Cafar Gatteo (Forli-Cesena) 0.8 4,913 3,556
Fox Bompani Ostellato (Ferrara) 0.7 1,422 814
Aldini Bologna 0.6 447 5,941
Palazzo Pepoli Bologna 0.4 169 186
Le fonti di Matilde Reggio Emilia 0.2 0 0
Filomarket Imola (Bologna) 0.2 419 456
Terme di Riolo Riolo Terme (Ravenna) 0.1 746 811
Total 29.4 115,116 111,325

Energy consumption

Hera’s energy consumption reflects the multi-bussneature of the Group (energy,
water, environment, and other services such asqligthting and telecommunications).
The balanced portfolio of activities creates syrergthat increase productivity in

multiple sectors while limiting energy consumptidfera manages cogeneration plants

for district heating with the aim of producing th&al energy and electricity to sell to its
clients, and cogeneration plants that are maingygthed to satisfy internal consumption

requirements. It also manages waste-to-energy pldwatt meet waste disposal needs
while achieving significant energy recovery, turkpanders that evaluate pressure
differentials in the natural gas distribution stasg in the local managed networks, and

the recovery of low enthalpy geothermic heat atdfstrict heating plant in Ferrara.
Implementing measures on its own production systemasat end customer sites in the
communities it serves wherever possible, Hera msrsu policy aimed at increasing

energy efficiency in all of its activities.
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Primary energy consumption by type

thousands of GJ 2010 2011 2012
Methane for production 6,644 6,116 6,743
Waste-to-energy treatment 8,411 8,601 8,741

Total energy consumed in electricity or thermal

; 15,055 14,717 15,484
energy production plants

Electricity excluding public lighting 1,570 1,626 ,658
Electricity for public lighting 589 540 476
Methane for heating of premises 133 105 102
Fuel for vehicles 383 366 379

Total energy consu.m.ed for uses other than the 2675 2637 2614
production of electricity or thermal energy

Total 17,730 17,354 18,098

Data have been calculated using the conversiordatds defined by the GRI G3 guidelines. The data
refer to energy consumption by Hera SpA, Uniflottéerambiente, FEA, Hera Luce and Marche
Multiservizi.

In 2012 there was an increase in consumption ngldt energy production, including

the waste-to-energy component (+5%), and a redudmothe remaining areas of

consumption. Excluding energy spending for produrctireasons, other types of
consumption fell by 1% overall compared to 2011 ayd2% compared with 2010.

These results underline the effects of a policysokamlining the use of energy
resources. Electricity for public lighting fell 2% because of the termination of the
service in the municipality of Bologna on 30 Jul®@d 2 and the energy saving initiatives
activated.

Energy saving initiatives

In 2012 Hera confirmed its standing as Italy’s tfhugnergy efficiency operator in terms

of White certificate objectives. The energy savingtatives promoted by the Group

continue and gain strength, in two main areas:

» the development of collaborations with various pars to whom Hera has made its
know-how available to identify and plan energy opsation measures specifically
concerning the industrial sector. These are aintedbgining incentives (White
Certificates) through the recovery of significardrppns of thermal energy from
processes or the use of renewable sources. ThNstyatias seen an increase in the
number of projects approved by the Electricity &a$ Authority;

» development of new interventions at the Group’sidigs and plants aimed at
streamlining the end use of energy with the codstilbn of the initiatives identified
particularly in the water cycle and district hegtsector.

The main measures implemented in 2012 were:

» the improved efficiency of public lighting systentisrough the replacement of
incandescent traffic lights with LED technology,daabove all the use of remote
management and the introduction of sodium vapoup$aand high efficiency power
supplies;

« the efficiency upgrading of electric motor contralgh inverters and the installation
of new electric motors with class 1 efficiency.
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White Certificate objectives

Toe 2010 2011 2012
Gas distribution 147,896 161,640 182,313
Electricity distribution 19,946 27,209 32,862
Total 167,842 188,849 215,175

The Italian Ministerial Decrees dated 20 July 2@@4, for the five-year period 2005-
2009, annual national objectives for energy efficierelating to the end uses of energy
by electricity and gas distributors with more tHE)0,000 end customers connected to
their networks at 31 December 2001. Italian MimisieDecree of 21 December 2007
extended the obligations sanctioned by the Whitdifidates mechanism until 2012,
broadening the panorama of entities obliged to dgntp include distributors of
electricity and gas with at least 50,000 end custsnaonnected to their networks at 31
December two years before the year of obligatioeraHs.p.A. is an obligee as both a
gas distributor and distributor of electricity.

The Group’s production of White Certificates hassped, in the last three years, pre-
established objectives through operations for egidl customers and on proprietary
plants, or through operations commissioned by itfgscustomers and carried out at
their premises. The Group also promotes operatansed out by third parties with
agreements that involve the splitting of the ecoigcooontribution deriving from the
certificates and, finally, procures the unavailaipleta of certificates from the market.
The energy saving measures implemented includedpamnation at the S.E.l. sand
mining and drying plant in Bondeno (Ferrara). Tiperation involved both the energy
production cycle and the heat usage phase in tduption process. Together, these
measures made it possible to register additionatggnsavings of over 800 White
Certificates in 2012. Another interesting receneragion took place at a steelworks in
the province of Varese. Thanks to the heat recoegrgxhaust emissions from the
ovens and the optimisation of the regulation of bastion, it is estimated that there
was a 9% reduction in total gas consumption, theivetent of around 500 White
Certificates a year. In 2012 Hera presented oveergrgy efficiency projects to the
Italian Authority for Electricity and Natural Ga3hese projects alone are able to
produce over 150,000 White Certificates during tiseful life of the operation (5
years), the equivalent of the same number of t@eldtional savings.

In 2013 Hera will further strengthen its role inetipromotion of energy efficiency
through the development of memoranda of understgndith third-party companies
aimed at facilitating the attainment of incentivieough White Certificates.

Public lighting system

Hera Luce is the number two operator in ltaly irstarea. It manages 297,418 light
points (+0.4% compared to 2011, following the asdigin of the service in a
municipality in the province of Parma) and ensuhesefficiency of the public lighting
service in 59 municipalities in the provinces ofl@ma, Ferrara, Florence, Forli-
Cesena, Modena, Ravenna, Perugia, Piacenza, MidnRamini; for 26 of these
municipalities, it also manages traffic light inkfons. Energy saving light bulbs (i.e.
not mercury-vapour lamps which, according to theergm qualification system
developed by Hera Luce on the basis of the Minintimmironmental Criteria, belong to
class G) are used at 87% of the light points mathaghile at 57% of the light points
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there are management systems in place to optirarsgumption (reduction of intensity,
partial switching off etc.).

Hera Luce also manages 7,570 traffic lights. Inesndnt traffic lights have been
replaced with LED lights in the municipalities ofddena, Ferrara and San Donato
Milanese, generating savings of 233 toe a year. faoed with incandescent lights,
LED lights produce electricity savings of 75% aadtlfor up to 25 times longer.

Managed light points and traffic lights

no. 2010 2011 2012
Light points 338,037 296,165 297,418
of which energy saving (%) 81% 86% 87%
of which with management systems
for optimising consumption 50% 54% 57%

(reduction of intensity, partial
switching off etc.)

Traffic lights 10,649 7,373 7,570

of which LED (%) 23% 54% 69%

Hera Luce adopts a development model that integrateironmental issues with the
typical competitive drivers of the sector providitg services to local authorities for the
identification of sustainable solutions in both eomic and environmental terms. In this
area it has developed an energy classificatioresygor public lighting devices and
systems that fulfils the requisites defined in td&aimum Environmental Criteria
(Criteri Ambientali Minimi)adopted by the Ministry for the Environment with MiD

22 February 2011 in favour of contracting authestihat wish to classify their purchase
or contracting-out of public lighting as sustairablThe MEC, defined for each single
lighting device and for the entire lighting systemwere simplified by Hera through
recourse to the consolidated practice of energgilialg (electronic, real estate, ...). The
documents developed provide a useful frame of eefe thanks to the assignment of an
energy class to the solution being examined orb#ses of reference parameters taken
from the best practices currently on the market.

The Hera Luce system is completed with the apptoabf the TCO (Total cost
ownership, adopted at European level in the documEuP Product Cases Report,
2005, European Commission) evaluation methodolagydétermine the optimum
technology in terms of economics and energy peréoice.

The energy efficiency measures will involve:

» the replacement of largely inefficient devices wilgxt generation lighting systems
(through cost/benefit evaluation and TCO analysis);

» the installation and experimentation with luminodisix regulation systems
(centralised or point-to-point);

e experimentation with remote control managementfqiaits, necessary for value
added services;

» the replacement of incandescent traffic lights WD lamps.
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Production and distribution of water

The Hera Group’s water supply sources comprise ngndend water, surface water

and, to a lesser extent, springs. In Romagna #igldited water is purchased wholesale
from Romagna Acque — Societa delle Fonti, which agas the water production plants
and the adduction networks in the provinces ofiKodsena, Ravenna and Rimini. The
only exception is a group of small Apennine spriimgshe provinces of Forli-Cesena

and Rimini.

The purification processes vary in complexity deppeg on the quality of the source

water: processes include chemical and physicalrvelitee, usually adopted for surface

water, as well as simpler filtration and disinfectitreatments (in some cases, only
disinfection) applied to water coming from deep I&vend springs that is already of a
good quality when collected.

The treatments carried out guarantee that thellistd product has suitable chemical
physical and microbiological features for humanstonption, in constant observance
of the limits laid down by current legislation.

Water introduced onto the network (breakdown by souce)

2010 2011 2012
thousands % thousands % thousands %
of m® of m® of m®
Groundwater 135,806 39.8% 147,917 42.9% 150,030 29%3.
Surface water 178,414 52.2% 171,487 49.8% 175,4980.5%
Springs and minor sources 27,259 8.0% 25,069 7.3% 1,892 6.3%
Total 341,479 100.0% 344,473 100.0% 347,421 100.0%

Figures include both the civil and industrial aquets (the latter being part of the Territorial Catérg
Structures of Forli-Cesena, Imola-Faenza, ModedaRavenna and comprising around 3% of the total).

The data show a slight increase in the total volom&ater introduced into the network
(ust under 1% compared to 2011). The most pronedinacreases are in Ferrara
(+5.7%) and Ravenna (+2.2%).

Considering just the civil agueduct, the wateradtrced onto the network in the civil
aqueducts managed by the Group (excluding March#iddwizi) in 2012 was the
same as in 2008: 305.4 million*rim 2012 compared with 305.5 million®in 2008, a
year in which there was a 1.5% reduction (on a-fidtdike basis) compared with the
previous year (equivalent to around 4 milliof)m
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Water introduced onto the network in the civil aquealuct (millions of cubic metres)
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Data do not include Marche Multiservizi.

The distribution network (including Marche Multiseri) extends for over 31,000
kilometres and, where possible, is interconnected knked in order to guarantee
supply continuity also in cases of temporary serunterruptions regarding one or more

pipes.

Water network components

% 2010 2011 2012
Plastic 53.5% 53.8% 54.2%
Asbestos-cement 21.6% 21.3% 21.1%
Steel 17.3% 17.1% 17.0%
Cast iron 6.6% 6.6% 6.7%
Other materials 1.1% 1.1% 1.0%
Total 100.0% 100.0% 100.0%

The composition of the water network in terms oftenial components shows a slight
decrease in asbestos cement because of the usiéecérd materials in the networks
subject to extraordinary maintenance and in the metworks.

What is meant by non-invoiced water

The percentage of non-invoiced water compared temmatroduced onto the network js
related to physical or real losses (due to breakdigées or hydraulic equipment, etg.)
or procedural or apparent losses (meter errorsprerin estimated presumed
consumption as at 31 December, unrecorded inteoreumption, illicit consumption].
The latter losses result in water which is effeslyndelivered to the final customer but
is not recorded or billed.

Until 2006, network losses were calculated as ifferdnce between water introduced
into the water system during the year and the watmounted for as supplied to
customers during the same period: the latter figuas estimated at 31 December of
each year based on customers’ historical consump®it is not possible to carry out a
single reading of all meters as at 31 Decembers &siimate was then supplemented so
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as to take into account the correct charge of théemwsold to customers as at 31
December in the previous year calculated aftereading of all the meters.

On the one hand, this calculation method permitedfect consistency with the
revenues recorded in the statutory financial stateémfor each year, but on the other it
was the result of a misalignment between the figal&ting to the billed water and that
introduced into the system each year.

Since 2007 the figure of the networks losses ha&s lalculated in a more accurate
manner allocating the adjustments deriving fromrtteter reading in the pertinent year
and thereby guaranteeing perfect comparability betwwater sold and the related
amounts introduced into the system each year.ds gathout saying that it is possible
to calculate the final figure for the year usingsthew approach only around 4-6 months
after the close of the financial statements, aradtl the meters have been read. For this
reason the table below does not include the pravaifigures for 2012.

Non-invoiced water (physical and administrative loses from the domestic water
system)

% 2006 2007 2008 2009 2010 2011

Percentage of non-invoiced 5 4o, 55305 2500  258%  26.7%  26.0%
water (Hera Group)

Percentage of non-invoiced
water (Hera Group
excluding Marche
Multiservizi)

25.4% 25.3% 25.0% 24.8% 25.8% 25.2%

The figures show that the network losses for 20Etew?26.0% compared with the

national average that same year of 32% (Legambiégtesistema Urbano 2012).

The table above shows the figure for non-invoicedew excluding the area served by
Marche Multiservizi, for which a significant incrgain the amount of water introduced
into the network was recorded in 2009; this inceeass influenced by the installation
of new meters at the sources, which produced morerate figures compared with the
previous year.

The figure of non-invoiced water per kilometre etwork is also reported, as it is better
representative of the effectiveness and efficienicthe distribution system, as well as
easier to use when making comparisons with othenpemies. In 2011, excluding

Marche Multiservizi, non-invoiced water came to¥ @ibic metres per kilometre a day
(including Marche Multiservizi this figure rises 7071), with a reduction of 7.7% in the

last five years.
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Non-invoiced water per kilometre of network managedm?km/day)
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Data do not include Marche Multiservizi.

In 2011 an applied research project was launchéd twe aim of fine-tuning the water
leak measurement and appraisal systems in the wateice networks managed by
Hera and testing the application of the methodeledor the evaluation and control of
water leaks proposed by the International Watepgission (IWA).

This activity is carried out with the support ofetlnterdepartmental Centre for
Industrial Building Research and Constructions i(FllDynamics for Energy and

Environmental Applications department) of the Unsiy of Bologna.

The IWA methodology for estimating the concise Bgd indicators is currently being
applied. More specifically, three districts of Bgt@a (north, south and west districts)
were chosen for the first application of the mettlody. If the conclusions are positive,
the possibility of applying this methodology, aasé for the principal water systems
managed by the Group, will be evaluated.

Non-invoiced water in the main Italian utility companies

This table compares the main Italian utility comigann terms of non-invoiced water
by kilometre of network in 2011. The longer thewatk managed, the more difficult jt
is to control physical losses. Therefore, to corapdifferent companies, the netwark
length should be taken into consideration. Thawkgst contained losses and the vpst
network it manages, Hera came first among the ¢ampanies in the study (7.83 cullic
metres per kilometre per day).
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Water consumption

In 2012, 2.7 million cubic metres of water was aoned at Hera plants and sites,
around 10% less than the 3 milliorf tonsumed in 2011. The biggest consumers were
the waste disposal plants (2.1 million cubic metaswhich 1.1 million in waste-to-
energy plants) and the cogeneration plants (43900 metres, of which 333,000 at
the Imola plant). 154,000 cubic metres was consuméuk offices.

In EMAS-certified plants, water consumption camé. @ million cubic metres. In some
plants, part of this water is reused within theduaiion cycle. In 2012, reused water
accounted for around 33% of total water consumed.

Dry fume purification has been adopted in the Gloupaste-to-energy plants, which
reduces water consumption as compared to plantsy usioist fume purification
systems. For the Modena plant, for example, withdtart up of the fourth line, water
consumption dropped from 176,000 to 32,000 cubitreseln the new waste-to-energy
plants, water consumption is mainly due to dilutamgmonia solution used in the nitric
oxide abatement plants, the boiler drains, cooBagplers and putting out burning
waste. Wastewater is treated in chemical-physilzadtp located, in almost all cases, in
the vicinity of the waste-to-energy plant.

In the cogeneration plant in Imola, water consumpfor the evaporative cooling tower
came to 270,000 cubic metres compared with theOBBO¢ubic metres authorised in
2012 for this purpose.

Wastewater purification quality

In 2012, Hera managed sewage and wastewater @tiofic services in 227
municipalities (55 of which via Marche Multiservjzi

The sewage system managed by the company (excluderghe Multiservizi) is
approximately 14,363 kilometres long and is mixeddbout 58% of the total (59% in
2011). The length of the sewage system has inatdagd .6% following the drainage
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operations carried out (in 2012, 27,000 inhabiteguiivalents were connected to the
sewage system). It is interesting to note that o88% of the extensions and
reconstructions carried out in 2012 were separataiure.

Once again excluding Marche Multiservizi, in 201 tsewage system for all areas
covered 95% of the requirements in the territofeegressed as inhabitant equivalents,
meaning the sum of resident inhabitants, produatisers transformed into inhabitant
equivalents and presence due to tourism). Thisevages to 99% if we only consider
areas with a nominal capacity of over 2,000 inteattiequivalents.

Wastewater purification is carried out through 8&&stewater treatment plants, 15 of
which have a capacity of over 100,000 inhabitantiedents and 37 of which have a
capacity of between 10,000 and 100,000 inhabitqnivalents.

Excluding Marche Multiservizi, the purification sé&re covers 94% of inhabitant
equivalents in the area. This value rises to 99%eibnly consider areas with a nominal
capacity of over 2,000 inhabitant equivalents. Eheeverage values are decidedly
higher than the national values: according to t©@92Utilitatis Blue Book Report, in
2007 85% of Italians were served by the sewage arktand 70% by a purification
plant.

The Hera Group treated a total of approximately @d8on cubic metres of wastewater
in 2012 compared to 293 million in 2011, a decreds2%.

Compliance of treated water with legally establishe limits (optimal values <100%)
100%
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The indicator relates to the plants with more th@r000 inhabitant equivalents (the volumes treated
these plants equate to 75% of the total wastewiegated) and is calculated on the basis of the rati
between the concentration gauged for BOD5, COD,,T&8monia nitrogen, phosphorus and total
nitrogen and the related maximum concentrationsniptyd by Legislative Decree no. 152/2006 as
amended. Bologna’s plant limits are different fridme regulation: ammonia nitrogen 25 mg/l; BOD5 40
mg/l; COD 160 mg/l; TSS 80 mg/l. For the Imola plamhere there is a final lagoon, the TSS limit &0
mg/l.
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The efficiency in removing pollutants in complianegéh the legal limits, as expressed
by the indicator in the graphic, is related to pleification capacity of the plant and the
technologies adopted. The graphic shows that theae a significant degree of

continuity with the values of the previous yearhwiinprovements in the areas of Forli-
Cesena, Modena and Rimini and downturns in BolaymhRavenna, where the values
nonetheless remain below the legal limits. Thesgattans are compatible with the

variability of the incoming quantities, the openati conditions and the structural

condition of the plants.

In 2012 a number of events influenced the performaarof some plants including the
maintenance work on the membrane system at thee@addtreatment plant (Bologna),

the revamping work on the Lugo treatment plant @tea), which reduced its

functionality by 40%, and the adjustment work oe tarina di Ravenna treatment
plant.

Renovation of Riccione treatment plant

The Riccione treatment plant was renovated in otdeguarantee respect for the ngw
nitrogen emission limits. The plant was equippethva modern system for treatigg
liquid waste arriving from Imhof tanks and stormaids and makes it possible o
recover sand thanks to a careful washing and €ilzssdn process. The new plant
also designed to reduce noise pollution in thellochan area. The renovation algo
involved the sludge dehydration system, which noekes it possible to reduce the
amount produced. The public sewage network in darte the Municipality of
Verucchio was also renovated. Around 800 metresewnfage pipes leading to the plant
were constructed to complete the project.

2012 saw the completion of the adjustment work8 af the 9 plants where they were
scheduled: Argenta (Ferrara), Casola Canina — Irfi@ddogna), Forli, San Giorgio di
Piano (Bologna), Lugo (Ravenna) and Riccione (RimWork began at the other 3
plants (San Martino in Gattara (Ravenna), GranaBl@ogna) and San Matteo della
Decima (Bologna)) and will be completed in 2013,ewhthe work to bring the
Molinella treatment plant (Bologna) into line witbgulations will also be completed.
These operations, together with the scheduled agaimperations, will bring another 8
areas into line with the regulations for a totak@0,000 inhabitant equivalents.

2013 will also see the start of adjustment worktlom treatment plants in Cesenatico
(Forli-Cesena) and Cattolica (Rimini) and improvemeork on the plant in Rimini
Santa Giustina.

Below are details on some of the environmental tisregtained following work carried
out in 2011-2012.
* At the Bologna treatment plant (900,000 IE) the kgomregarding the
denitrification section, aimed mainly at improvitftge removal of nitrogen, were
concluded at the end of 2011. Comparing the pedoges of the plant before and
after the operation (July-September 2012 and 2Qhé)quality of outgoing water
has improved by 68% in terms of ammonia nitrog&%p%n terms of BOD5, 40%
as regards total phosphorus and 21% for total getmo
e The adjustment works on the Bondeno (Ferrara)rreat plant (10,000 IE)
concluded at the end of 2011. Comparing the peidoges of the plant before and

232



after the operation (October-December 2012 and 2Qh#& quality of outgoing

water has improved by 16% in terms of COD, 41%emms of BODS5, 14% as
regards TSS and 12% for total phosphorus. Eletstricinsumption fell by 46%.

« Comparing the performances of the Argenta (Fernala)t (18,000 IE) before
and after the operation (October-December 2012 20tll), the quality of

outgoing water has improved by 27% in terms of TS®% in terms of total

nitrogen and 32% for total phosphorus. Electrictypsumption fell by 41%.

» At the Forli plant (140,000 IE) the quality of oaigg water has improved by
34% in terms of TSS, 11% in terms of total nitrogand 25% for total

phosphorus. Electricity consumption fell by 20%.

* At the Lugo (Ravenna) plant (270,000 IE) the qyatif outgoing water has
improved with regard to all of the pollutants calesed with percentage
improvements ranging from 14% for COD to 89% fomaomia nitrogen.

* At the San Giorgio di Piano plant in Bologna (9,9BDthe quality of outgoing

water has improved by 56% in terms of COD, 62%emards BOD5, 77% in
terms of TSS and 88% for ammonia nitrogen.

Numerous plant improvement operations are schedate2zD13 including:
» the installation of an automation system for thenaggement of the nitrogen
cycle at the Lugo treatment plant (Ravenna);
» the replacement of the ventilation system at thaoldi Classe treatment plant
(Ravenna),
» the revamping of the Bagnacavallo treatment plRaivénna) and the Marina di
Ravenna treatment plant.
Other important works, some of which will be stdrtend others of which will be
completed, include: the completion of the anaeralgesters and the replacement of
the oxygen production plant at the Bologna treatnpéamt; work for the reuse of water
at the Cesena plant; the start of the transformatib Rimini Marecchiese into a
balancing tank and drainage in Santa Giustina;nsxte of the Ozzano Ponte Rizzoli
(Bologna) treatment plant and the decommissionihghe Via dellAmbiente plant;
discharge and purification in the Sabbioni distraft the municipality of Loiano
(Bologna); extension of the Malalbergo (Bolognajifozation plant; development of a
purification plant in Ca de Fabbri in the municipalof Castello di Serravalle
(Bologna). Other adjustment/improvement works aseeduled to take place in the
Modena, Vignola (Modena), and Riccione (Rimini) veagater plants.

Average annual concentrations at the main plants (2.2)

COD Ammonia Volumes

mg/| Body of water receiving the (limit: (Bh(%liS TSS (limit:  nitrogen  treated
purified wastewater 125 o5 md/l) 35 mgl/l) (limit: 15 (thousan
mg/l) mg/l) ds of n?)
Bologna IDAR Navile canal 40.8 13.4 13.6 10.8 39,42
Anzola (Bologna) Scolo Sanguinettola Bassa or Scolo 54 103 8.8 48 1,207
Calderara (Bologna) Scolo Dosolo 26.0 9.7 9.7 0.8 ,0221
Ozzano (Bologna) Rio Marzano 26.5 10.3 10.8 1.4 515
S. S. Giovanni (Bologna) River Reno and San Giov&amal 32.1 125 10.8 4.4 177
Ferrara Gramicia Po di Volano 38.3 11.9 14.9 19 589
Cesena Rio Granarolo 17.0 5.0 54 0.7 5,937
Cesenatico (Forli-Cesena) Scolo Madonnina 38.5 5.7 10.7 1.3 3,851
Forli Scolo Cerchia 23.5 5.2 7.0 1.9 12,555
Savignano (Forli-Cesena) River Rubicone 30.1 5.0 5 8. 4.8 5,795
Faenza Formellino River Lamone 33.3 5.5 8.4 1.8 53,3
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COoD

Ammonia Volumes

mg/| Body of water receiving the (limit: (Bh%'f TSS (limit:  nitrogen  treated
purified wastewater 125 o5 mgﬁ) 35 mgl/l) (limit: 15 (thousan
mg/l) mg/l) ds of n?)
(Ravenna)
Imola Santerno (Bologna) River Santerno 16.3 5.0 239 0.7 7,821
Modena Naviglio Canal 24.7 5.7 10.8 1.1 25,844
Ravenna Cupa and Scolo Fagiolo Consortum 57 5 103 8.7 20 15,680
Alfonsine (Ravenna) Scolo Sabbioni 28.7 10.4 114 8 3 1,467
Bagnacavallo (Ravenna) Scolo Cappuccine 40.8 164 121 3.8 1,087
Cervia (Ravenna) Cupa Consortium canal 22.4 10.3 3 6. 2.0 5,710
Lido di Classe (Ravenna) Pergami Canal 25.4 10.0 09 5.9 933
Lugo (Ravenna) Scolo Arginello 52.2 16.4 13.3 3.8 ,795
Marina di Ravenna Scolo Piombone 30.5 10.1 85 2.6 1,215
(Ravenna)
Russi (Ravenna) Scolo Pisinello 24.2 10.0 7.8 11 34 6
Rimini Marecchiese River Marecchia 16.8 5.0 5.8 3.1 14,483
Rimini S. Giustina River Marecchia 23.7 5.0 8.7 1.2 13,371
Riccione (Rimini) Rio Marano 32.6 6.2 13.5 3.5 557
Cattolica (Rimini) Torrente Ventina 24.1 5.0 10.0 22 6,429
Bellaria Igea Marina (Rimini) River Uso 26.4 8.1 10.0 1.9 2,759
B‘flff;roo) Borgheria (Pesaro . o1 pogiia 25.8 7.0 11.2 1.0 6,308
Total volume treated 207,512

The volume treated in the 27 plants indicated antdble equates to 78% of the total wastewatetele@®@ologna’s
plant limits are different from the regulation: awma nitrogen 25 mg/l; BOD5 40 mg/l; COD 160 mg/l;ST80
mg/l. For the Imola plant, where there is a firmjdon, the TSS limit is 150 mg/l. For the Forli-Gesd OS the
calculation does not include total nitrogen.

The Rimini Seawater Protection Plan

The Seawater Protection Plan aims to reduce thébeuof swimming bans in publi
waters by 90% and the pollution impact measure@@D by 80% through 11 workis

worth an overall investment of over Euro 130 miilio

Following the approval of Rimini municipal couneihd the Approval of the Plan by the
ATO Committee, 6 of the 11 works were launchedd&22

More specifically:

» the works relating to 2 of the measures includethéPlan were contracted out: the

doubling in size of the Santa Giustina treatmeanpblnd the development of the

Bellaria-Santa Giustina pipeline;

e planning began on 3 other projects: the completibthe separate networks right
across North Rimini, the reconversion of the curfglarecchiese treatment plant
(with the lamination of flows heading to the SaGtastina treatment plant), and the
storm water and collection tank for the Hospitahedin the latter case planning

at an advanced stage);
* work relating to 1 project has begun: Progettodstd safeguard the canal harbgur

of Rimini.

S

In 2013 work is expected to begin on the first &j@cts mentioned above while the fifst

portion of Progetto Isola is expected to be conetidMore specifically, the work that

will begin in the north of Rimini will lead to thelosure of the 3 of the 11 pipes tHat
discharge sewage into the sea in Rimini by thengpof 2015.

Purification sludge is considered special waste angt be managed according to
Legislative Decree no. 152/2006. As regards thesipdgy of recovering agricultural

234



sludge, the reference regulation is LegislativerBeao. 99/1992; specific regulations
for the Emilia-Romagna Region are contained inltggm no. 2773/2004.

In 2012, the purification process produced aboutk87of sludge per inhabitant
equivalent served (this figure refers to the qugrdf sludge disposed with an average
dryness grade on the order of 18-25% and relatall &weas served). The sludge reused
directly in agriculture was almost 2% of the totalline with 2011, with characteristics
and management methods that complied with relevaiibnal and regional legislation.
The remaining sludge produced was managed throadltated incineration (approx.
32,600 metric tons), transfer to landfills (appr®4,400 metric tons) and indirect
agronomic reuse, following composting (64,000 nedins).

Constructed wetlands

Hera manages fifteen constructed wetlands planssnall or medium-small capacity in
the provinces of Bologna, Ferrara, Florence, Fodsena, Rimini and Ravenna: some
are secondary biological treatment plants downstrefprimary sedimentation, others
are third party treatments used for final refinem@ihe constructed wetlands process is
a natural process for the treatment of pollutedevgabased on the exploitation of the
soil-vegetation system as a natural filter for pleification of water, and is made up of
a system of biological ponds and of macrophyticetatjon. This kind of treatment also
contributes to the reclamation of borderline areasating natural environments and
landscapes that are pleasing to the eye, and dfftesen as refuges for various species
of bird, amphibian and reptile. In these areass iherefore also possible to organise
educational tours to observe specific animal argktable species typical of wetlands.

The treatment plant that uses plants

The Molino di Sotto constructed wetlands plant ortleo di Romagna, in the provinge
of Forli-Cesena, has been operational since A@122 This plant is one-of-a-kind
terms of its size and reduced environmental imgad,is able to treat the sewers of fhe
entire inhabited area thanks to its plants. It ikirad of large gravel filter in Whicn

suitable plants for treating the sewage waterphatiously drained into River Montorje
have been planted, thus ensuring that the riveldewis clean. The constructed
wetlands plant, which represented an investmentEofo 410,000, was entirely
developed by Hera and has an overall surface &24 06 nf.

Atmospheric emissions

Atmospheric emissions generated by waste-to-energlants

Every Hera Group waste-to-energy plant is equippiia fume purification and process
and emission control systems, designed and prodocader to attain:

» elevated fume purification performances in all gsscconditions;

» elevated management versatility;

» elevated reliability of emission control systems.

In order to meet these goals, new plants and plardsergoing renovation are equipped
with the following systems:
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* double reaction and filtration system to lower tlgencentrations of dust,
hydrochloric acid, hydrofluoric acid, sulphurousxide, heavy metals, dioxins and
furans and aromatic polycyclic hydrocarbons (thedbtta plant has a bag filter and
an electrostatic precipitator);

« double reaction system (catalytic and non-catglyticeduce concentrations of nitric
oxides;

» double fume monitoring system for process conts®IP): the two systems measure
the concentrations of the main pollutants emandtioigp the oven and downstream
of the first reaction and filtration phase, on tasis of which a calculation is made
of the volume of reactants required to ensure joatibn levels that guarantee
respect for legal emission limits and which aregearage, 80-90% inferior to these;

» continuous double monitoring system for chimneyssmoins: one as a reserve for the
other in order to guarantee the continuity of thmalgsis of concentrations in
atmospheric emissions.

The possibility of using double purification and mitoring systems in series (in parallel

as regards chimney monitoring) allows the abovedabijes to be successfully pursued.

In addition to the aforementioned activities, agarels the monitoring of emissions and

environmental impact, the following operations eaeried out on an annual basis:

» timely controls of the chimneys, at a frequencyedix by the Integrated
Environmental Authorisation, for those parametetsctv cannot be continuously
monitored, resorting to certified workshops;

» controls on soil fallout of the pollutants: througkternal monitoring programmes in
collaboration with the University and research agesy deposition analyses are
performed on soil, ground and vegetation etc., rdep to ascertain that the
emissions, in addition to being within the legadistablished limits, does not have
any significant impact on the surrounding environtne

Environmental supervision and air quality monitoring projects

According to the Authorisations regarding the wadsetenergy plants in Ferrar
Modena and Forli, Hera must carry out studies enrpact that its plants have on the
surrounding environment.
In the industrial area in which the Forli plantasated, Hera has installed a station [for
monitoring air quality that is managed by Arpa Fo@perational since 2009, |it
provides a continuous stream of data that are at@lddby Arpa and published on their
website. Periodical campaigns are also carried autthe station to search f@r
micropollutants and metals in the particulate mattmtil now, the results have shO\Tfrn
that the air quality in the area surrounding thenpis similar to that at the urban traffic
stations.
For a decade now environmental monitoring test® lmeen conducted at the Modgna
plant on various matrices: air and soil qualityprbonitoring, total depositions. Singe
2013 the monitoring network has been managed by Aepitoriale to whom all of th
analyses established by the waste-to-energy plaAt dre therefore entrusted. |n
addition, in accordance with the EIA, a health sug@n study has been ongoing sirjce
2003 which seeks to evaluate the health risk reggrthe population that lives in the
proximity of the incinerator and the working pogiga at industrial sites close to the
incinerator. Two reproduction indicators are anadiysteratogenic risk, i.e. congenifal
malformations, and spontaneous abortion risk. Tingomg study does not appear|to

A1%
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show that there is a dose-response relationshipveleet exposure and relatiye
spontaneous abortion and malformation risk.
Between 2010 and 2012, a genuine environmental hesadth monitoring protocol,
whose details were defined by Arpa, Ausl and theviAce of Ferrara and which
examined various different environmental matricess carried out at the Ferrara
waste-to-energy plant. The scientific coordination these studies was entrusted| to
institutions with proven experience in the sec@NR and University).

The results of the first study, which concluded Qatober 2012, confirmed t
preliminary evaluations made at the time of theiisg of the Integrated Environmentgal
Authorisation and showed that the contribution e plant, in terms of air quality
cannot be distinguished from the environment. Giwbe results obtained, the
monitoring will continue for another 2 years in giified form, only examining what
are regarded as the most important aspects: ditygaad the study of the pollutants |n
the soil.

Atmospheric emissions generated by waste-to-energlants

t 2010 2011 2012
Particulates 4.7 5.8 3.6
Hydrochloric acid 2.9 3.5 51
Nitric oxides 310.7 283.7 326.5
Sulphur oxides 3.0 4.1 5.0
Carbon monoxide 53.2 52.1 40.5
Hydrofluoric acid 0.1 0.2 0.1
Total Organic Carbon 6.1 4.1 3.5
Waste treated in plants (t) 800,576 819,341 831,853
Net electricity produced (MWh) 436,863 466,294 472,
Thermal energy produced (MWh) 88,755 118,345  13B,82

The data are calculated using continuous measutesgstems which are subject to the approval of the
supervisory bodies at the moment of authorisatiroperation of the plant. The procedures usecby t
single plant systems for collecting and calculatihg volume of substances emitted are not comgletel
standardised.

The analysis of mass flows shows an improvementHherfollowing pollutants: dust,
carbon monoxide, hydrochloric acid and total orgacérbon. The value for dust -
which last year showed an increase in terms olupaits emitted into the atmosphere,
due mainly to the Modena plant - fell to below 240 value.

In the three years under consideration, there bas la continuing downward trend in
total emissions of dust (-24%), carbon monoxidel%2 and total organic carbon (-
43%), this despite the 4% increase in treated \abiese excellent results were
obtained thanks to the excellent combustion comafti that were attained and
maintained for long periods of activity of the pimrand for the quality of the waste
disposed. The increases recorded in the three yedes consideration for hydrochloric
acid and sulphur oxides in particular were mainbyvd to the Rimini, Bologna and
Modena plants and the quantity and type of wastated; for these pollutants, the
concentrations at the chimney at all three plamt&(12 were once again much lower
than the legal limits: over 70% and over 95% belbevlimits respectively.

With regard to pollutants not monitored continugusbtal emissions can be estimated
on the basis of the results of the analyses peddrduring the year. Compared to 2010,
in 2012 there was a 32% reduction in dioxins, a 22#uction in metals and a 25%
increase in aromatic polycyclic hydrocarbons, edehe values of the concentrations
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remained well below the permitted limits. In 201®0 kilograms of metals (129 in
2010) were emitted, along with 0.09 kilograms abraatic polycyclic hydrocarbons
(0.07 in 2010) and 10.2 milligrams of dioxins andains (15.0 in 2010).

Atmospheric emissions generated by waste-to-energlants in relation to disposed
waste

g/t 2010 2011 2012
Particulates 5.9 7.1 4.3
Hydrochloric acid 3.6 4.2 6.1
Nitric oxides 388 346 392
Sulphur oxides 3.7 5.0 6.0
Carbon monoxide 66.5 63.6 48.6
Hydrofluoric acid 0.1 0.2 0.2
Total Organic Carbon 7.7 4.9 4.2

The data are calculated using continuous measutesgetems which are subject to the approval of the
supervisory bodies at the moment of authorisatosroperation of the plant. The procedures usedcby t
single plant systems for collecting and calculatihg volume of substances emitted are not comgletel
standardised.

By comparing the quantities of substances emitt@d the atmosphere with the

quantities of disposed waste it is possible toldista the specific emissions for the

various pollutants. This indicator measures thecieficy of the exhaust abatement
systems used in the plants, and highlights thenieahimprovements obtained with the

new plants. For some pollutants (dust, carbon mioleoand total organic carbon) there
has been a definite improvement, while for othéexd has been a slight increase in
emissions due to the reasons detailed above. Qage;eor the pollutants indicated in

the table, the reduction compared with 2011 is 6%.
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Concentrations of atmospheric emissions from wast®-energy plants (2012)

mg/Nm® Legal Bologna Ferrara Forli Modena Ravenna Ravenna Rimini
limits (ines1 (lines2 (line3) (line4) (WDF) (special  (line 4)
Leg. and 2) and 3) waste
Decree integrated
133/2005 platform)

Particulates 10 0.7 0.1 0.7 15 0.6 0.2 0.6
Hydrochloric 10 0.4 0.6 0.6 2.6 0.1 0.1 1.8
acid
Nitric oxide 200 94.3 42.3 37.6 65.8 134.3 66.5 938.
Sulphur 50 1.6 0.3 0.6 0.8 0.1 3.5 0.7
oxides
Carbon 50 11.8 5.1 4.6 6.8 8.6 3.5 5.7
monoxide
Hydrofluoric 1 0.02 0.06 0.06 0.06 0.15 0.06 0.01
acid
Total 10 0.4 0.8 0.6 0.4 1.4 0.5 0.6
Organic
Carbon
Total metals 0.5 0.054 0.004 0.007 0.006 0.006 02.0 0.008
Aromatic 0.01 0.00003 0.00001 0.00001 0.00019 0.00002 0@MO0@.00001
polycyclic
hydrocarbons

Dioxins and 0.1 0.00154 0.00095 0.00098 0.00547 0.00620 0.0073200165
furans

(ngFTE/NnY)
Cadmium 0.05 0.00382 0.00048 0.00035 0.00060 0.00028 0M002.00111
and Thallium
Mercury 0.05 0.0006 0.0008 0.0008 0.0008 0.0002 0@e0 0.0007

The legal limits are established by Italian Lediska Decree no. 133/2005. For dust, hydrochloriic,ac
nitric oxides, sulphur oxides, carbon monoxide, rofldoric acid, and total organic carbon, the value
correspond to the average values measured in catim and the limits correspond to daily averages.
For all other components, the values corresporttig¢average of periodic measurements and the limits
refer to each individual measurement. In the newediat Ferrara, Forli, Rimini and Modena mercury
levels are continuously measured.

The results of the emission measurements at tha Beoup waste-to-energy plants
confirm that, being equipped with the best techgi@l® available and run in the most
efficient manner, these plants emit far lower leva dust, dioxins and furans, IPA and
metals than permitted by emission limits. For dimexand furans, the values recorded
show that the concentrations emitted are a few tagtks of the regulatory limit. For
the IPA the concentrations are just a few thoudendtf the permitted limit. The
measurements made to identify the metals show otrat®ns well below the limits.
Compared with the other parameters, subject toimemiis monitoring, at plants
equipped with the sulphur oxide catalytic abatensystem (Bologna, Ferrara, Forli,
Modena and Rimini) the concentrations were not avdyl below the legal limits, but
also the limits established by local authoritiesich are much more stringent than
national regulations. Particularly noteworthy i€ theneral improvement at the more
recently launched Rimini plant which in 2012 registl a significant improvement in
terms of the pollutants indicated in the table wiita exception of Cadmium+Thallium,
whose value is nonetheless inferior to that reabrde010.
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Compliance of atmospheric waste-to-energy emissiomsth legally established
limits in Legislative Decree no. 133/2005 — contimusly monitored parameters
(optimal values < 100%), average of the seven plant

(
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The plant renovation process has resulted in afsignt improvement in the abatement
percentages of pollutant emissions: in January 2008wo new waste-to-energy plant
lines in Ferrara became fully operational, sincdye2009 the new Forli plant has been
operational, in April 2010 the new line 4 of the ddma waste-to-energy plant became
operational, and since October 2010 the new lioéthe Rimini waste-to-energy plant
has been operational. The chart above shows thd trethe parameters continuously
monitored for the period 2004-2012. In 2012, thecemtrations of the atmospheric
emissions of waste-to-energy plants were on avetaée of the limits set by the law,
compared to 26% in 2004. This means that in 20i2,emissions were 89% lower
compared to the allowed level while in 2004 thiscpatage was 74%.

Operation transparency for the Hera Group waste-toenergy plants

There has been no stop to Hera's initiatives torajuae citizens maximu
transparency and accessibility to their waste-tergy plants.

With the start up of the new waste-to-energy pladeya wanted to increase the wayy in
which citizens could receive information on the G plants. In association with the
local council and Circoscrizione 2, since the eh@@09 an information desk has b
available at the Modena plant, upon appointmergryeVuesday afternoon from 4 p.

functioning of the waste-to-energy plant directigrh technicians that work there ev
day. To book an appointment at the info desk all geed do is phone or send an e
to the URP of Circoscrizione 2.

Furthermore, since 2006 a ‘Comitato Consultivo al€lomunita Locale’ (Residentidl
Advisory Board - RAB), comprising of citizens tHate near the plant, has been actiye,
meeting periodically with Hera representatives tathgr information on the
environmental impact of the waste-to-energy plant.
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In addition, since January 2011 it has been endoiddbg on to the Hera site to requést
to visit the plants. In 2102 the development ofcsglevisitor routes at the Group waste-
to-energy plants was completed. Thanks to a sefiexplanatory signs at the heart|of
the plant, these will illustrate how the plant ftions. In 2012 the Group’s waste-tp-
Energy plants were visited by over 2,900 peopl@0@ of whom students, for a total pf
98 visit days.

Compliance of atmospheric waste-to-energy emissiomsth legally established
limits in Legislative Decree no. 133/2005 — contimusly monitored parameters
(optimal values < 100%), details per plant

100%
[Legal limit = 100% J
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25% -

0% -

Bologna Ferrara Forli Modena Ravenna Ravenna Rimini
(WDF) (special waste)
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Significant improvements in these results were iabth with the completion of new
plants: in fact, the Ferrara and Forli plants,tethup in 2008 and 2009 respectively,
and the Rimini plant in October 2011 following tthefinitive shutdown of the old lines,
recorded the best results. There was a significaptovement at the Modena plant
compared with last year, mainly the result of thgriovement in combustion, which
made it possible to reduce carbon monoxide emission

Since 2011 the biomass plant developed in partiperalith leading Italian wine
producer Caviro has been operative. This plant) witcapacity of 12 MW, is mainly
powered by prunings, grape processing waste aner atbmbustible organic matrix
materials. The plant is managed by Enomondo, irckviierambiente holds a 50%
shareholding, and in 2012 treated 98,000 metric tohwaste. The plant came on
stream in the second half of September: betweemwb@ctand December 2012 the
concentrations of atmospheric emissions at thet giame to 11.1% of the legal limits
and 14.3% of the limits defined by the IEA.

241



Atmospheric emissions from waste-to-energy treatmeiplants compared to
authorisation limits — continuously monitored parameters (optimal values < 100%)

% 2010 2011 2012
Bologna (FEA) waste-to-energy plant 22.0% 19.5% 5%8.
Ferrara waste-to-energy plant 8.2% 84% 15.1%
Forli waste-to-energy plant 19.9% 16.4% 16.4%
Modena waste-to-energy plant 17.8% 17.7% 19.0%
Ravenna waste-to-energy plant (special waste) 10.9%6.0% 10.3%
Arithmetical average 15.8% 14.4% 15.9%

The Integrated Environmental Authorisations relatio the plants in Ferrara, Forli and Modena also
provide for the continuous monitoring of mercury.

The same indicator was calculated for the six glamth authorisation limits that are
more stringent than Italian regulations for 201& the eight parameters monitored in
continuation on average the limits establishedh®yauthorisations correspond to 71%
of the limits laid down in Legislative Decree n®312005); the data is displayed in the
table above. The results are also excellent in ¢lse: the concentrations are, on
average, around 84% lower than the most restridtivigs. It is notable that the limits
established by the individual authorisations ar#edint depending on the plant,
meaning that it is not possible to compare thegoerédnces of the single plants. For the
Ferrara and Modena plants, the authorisations eztube levels relating to some
pollutants in 2012.

Relative to the parameters for which Legislativeci2e no. 133/2005 does not require
continual monitoring (total metals, aromatic polgity hydrocarbons, dioxins and
furans, cadmium and thallium, and mercury), in 20%2Hera Group carried out a total
of 501 samples, a considerably higher number thanl05 provided for in national
regulations, the 335 established by the IEA andiBfecarried out in 2010.

In 2012, as in previous years, Hera plants compligld the authorisation limits relative
to amounts of waste treated, their type and, wphezsent, their geographical derivation.
With regard to the Ferrara plant, in 2012 the Rroeiof Ferrara eliminated the limits
regarding the quantity and derivation of speciabwwaarriving at the waste-to-energy
plant.

Plant thermal power saturation percentage

% 2011 2012

Bologna (FEA) waste-to-energy plant 100%  100%
Ferrara waste-to-energy plant 83% 81%
Forli waste-to-energy plant 78% 83%
Modena waste-to-energy plant 94% 90%
Ravenna waste-to-energy plant 100%  100%
Rimini waste-to-energy plant 100%  100%
Average 93% 93%

Given that in 2012 the Hera Group waste-to-enelgntp treated quantities of waste
substantially in line with the authorised quanstiand given the calorific value of this
waste, the saturation percentage of the thermakpaovas equal to 93%. This means
that in 2012 the plants were used to 93% of thetemtial.
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At the waste-to-energy plants methane is usededrstart-up and shutdown phases and
to support combustion if the calorific value of theated waste is low: overall
consumption in 2012 came to around 9 milliof, in line with last year even if the
Ferrara and Modena plants consumed greater qesntfi methane because of the
heavy snowfall in February that slowed down theadsal of waste. These increases
were offset by the strong reduction in the consimnpof the Rimini waste-to-energy
plant which, thanks to its greater reliability, ved its methane consumption the
previous year. Containing methane consumption éajrthe improvement goals of the
Group’s plants.

Atmospheric emissions generated by district heating

Atmospheric emissions generated by district heating

t 2010 2011 2012
Nitric oxides 125.1 106.4 114.6
Carbon dioxide 98,031 83,920 85,041

The data refer to the thermoelectric power and weggion stations that power district heating.

In 2012, nitric oxide and carbon dioxide emissitlsby 7.5% and 1.3% respectively
compared with 2011 because of the greater usesomtielectric power stations, which
went from 35% in 2011 to 38% in 2012 (it was 61%2005).

In 2012, the district heating plants produced altof 666 GWh of electricity and
thermal energy. The ratio between emissions andetiergy produced provides a
measure of specific emissions. 172 grams of nitxides were emitted in 2012 for each
megawatt-hour of energy produced and 128 gramarbba dioxide for every kilowatt-
hour.

Considering the concentrations of nitric oxidesyboa monoxide and dust, the
concentrations of the atmospheric emissions of dbgeneration plants for district
heating came to 33% of the legal limits and 41%hef limits established by the plant
authorisations.

Atmospheric emissions generated by district heatin¢g2012)

t Nitric Carbon
oxides dioxide
Bologna 69.2 51,698
Ferrara 13.1 10,447
Forli-Cesena 21.9 14,727
Imola-Faenza 3.7 2,839
Modena 55 4,352
Ravenna 1.2 978
Total 114.6 85,041

Increasingly green district heating in Ferrara

Make the Ferrara district heating system one ofjteenest on the planet thanks maihly
to geothermics, i.e. the exploitation of the hotevanaturally present in the subsdil.
This is one of the main goals of the “Renewablergies Hub” project launched
Hera.
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The project involves the development of districatirey networks to the east of Ferrafa,
increasing the number of apartment equivalentsesefvrom the current 22,000 o
37,500, around 40% of homes in the city. The hebtthe new system structure will e
the “Renewable Energies Hub”, with two new geotharaibstraction wells that will
produce a capacity of 14 thermal megawatts.

In 2012 the definitive project was finalised ance ttechnical and administratije
investigations were launched for the approval gy rilevant authorities. The projdgct
was divided into two parts: the screening phaseesearch geothermal energy sourges
and the subsequent plant construction phase (fatwhe EIA procedure is requestgd
for the authorisation). The screening request puhé Region and the request mad¢ to
the Province for the authorisation to research lggratal energy sources, were bgth
lodged on 19 June 2012. The authorities involvedhi& preliminary investigatio
formulated their integration requests with regardite presented documentation on|26
October 2012. The integrations were submitted éoatthorities on 30 January 2013.
The authorisation procedure was expected to bédathin the following months.

Emissions of the Imola cogeneration plant

New environmental authorisation was issued in 20t2he Imola plant which reduced
the limit for PMy emissions from 3.5 to 1 mg/Nmc and increased tlstemw
consumption limit for evaporative tower make-up evatom 280,000 to 330,000%m
year.

Atmospheric emissions from the Imola cogenerationlpnt

National

mg/Nm® imit Authorised limit 2010 2011 2012

Nitric oxide (NOX) 60 15 7.7 7.7 6.7

Carbon monoxide (CO) 50 10 2.2 2.0 2.3

Ammonia slip (NH3) not 25 0.1 0.1 0.1
envisaged

Total Particulate Matter not

(TPM) envisaged 5 0.004 0.010 0.005

PMy0 not 1 015  0.15  0.06
envisaged

The limits of authorised emissions refer to deaeeironmental compatibility issued by the Minisfoy

the Environment and Protection of Local Areas DE&RAI2006/00142 of 15/02/06 (only NOx, CO and
NHz) and the Integrated Environmental Authorisatiorthef Province of Bologna of 11/04/07, reference
no. 124043 as amended. The values correspond tvérage values measured in continuation (fofdPM

the values correspond to the average of the 8 seslgarried out). The limits correspond to the lIyour

average (with the exception of PM10).

Specific emissions remain very low, nitric oxiddg most prevalent element in fumes,
remain below 50% of the authorised concentratioilendarbon monoxide is at around
23% and particulates and ammonia are practicakgrmib The slight increase in carbon
monoxide emissions can be traced to problems imeabelation of the turbine burners,
which have now been overcome.

Water consumption is below the authorised limitici@ing recovery in the cooling
tower, 270,575 cubic metres of water were consucoadpared with 299,154 in 2011,
with a limit of 330,000 (in 2011 the limit was 3000).

The two lines operated for 4,431 and 4,897 holgpaetively.
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Corporate vehicle fleet

Fleet (No. of vehicles)

no. 2010 2011 2012
Diesel 1,884 1,904 2,006
Petrol 777 698 592
Methane 538 539 539
LPG 17 41 46
Electric powered 44 40 37
Total 3,260 3,222 3,220

Non-circulating vehicles being disposed of wereinoluded.

The Group confirmed its established strategy adastilining the use of the vehicles,
beginning with the purchase of technologically athed vehicles powered with fuels
with less environmental impact, to replace obsoleéhicles. Excluding Marche

Multiservizi, in 2012, 210 vehicles were sold ark8 Hiesel vehicles, 1 LGP vehicle, 1
methane vehicle and 3 electric vehicles were regedt all of which compliant with the

most recent legislation as regards emissions.

Currently, the Hera Group uses 14 methane automeite compactors out of an
overall total of 172.

Excluding Marche Multiservizi, the average age ef&lS.p.A.’s fleet is 8.5 years.

Fuel consumed by vehicles

100% - 0.1% 0.1% 0.1%
8.0% 8.2% 7.2%
U.u"u 0
6.2% 5.9% e
87.6%
80% - 85.8%
85.8%
‘ @Diesel @Petrol OBiodiesel 25% - diesel 75% OMethane and LPG DElectric ‘
60% |
2010 2011 2012

A comparison between the various types of fuel masle considering the primary energy present in the
single fuels calculated using the GRI method.

In 2012, there was a 3.7% increase in fuel consiomptompared with 2011 mainly
because of the increased consumption of gas-oilpatibl in vehicles managed by
Marche Multiservizi due to the increase in the ateserves. Meanwhile, there was a
reduction in petrol consumption, which fell fron®% in 2011 to 5.1% in 2012.
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Breakdown of the vehicles by year of registration
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Data do not include Marche Multiservizi. The classeo which the vehicles have been
divided up refer to the year of registration anel Buropean Directives (Euro 1, Euro 2,
Euro 3, Euro 4, Euro 5).

Cars fill up on energy with Hera

At the end of 2011, Hera installed the first 20 rgeapoints for electric vehicles
Imola and Modena and in 2012 Hera Comm launcheeetloffers dedicated to the
recharging of electric vehicles: the first - at i#aefl and all-inclusive cost of 2b
euro/month including VAT - is aimed at citizensttash to recharge their cars at
public recharge stations in the local area, whike dther two are targeted at comparjies
with VAT numbers. More specifically, one of thesiéeos is aimed at companies that

are partners in the pilot project promoted by Hiarghe municipalities of Imola anp
Modena. In both areas various companies have glrgeidinvolved, activating privatg
charge points at their premises.

Mobility management

2012 saw the continuation of actions to reduce gheironmental impact (traffic,
atmospheric emissions, noise, energy consumpttor),a Group employee commutes,
with particular reference to the impact on commut#®wing the completion of the
expansion of the Granarolo (Bologna) site and tthwesfer of around 400 workers to the
new site (around 250 of which from the Berti Pichag, the rest from other smaller
sites). To enable workers to continue to use pulbdosport, the Stazione Centrale
(Central Station) - Berti Pichat - Frullo corporatauttle bus service has been extended.
Actions to support public transport and the uséioycles, targeted at those who live
near the Viale Berti Pichat and Via del Frullo site Bologna, and the Via Casalegno
site in Imola, also continued with success. In 2@P2 staff members (+79% compared
with the 125 in 2004, the year the discounts weteduced, +16% compared with the
193 in 2011) took advantage of special discountammual public transport passes of
50% for services managed by T-per and 45% for those by Trenitalia. Since
November 2012, the number of daily shuttle runs enag the Stazione Centrale
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(Central Station) - Berti Pichat - Frullo corporateuttle bus which, thanks to a specific
agreement between the Hera Group and the Emilb&moap, can be used by the
employees of all companies belonging to the twouBsoand maintains its “inter-
company” dimension, has risen from six to sevensvineémaining free for all workers.
This move was designed to serve those that worthatFrullo site following the
completion of the new premises and the transfevarkers at the end of October: in the
final weeks of 2012 the average number of usetBeghuttle rose from around thirteen
to over twenty people a day. For the use of big/cl® special conditions were offered
(up to a maximum payment of 50 Euro per persontherpurchase of a bicycle and
accessories or for maintenance). The yearly mangodata recorded at the Hera
headquarters in Viale Berti Pichat reveal thatywieen 2003 and 2012, the number of
cars used for commuting per 100 employees hasféiten 74 to 63.8, a reduction of
14%, and a decrease estimated at around 430,0@aketled per year.

In the offices in via Casalegno in Imola, the pregido make an annual contribution to
reimburse expenses for purchasing or maintainibgycle, for employees that make at
least 80 bicycle commutes a year, was maintaimeg012, 11 workers were eligible for
the refund, which has a maximum ceiling of EGfoa year.

Increasing usage of telepresence

The telepresence service connects up all of the e@npany premises with video ahd
audio technology via a highly reliable network asftructure. Thanks to this servige,
which respects all safety and reliability standardsetings between people at differgnt
sites have been optimised. A saving in time, enestpess and the cost of transfers
deriving from such journeys. The increase compace@010 is highly significant
almost an order of magnitude. The number of roomspped for telepresence went
from 17 to 18, and these rooms were used 2010 tionestotal of 3,342 hours (in 201
they were used 1,076 times for a total of 1,632 $)ou

Greenhouse gas emissions

Greenhouse gas emissions of plants subject to thenssions Trading scheme

The primary and most common gas responsible forgiieenhouse effect is carbon
dioxide, which is produced during combustion preess Starting with the Kyoto
Protocol, over the last 25 years, numerous intemnak agreements have been signed
for the purpose of regulating and controlling gteamse gas emissions.

The 2008-2012 period is the “first commitment pdfito the Kyoto Protocol objectives
of reducing greenhouse gas emissions, to be achigvdurope with the EU-ETS
(European Union Emission Trading System), a capafld type mechanism used to
define the maximum greenhouse gas atmospheric iemispermitted in Member
States, even if, for now, only carbon dioxide C@as been considered. Member States
have assigned the maximum emission quotas to @penaith plants that fall within the
field of application. The Hera Group plants invalvare combustion plants with a
maximum overall thermal furnace power of 20 MWt:steato energy plants fuelled by
waste are excluded from the mechanism. The Mini&irythe Environment assigns
maximum annual quotas for carbon dioxide emissierpressed in metric tons of GO
to each of the plants. Every year it is then negs$o quantify and submit the
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emissions produced to inspection, comparing thenth# assigned quotas. If the
emissions are below the authorised levels, thessxgaotas constitute an asset with an
economic value that can be realised in a specidicded market; vice versa, if
emissions are too high, the missing quotas mugiusehased from the market. As a
result all operators have an incentive to contha greenhouse gas emissions of their
plants as far as possible and through a mecharamgtadually reduces the annual
overall cap it is possible to comply with the Kydtootocol global policy and targets in
order to contain environmental impact.

Kyoto Protocol compliance ratings

Plant Power (MW) Type 2010 2011 2012
ACER Barca (Bologna) 28.8 Thermal power 208% 130% 282%
ACER Pilastro 32.8 Thermal power 906%  449%  411%
(Bologna)
Berti Pichat plant 25.7 Cogeneration plant 49% 53% 53%
(Bologna)
Thermoelectricity cogeneration and
COGEN (Bologna) 26.9 thermal power 87% 91% 52%
. Thermoelectricity cogeneration and
Ecocity (Bologna) 33.8 thermal power 186% 178% 170%
San Giacomo (Bologna) 21.7 Thermal power 176% 171% 161%
Canal Bianco (Ferrara) 92.3 Thermal power 91% 35% 43%
Casalegno (Imola) 216.4 Cogeneration plant 59% 61% 50%
. Th lectricit ti d
Montericco (Imola) 20.2 B e gggg:era onand gog 1% 6%
Giardino (Modena) 33.4 Cogeneration plant 58% 59% 60%
SAFTA (Piacenza) 41.3 Cogeneration plant 48% 50% 53%
Weighted average 57% 56% 54%

The Kyoto protocol compliance rating (%) indicatesl emissions divided by assigned quantities. A
value over 100% indicates that the level of auteatiemissions has been exceeded. The quotasrmgferri
to the Casalegno plant (Imola) are recognised @setbf a “new entry” plant. The quotas referringhte
Giardino di Modena plant are estimates, as thesstdrto be assigned.

There are 11 Hera Group plants authorised to ersitrgnouse gases on the basis of
Emissions Trading legislation, involving total iakéd furnace power of 579.6 MW,
there are no variations with respect to the previgear. The carbon dioxide emissions
recorded in 2012, equating to 232,104 metric tonwese lower than those recorded in
2011 (240,359). This reduction is mainly due taatawns in the district heating service
as a result of seasonal factors. The exceedingithbeased quotas at some plants is a
consequence of a level of quotas authorised onb#dses of historic consumption
patterns pre-2005, a year in which district heatives less developed. Finally, it is
worth noting that the Montericcio cogeneration plenimola was decommissioned in
2010.

Overall greenhouse gas emissions

The Group plants produced total greenhouse gassiemssof 546,824 metric tons of
CO; equivalent. In the last year there was a redudaifot?o, which corresponds to a 2%
increase in the amount of energy produced by tples#s in the same period.
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Total greenhouse gas emissions of plants

t 2011 2012
Waste-to-energy plants 332,311 314,720
Plants authorised according to 240,359 232,104
Emissions Trading directive
Total 572,670 546,824

In addition to these emissions, there are alsoetnéssions deriving from landfills,
losses in the gas network and motor vehicles, warehestimated at 1, 478,592 metric
tons. Indirect emissions from electricity consuraptwere 228,156 metric tons.

The following components were considered:

« landfills: methane from biogas which is given off the landfill matter, plus carbon
dioxide from the combustion of tapped biogas;

» waste-to-energy plants: carbon dioxide from the lmastion of waste, from which
the portion corresponding to biodegradable subsanas removed,;

 district heating: carbon dioxide from the combustid methane;

» losses in the gas network: estimated as the difteréetween the methane input into
Hera stations and the methane invoiced to custqrtiars, this calculation includes
real losses (due to breakage of pipes) and admatist or apparent losses (errors in
meter measurement, errors in estimates of consamati31 December);

* motor vehicles: carbon dioxide from the use ofsuel
Landfill emissions were estimated using a matherakthodel based on the amount of
waste disposed in eleven landfills in each yeare tyomposition and biodegradability
of waste and amount of tapped biogas. Waste-taggnaant emissions are based on
the quantity and type of waste used. For distretimg and electricity consumption, the
calculations are made using coefficients providethe Emissions Trading regulation,
while emissions for motor vehicles and gas netwtelilks are calculated using
coefficients from readings.

Waste collection

The Hera Group is a major player in the field obam waste management. Hera
manages an integrated service in 6 provinces ofli&Romagna, for a total of 140
municipalities; in addition, through Marche Multigei, it also serves 41 municipalities
in the province of Pesaro-Urbino and another 6 wipalities in areas adjacent to the
Marche region. In total, Hera served 187 munictpadiin 2012, for a total population
of 2.84 million inhabitants. As well as these mupgdities, Hera also manages another
3 in the province of Florence.

A European waste management system

National and EU regulations define principles amtbrgiies for waste managemeit,
from minimising waste at source to material recgyenergy recovery and, only as Igst
resort, disposal in landfills.

In July 2012 a European Commission analysis onevasinagement systems compa
the performances of Member States with regard ® dpplication of Europea
regulations: while Italy is in twentieth place imet27-state EU, an examination of
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statistical data puts the Emilia Romagna regioresth; and if we limit the applicati
to the area in which the Group operates, Hera comigsh.

Hera has developed an organisational model foseparate and non-separate collection
of urban waste which is based on the managemerdgriexge of one of its local
founding companies: the study and analysis of Ibeghagement practices made it
possible to base the new organisational model ercdnsolidated wealth of knowledge
and experience we have acquired over the decades.

The Hera integrated waste management system (WMS)

Hera’s Waste Management System (WMS) is charaetéby three main systems:

 local collection: for domestic and small non-doreeasers, carried out according to
methods that fit best with the context served (iyadnasic drop-off points with the
IEB model also with closure systems, domestic sysje

» “target user” residential collection: aimed at mdmestic users that produce specific
waste similar to urban waste (cardboard in shopssgr tins in bars, organic waste
in canteens or restaurants, etc.);

« Separated waste collection centres: also knowngaspged Drop-Off Points, these
are infrastructures that complete the range oficesvoffered to residents for
dropping off all types of separated urban wastdugling dangerous waste.

The system is also integrated with the domestitectbn of bulky waste (free of

charge, by phone call or by appointment), the cttb@ of green waste, and the

collection of other types of dangerous waste atifipebusinesses (e.g. batteries at
pharmacies).

Rimini Riutilizza!
At the end of October 2012 the “Rimini Riutilizzaf*Rimini Reuses!”) initiative wag
launched. The aim is to encourage a reduction enptioduction of waste through the
reuse and repair of products. It is a partnersigpvéen Hera, the Province and the
Municipality of Rimini, Arpa and a number of loadsociations. “Rimini Riutilizza!” ig
part of the Cerrec Project (financed by the Ceralope - European Developm

institutions from 6 Central European countries. fgvBaturday morning the gene
public can bring both materials for disposal andich@ver functioning but unus
products to representatives of the associationsepteat an area close to the drop
point in Via Nataloni. All collected items are takdo the second-hand markgts
managed by the associations and sold at affordpbt®s to people in financigl
difficulty.

As regards local collection, the IEB (Basic Drog-®oints) model involves the
distribution of the various bins at a single cdil@c point where it is possible to drop
off the main types of materials: non-separated eygstper, plastic, glass, tins, organic
waste, green waste (some materials can also beehtagf in combined form); the aim
Is to increase the efficiency of separated waslleatmn and improve its urban impact.
The IEB model reduces the number of bins for ngrassted waste, in favour of those
for separated waste collection.
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With the aim of providing the most effective pod$silservice in accordance with the
features of the community, the collection servieges differentiated according to
standardised area types (historic centres, resadlesrteas, tourist areas, extra-urban
areas, industrial zones). For each local communigllection system is chosen that fits
best with the urban (population density, configioratof roads, availability of space..),
environmental (noise limits, street furniture..paerritorial features of the area (tourist
presence, historic centre...) in a bid to maxintieepercentage of separate waste and its
guality through a service that is technically andremically sustainable.

The collection system boasts a highly structuredaoisational model and in all

municipalities includes local collection, “targellections and collections at collection

points.

As regards the local collections (which take plawoss the area served), which

account for the greatest volumes, these can berpseti according to the following

systems:

» roadside collection, i.e. carried out using biret tre permanently located on public
land (roads, pavements, drop-off areas etc.);

» roadside collection using “intelligent” container®. devices for electronic tracking
and disposal control mechanisms (e.g. lids, opewitigelectronic card or key);

» door to door: collection system with waste stonedaontainers at user premises and
collection limited to specific days and times.

In many municipalities there are mixed local cdil@e systems (e.g. roadside collection

for some materials and door-to-door for othersgsode collection in some areas, door-

to-door in others): in order to simplify things, tine tables below the local collection

services in each municipality are reclassified atiog to the most prevalent model.

Main forms of waste collection used in the communyt

number municipalities served 2010 2011 2012
Roadside collection 121 115 111
Roadside collection with special disposal contretranisms 15 20 22
Door to door 6 7 7
Total 142 142 140

Data do not include Marche Multiservizi.

In the 140 municipalities served by Hera in 20121 inunicipalities, around 84% of the
population, were mainly served via roadside calbectWith regard to waste collection
with disposal control mechanisms, the 20 municijgaliserved in 2011 became 22 in
2012, with the extension of innovative experimemiajects - involving the closure of

containers with electronic devices and the regismmaof disposals - to 2 more

municipalities (Spilamberto and San Mauro Pasanliwhich the latter Hera is part

owner of the patent). As such, the overall popataserved by Hera using collection
systems with electronic controls has gone from 3262010 to 13% in 2012. 7

municipalities (over 72,000 inhabitants - around 8%cthe population served) were
served door-to-door in 2012.
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Main forms of waste collection used in the communyt

% separate waste collection 2010 2011 2012
Roadside collection 475% 49.0% 49.9%
Roadside collection with special disposal contrethranisms 65.2% 66.8% 64.7%
Door to door 68.9% 73.4% 71.5%
Total 48.5% 51.0% 51.9%

Data do not include Marche Multiservizi.

In terms of the separate waste collection resultsezed with the various systems, an
average of 49.9% was recorded with roadside cadiectroadside collection with
controlled disposal produced, in 2012, a scoredof% while the door to door system
produced an average result of 71.5% in the 7 mpalities in which it was launched.
Please note that the figure relating to roadsidiecon with controlled disposal (“lid”
system) reported in the table relates to the 15icipalities in the province of Rimini in
which the system was already present in 2010 andud@ss seven additional
municipalities in which the system became prevalanthe following years (where
separate waste collection was equal to 58.6%)hedd, five municipalities are in the
province of Rimini where there is strong seasooatism, including the administrative
capital, where in the most touristy areas rathanttihe lid-system there is a
combination of roadside collection and door to domltection, already present today. In
2012, two other municipalities, Zola Predosa (Bakgand Baricella (Bologna),
adopted the door to door system, in July and Octodgpectively. Also in July, the
municipality of Castello di Serravalle (Bologna) isied to the disposal control
collection system, and in the final part of the ryeecorded separate waste collection
levels of 75%.

Zero noise pollution cleaning in Ferrara

The new reduced noise pollution electric road sweepas presented at the end|of
November 2012 and has been used in Ferrara old $owe December. At full powey,
the vehicle emits 68 decibels, roughly the equiviatd a household fridge. Thanks fo
the partnership between Hera and the Municipdhgrrara consolidates its standingjas
a sustainability trailblazer also in terms of urb@eaning, the aim being to provide
increasingly effective rubbish collection and swiaggservices that are compatible with
the historic city centre’s UNESCO World Heritagie status.

Collection of urban waste

In 2012 there was a reduction in the amount of muskaste directly managed by Hera (-
2.1% compared with the previous year and -5.1% @wetpwith 2010). In per capita
terms, this reduction is even more evident (-4.3%)en you consider that the
population grew by 2.2%; a reduction that fallatound 8% compared with 2010. The
reduced quantity of urban waste is a result oett@nomic downturn, which has led to a
fall in consumption and therefore a fall in the gwotion of waste, and the increase in
value of some materials, which has seen them rethteen the urban waste circuit.
Also of note are the effects of changes to colbectirganisation models and the results
of awareness campaigns aimed at preventing wastiugtion, top of the list of waste
management priorities established by European Desc
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Excluding the waste deriving from the cleaning lobr®lines, the reduction recorded in
2012 was 1.8%, which is also reflected by the ifallper capita production (-4.0%
compared with 2011).

In relation to the reduction in waste recorded 012 there was an increase in the
number of municipalities served by Marche Multiseinwhich in June 2012 took over
the management of the Municipality of Carpegna. frhati-utility company also took
over the Municipality of Sassofeltrio at the staftthe year and Falconara, which
manages 6 municipalities. This increase in scogeshan the amount of waste managed
by Marche Multiservizi go beyond the 25,000 metoic mark.

Urban waste collected by area

thousands of t 2010 2011 2012

Bologna area 365.0 349.3 341.8
Ferrara area 93.1 87.0 83.5
Forli-Cesena area 290.9 279.0 265.1
Imola-Faenza area 142.0 141.4 133.5
Modena area 315.2 307.2 296.3
Ravenna area 244.2 234.3 228.0
Rimini area 271.1 259.4 245.1
Marche Multiservizi area 144.1 151.0 1775
Total 1,865.6 1,808.7 1,770.8
Kg per inhabitant* 667 642 616

*Excluding waste from shorelines.

The area served by Hera is characterised by albigh of assimilation and, as such,
has the highest annual per capita urban waste gtiodurates in ltaly: 616 kg was
collected per person in 2012 compared with thealtahverage of 536 kg in 2010
(source 2012 Ispra Urban Waste Report).

Urban waste collected by destination

100%

80% | 33.3% 32.0% 35.6%

% | 9
60% 12.7% 15.9% 14.2%

Of which
transferred
40% - 29.0% without pre-
treatment:

Of which
20.0% transferred

without pre-
20% - A />

treatment:
25.0% 23.1% 21.4%

Of which
transferred
without pre-
treatment:

1%

28.8%

0%

2010 2011 2012

oLandfill

@Waste-to-Energy

o Composting

OOther (selection, recovery, third-party plant)

253



In light of the fall in urban waste as detailed abothe percentage of waste-to-energy
plant waste in 2012 fell in comparison with the 2Gigure (-0.2 percentage points),
whilst there was a reduction in the amount of wadisposed of in landfills (-1.7
percentage points). This is the result of a contlmnaof two factors: the previously
mentioned fall in separately collected waste ard@noup’s goals which, in line with
national and European regulations, involve redutiwguse of landfills. The increase in
separate waste collection has generated an incieasaste treated at selection and
recovery plants, with the exception of the humatfion which fell mainly as a result of
the reduction in the amount of green waste proddroed residues and prunings.

In 2012, the portion of urban waste disposed ofamdfills following pre-treatment
came to 21.4% (including Marche Multiservizi, whidisposed of 43% of urban waste
in landfills) compared with an Italian average 64 in 2010 (2012 Ispra Urban Waste
Report). If Marche Multiservizi is excluded, thisantity falls to 19.0%.

The percentage of waste disposed of in landfillheut pre-treatment came to 15.1%;
excluding Marche Multiservizi this figure falls id.9%.

In terms of disposal at landfills, Hera respectasl [tmit for biodegradable urban waste
disposed at landfills established by the Europeagulations for 2011 (115
kg/inhabitant/year), and in five out of six provascrespected the limit fixed for 2018
(81 kg/inhabitant/year).

Disposal of urban waste in Europe

National and EU regulations define principles amibrgies for waste managemerjt,
from minimising waste at source to material recgyenergy recovery and, only as Igst
resort, disposal in landfills.
At European level the tendency to reduce the usiaradfills for disposing of urbafp
waste continues: in the EU-16 the figure was 29920f41 while in the EU-27 it waps
37% (source: Eurostat). However, landfills arel $hie main way of treating waste |n
Italy (source: Eurostat): 49% of disposed urbantevas 2011 was transferred o
landfills compared to 17% sent for waste-to-endrggtment. In some regions, suchjas
Sicily, Molise, Basilicata, Liguria, Lazio, the usé landfills to dispose of urban waste
exceeds 70%.
In Europe, the countries which use waste-to-enémggtment the most are Denmajk,
Norway and Sweden, with percentages around 50%helse countries, the percentgge
of waste destined for recovery is close to 50%ppf the possible coexistence pf
waste-to-energy treatment and substantial sepanateste collection. In Belgiuni,
France, Germany, Luxembourg and the Netherlandspéncentage of waste destired
for waste-to-energy treatment is between 35% arth.4d Germany, Norway, th
Netherlands, Sweden and Switzerland the use ofilisnd almost nil, with percentaggs
of under 2%.

Waste prevention initiatives
European Directive 2008/98/EC on waste, acknowlddge Italian legislation with
Legislative Decree no. 205/2010, defines the folhmvhierarchy in terms of the
prevention and management of waste:

e prevention;

* preparation for reuse;

* recycling;
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» other types of recovery, such as energy recovery;,

o disposal.
Hera, while operating as waste management managdrtherefore in full respect of
the prerogatives of those responsible for wastenptey, has developed and participated
in numerous initiatives aimed at encouraging wasé¥ention: in 2012 it was involved
in around 20 active waste reduction initiatives.

CiboAmico brings solidarity to canteens and helpshte environment

In 2012, CiboAmico, the initiative launched in 20@@med at recovering unused
foodstuffs in the Group canteens and distributimgnt to local associations that asgist
people in difficulty, donated 10,400 full mealstbe 5 non-profit associations involved
(Opera di Padre Marella, Papa Giovanni XXIII, AkCamunita Arcobaleno, Il Piccolp
Principe and Viale K), which host around 270 peapléhe 7 structures involved in the
project, some of which participate directly in teeovery operations.

The project is continuously monitored with the soppof Last Minute Market, T
University of Bologna spin-off that encourages @usi to prevent waste. 4,443 kg Jof
cooked and raw products were recovered in 201Zdhevalent of 42 full meals a day
As part of an agreement designed to improve théemasmnagement services at tyo
production sites, Hera proposed CiboAmico to itentl CNH with regard to twg
company canteens (Modena and San Matteo): the acomaecepted the proposal,
recouping around 10,000 meals for the Porta Agesaciation in 2012.

The most significant initiatives included:

» Life “Lowaste”, a project coordinated by the Municipality of Fea, on waste
prevention and reuse initiatives for the developmeh at least four waste
management cycles that make it possible to rewsentierials and reintroduce them
to the market, acting on both the supply and densae)

* “Second Life”, the new reuse area launched in September 20Ethtrgwith the
Municipality of Bologna, in the immediate vicinitpf a new Separate Waste
Collection Centre. This is the only case in Italywhich social cooperatives manage
the structure (“Fare Mondi” and “La Strada”). Byetbnd of 2012 almost 89% of the
items that have passed through the Second Lifehaite been given new life: in its
15 months of activity, 58,524 items have arrivethatsite and 51,994 have left, with
a stock numbering 6,530 objects. Clothes are thst kmmmonly exchanged items,
accounting for 38% of incoming and outgoing goddiowed by books (13%), toys
(9%), kitchenware (9%), furniture (7%) and audiddo equipment (7%). Over
1,100 people have used the structure.

= “Edy”, is the new creative reuse site that was open&tbuember 2012 in Modena
to give new life to clothes, shoes and other objétat go on sale again at the charity
market. Edy was developed by Hera thanks to theribotion of the Region of
Emilia-Romagna and is managed by the San Fran€2sks association.

« “Trashware”. with 223 computers supplied to schools, assamat and private
users, the Cesena project completed its first ydaactivity, a year focused on
recycling and assisting young university studebeveloped by student association
S.P.R.L.Te. in partnership with the Municipality Gesena, Hera and the Cesena
Campus of the University of Bologna, the projecs bacome a reference point for
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those that wish to get rid of dated but functionomgnputer equipment and for all
entities that require reconditioned computers #8i® computer activities.

After “Still of Use”, “FarmacoAmico” comes to Ravenna, Imola and Bologna

After “Still of Use” in Ferrara, the “FarmacoAmic@*MedicineFriend”) project for the
separate collection and reuse of medicines tha¢ Imat yet expired was launched|in
Imola and Ravenna in 2012 and in Bologna in Felyri2013. Promoted by thg
municipal authorities of Ravenna, Imola and Bologogether with the Hera Group
Con.Ami, Ausl Imola, voluntary associations, Lasinite Market and a number ¢f
pharmaceutical trade associations, FarmacoAmidoswport Caritas Ravenna-Cervja,
Caritas Imola and the Bologna ANT in assisting rtheaneficiaries. The goal of the
initiative is to collect appropriately conserveddimenes which do not expire for at legst
another 6 months. Special containers were set gaiticipating pharmacies to collect
the medicines. Preventing waste and helping the meedy are the main objectives |of
FarmacoAmico.

Among the other initiatives launchedgera,O (promotion of tap water at Hera sites)
and CiboAmico (donation of unused food in Hera canteens to &ssmas within the
local areas) stand out because they are targetethpibyees and contribute towards
reducing plastic packaging, in the former case,@gdnic waste in the latter.

Last but not least, there were also:

« the actions designed to promot@dmestic composting, through the free supply of
composters by Hera with associated discounts ds inilsome ATO or individual
municipalities;

« “Toner and mobile phone Eco-boxéscontainers for sending used toner cartridges
and mobile phones for recycling, mainly distributedchools in the areas served by
the Hera Group.

Separate waste collection

The area served by the Hera Group has a very walitared collection system that
makes it possible to separately collect numerodferdnt types of urban waste,
reconciling the needs of the Municipalities with magement efficiency and
effectiveness.
The main types of separately collected waste are:
« packaging and similar: paper and cardboard, plagiass, aluminium and steel
cans, wood,
» durable goods: iron, waste from electrical and tebeic appliances (WEEE)
and bulky waste;
* compostable waste: kitchen organic waste and “greerste from prunings
and residues.
» other waste: inert materials from small demolitimaterials, mineral oil and
used cooking oil, batteries and accumulators, nreekcand other dangerous
urban waste.
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The Hera Group system involves collection via brodside rubbish skips and door-to-
door collection; the latter comprises both “comntyikievel collection, mainly focused
on domestic users, and “targeted” collection, datéid to specific non-residential users.
The 160 Separated Waste Collection Centres (ordpgdi Drop-Off Points to use their
previous official name) in the served area, usedHe direct disposal of waste by the
public, have an increasingly important functionadl astrategic role. 19 of these Centres
are located in the Marche region. Many Collecti@ntCes are equipped with weighing
and user-recognition systems: in addition to tnagkwaste drop off, these systems
make it possible to apply discounts on rates.

Separated waste collection bins and Collection Ceneis
2010 2011 2012

Number of bins (no.) 162,511 175,793 193,382
Bin volume (m3) 196,197 210,261 221,706
Separated Waste Collection Centres (no.)148 151 160

The implementation of projects to develop separsdeste collection resulted in a
marked increase both in terms of number of roadskies (bins, “igloo” bins, drums)
available to residents and in terms of the totdume of the skips, and a concurrent
reduction in the number of skips for non-separatasite.

Compared to 2010, there were increases in botmuh&er of bins for separate waste
collection (+19%) and their volume (+13%). The sases mainly regarded the areas of
Ferrara, Modena and Pesaro-Urbino. In order to awvgthe efficiency of its services,
the Group has also reduced the number and voluntansf for non-separate waste
collection (the overall volume has fallen by 3%he last three years).

“Identis Wee” intelligent bins launched in Ravenna

Hera is playing a leading role in the European uWniproject Identis Weeg
(Identification DEterminatioN Traceability Integeat System for Weee), together wijth
partners such as the Ecolight Consortium (Italyd &andaciéon Ecolum (Spain). The
aim of the project is to increase the collectiorsofall-sized domestic appliances gnd
other goods and, at the same time, guaranteedbteatpility of the waste. In Septemiger
2012 Ravenna became the first municipality to emeo prototype intelligent bins

the second is a roadside bin for small-sized edeatrwaste that can be opened usi
magnetic card that is issued to citizens.
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Separate waste collection
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The percentage of separate waste collection isuleade excluding waste from shorelines and without
taking into account Decree of the Regional Govemme. 2317/2009.

The percentage of separated waste, which represieatselationship between the
quantity of urban waste collected in separate fana the total amount of urban waste,
went from 50.5% in 2011 to 51.9% in 2012 despite dduction in the production of
waste, which also affected the waste that is cigtbseparately.

Optical readers to recover more plastic
Between the end of 2011 and early 2012, the Akrast&vsorting plants in Voltana {i

Lugo (Ravenna) and Coriano (Rimini) opened a newtev@rocessing line equipp¢d
with optical readers that identify the various tymé plastic present and isolate them ffor

of the new system include the optimisation of tlemeagal public’'s commitment
separate waste collection and the possibility déasing excellent quality recycl
waste, particularly plastic, onto the market.

It should be underlined that for the calculatiorseparate waste collection, the regional
regulations (Decree of the Regional Government234.7/2009) have established new
criteria that essentially exclude non-reusabletiovas (i.e. the waste downstream of the
screening processes) deriving from mixed matedalkection from the separate waste
collection calculation. With this method, the periage of separate waste collection in
2012 came to 51.6%.

In Italy, separate waste collection in the prowaha@apital cities in 2011 came to 38%;

this figure is higher in administrative capitalie#t in the North of Italy: 43.4% (source
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Legambiente, Ecosistema Urbano 2012). As regaelsélien provincial capital cities
managed by Hera, in 2011 the level of separateenamkection came to 47.6%.

The calculation of Hera’s separate waste collectiigo includes similar waste sent for
recovery by the manufacturer and separate wastectad from third parties as

provided by Decree of the Regional Government m@l722009, implemented in

municipal regulations and regulations of the Wateat Waste Regulatory Authorities in
force. In 2012, this amount of waste was equalrtoirzd 130,000 metric tons, or 13%
of total separate waste collected, as was thethagarevious year.

When considering the effectiveness of separate ewastlection, another equally
effective indicator of its percentage compared itk whole is the separated waste per
capita figure, expressed in kg/inhabitant/year, clwhinakes it possible to carry out
important analyses on the overall quantities oftevasnt for recovery and, in particular,
by single supply chain. In 2012 Hera Group perteapeparate waste collection came to
344 kg per inhabitant, slightly down (by 1%) cormgzhmith 2011. 2012 saw a major
reduction in waste production, mainly as a restilthe ongoing economic recession;
this was particularly evident in the reduction @ckaging and durable goods waste.
This reduction mainly affected per capita non-safgawaste collection, which fell by
6.2% compared with 2011.

The separate waste collection per capita indicegovery important, particularly if
compared with national performances: accordinguoamalysis of 2011 Legambiente
data, separate waste collection came to 193 kgqgeta, and in Northern Italy 252 kg
per capita.

Separate waste collection in the main Italian citie

Considering provincial administrative centres wigopulations of over 100,000
inhabitants, 5 of the top 10 best-performing citre#taly in terms of per capita separgte
waste collection are managed by Hera. Meanwhilensidering provincia
administrative centres with populations of over 800 inhabitants, Bologna is fourfh
in Italy (source: processing of Legambiente, Edesis Urbano data).

Per capita separate waste collection, kilograms,

Per capita separate waste collection, kilograms, municipaliteewith over

municipalities with over 100,000 inhabitants (2011) 300,000 inhabitants (2011)
: : : ; 1 473 Florence : ; ] 265.9
] 421.6 Turin | ‘ ] 230.8
1 415.7 Milan ‘ ] 186.6
1 406.5 Bologna ‘ ] 173.3
: 3846 Genoa 162.5
] 384.1 '
Rome 156.3
‘ ] 353.1
] 337.3 Bari 104.5
] 319.8 Naples 98.1
] 318.8 palermo [ ] 56

100 200 300 400 500 0 100 200 300 400
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In 2012 separate waste collection came to 971.5sdad metric tons (+1.4% compared
with 2011).

In 2012 there was a significant re-planning of Hegvices designed to increase the
efficacy of separate waste collection, improveintegration in the urban context and
make these services more accessible to the public.

All communities were involved in projects to convére traditional roadside system
into the more modern Basic Drop-Off Point (IEB) mebdwhich involves the
optimisation of collection points and a reductionthe number of unseparated waste
bins. More specifically, in some municipalities €Bzlo di Serravalle, part of the
municipality of Pianoro) electronic systems for tm@nitoring of unseparated waste
using the ‘lid’ system were introduced; this systeetame fully operational across the
province of Rimini in 2012. In San Mauro PascolidaSpilamberto experimental
projects for the electronic traceability of wasteres developed further. In various
municipalities in the province of Modena, the IEBadel| was integrated by a simple
system that only permits the disposal of unsepdnateste of a certain size (openings).
In the “walled” area of the municipality of Ferrathe IEB model was streamlined with
the simultaneous suspension of the door-to-doortevasper collection service in
favour of a roadside bin system, generating anatvgicrease in collection levels.

The door-to-door collection service underwent majdevelopment in entire
municipalities (Baricella, Zola Predosa), variousmafler inhabited areas, and
industrial/artisanal areas (particularly in Imola#fza, the province of Bologna and the
municipality of Ferrara, the latter seeing a chamgen mixed materials to single
materials collection). The door-to-door collectiohsome materials, paper/cardboard
and plastic in particular, was widely augmenteddpecific users (target users) and in
some town centres (Bologna, Ferrara). The targetdléction of glass and organic
materials was also further expanded.

Strong impetus was given to the collection of tlgretn” fraction (prunings and
residues) via specific roadside bins (Imola-Faearzh Ravenna areas). New Separated
Waste Collection Centres were also opened (in Euela, Ferrara and two in the
province of Pesaro-Urbino) as was an innovativesalice SWCC in Sesto Imolese.
Numerous already-operational Centres have beendedeand made more accessible.

Separate waste collection in Bologna city centre

In 2012 Hera reorganised the collection of papet pllastic in the city centre. Singe
May there have been services for the domestic actale of bags of paper waste, the
collection of cardboard, also from businesses, #ageted collection at maj
manufacturers and over 70 university sites. Sincler bags of plastic waste ha
been collected, as have boxes from supermarketdomudtuffs. The results of thege
changes, introduced in close association with theiampal authorities and the relevint
local areas, have been very positive: the amourpapier collected has quadrupled,
there has been a 16% rise in cardboard from busiaesvities, and the amount pf
plastic collected in the town centre comes to lOnkgbitant/year (close to the cityls
average of 17). The services for the collectiobuky waste were also reorganised gnd
the Basic Drop-Off Points extended to the entifeuslian area.

The improvements to the service will continue inl20with the opening of mi
underground drop-off points for the collection ¢tdsgs and organic material (the projgct
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involves a total of 140 sites in the town centreyl dhe creation of a new Separgte
Waste Collection Centre at CAAB.

With regard to the individual areas, the growthhose in which Marche Multiservizi

operates (province of Pesaro-Urbino plus six mpaidies in the province of Ancona)

has been particularly significant. The growth gba@ate waste collection continues in
all areas with the most positive results comingFerrara and Modena. Rimini and
Ravenna are now close to the 60% mark while Boldgsagone beyond 40%.

Separate waste collection

% 2010 2011 2012
Bologna Area 39.0% 39.7% 40.4%
Ferrara Area 49.0% 51.2% 52.7%
Forli-Cesena Area 48.4% 50.1% 50.2%
Imola-Faenza Area 46.2% 49.2% 49.4%
Modena Area 51.3% 53.6% 55.7%
Ravenna Area 56.0% 58.1% 58.7%
Rimini Area 52.8% 59.2% 59.9%

Marche Multiservizi 39.7% 44.3% 52.0%

The percentage of separate waste collection isileddsl including the quantities of waste derivingni
road sweeping, excluding the waste from the shad,without taking account of Decree of the Rediona
Government no. 2317/2009. The calculation of sepbraollected waste also includes similar waste
transferred by manufacturers for recovery and saelr collected waste from third parties or dirgctl
from municipalities. The differing criteria for asslation laid down by ATERSIR, the Water and Waste
Regulatory Authorities and municipalities may bsp@nsible for quota differences from one area ¢o th
next.

Separate waste collection: excellent results in For

Excellent separate waste collection results asrdsgdomestic collection in Forli i
2012, with average percentages of 70% as opposie farevious level of 50%. Thefe
was a door-to-door collection service in two areé$-orli for a total of over 13,00p
users and 28,339 inhabitants - around a quarteil &forli’s citizens. Hera’s structure
enabled it to provide excellent services and toease employment levels with nqw
jobs given to 25 people, particularly persons fgdiardship, in the cooperatives that
manage the service.

In terms of the various waste materials that Heslected separately in 2012, in

comparison with 2011:

» there was an increase in plastic (+19%), growing ot regarded as fully mature
yet, glass (+18%) and organic waste (+8%), becafighe various improvement
actions carried out;

* paper waste collection was stable and there whghd all in green waste collection
(-1%) due to the particular climatic condition2i012;

» there was a major reduction in the durable goodstibns as a result of the
recession: bulky waste (-2%), iron (-10%), WEEEL). As well as the economic
climate, this latter fraction in particular hascalseen affected by the sales network’s
recovery of domestic appliances (e.g. through nsurthe increase in the market
value of waste, and the end of the phase that sawy mVs replaced so people could
switch over to digital terrestrial.
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Separate waste collection (breakdown by waste type)

Thousands of t 2010 2011 2012
Paper and cardboard 206.8 2125 211.8
Green waste 199.1 191.3 188.9
Glass 75.8 82.3 97.3
Organic waste 109.9 129.9 140.2
Plastic containers 52.7 59.8 71.2
Mixed materials 79.7 64.7 44.9
Wood 75.9 78.6 79.8
Bulky 41.7 40.5 39.8
Inert materials 43.3 50.1 54.9
Iron 23.5 26.6 23.9
WEEE 15.2 17.4 13.7
Other 13.2 11.0 10.2
Total 936.7 964.7 976.7

Separate waste collection by waste type is caledldtere without taking account of Decree of the
Regional Government no. 2317/2009.

Separate waste collection by waste type (2012)

Inert material WEEE Olt(t}er Paper and

1% 0 cardboard
22%

containers
7%

Organic waste
14% 10%

Collection of bulky waste
Because of its type, size and weight, bulky wastenot be disposed of in bins for
urban waste. Bulky waste collection also includegdr WEEE, which also cannot be
disposed of in urban waste bins.
Hera currently offers the following options for tbellection of bulky waste and WEEE,
So it can be recovered or, if this is not possidisposed of.

» disposal at a Separated Waste Collection Centre;

* home collection service on request;
It is also possible to return it to the resellefrshe old product when purchasing a new
one.
In 2012 Hera received 74,023 bulky waste collectiequests. Altogether, the amount
of waste disposed of by citizens at Separated W@gsliection Centres and abandoned
with no explanation came to over 46,000 metric tons
In terms of the areas served by Hera, it is estéith#tat around 25% of all bulky waste
is left in the street, i.e. in the local environjeand not disposed of using the various
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channels available. This despite the fact thataherage time taken to meet home
collection requests is very good (just over 7 dagsn when the request is made) and
that there is an extensive network of Separatedt&\@sllection Centres where it is

possible to leave such rubbish, obviously free ledirge. This practice of dumping

rubbish on public land has a significant environtabimpact and contributes greatly to
urban decay. For this reason, in 2012 Hera puttihegea project to improve the

collection of bulky waste, the aim being to inceedse quality and the range of its
services and to inform and raise the awareneskeopublic. Launched in 2013, the
project will comprise the following main activities

e operational/managerial: standardise type and diesitiof collected waste,
improve the quality and methods of managing theiser expanding the range
of available services;

* innovations and cultural changes: increase theniness for direct disposal at
Separated Waste Collection Centres, promote thseretegeneration and
recycling of bulky waste;

e communications: events, advertising and specificssages, promoting the

service etc.;

e service monitoring: periodic measurement of qualignd, therefore,
improvements;

e corporate: greater control, also through envirortiadervolunteering and
associations.

Tracking waste: where does the separated waste catted go?

In 2012 Hera published the third “Tracking Wast&port on the destination @f

separately collected waste. The 44 first destinatvaste plants were identified in 2011
and, by involving the managers of these plantspdreentage of waste transformed ihto
“second raw materials” (replacing raw materialsafural origins) was determined apd
the production plants that utilise the materialsuileg from separate waste collectign
identified.
The initiative regarded the main materials colldceeparately: paper, green wakte
(residues, prunings), organic waste, glass, woddstip, iron and metals (steg
aluminium and tinplate packaging).

In 2011 the overall percentage effectively recodenas 93.4%: 92.4% paper, 92.4%
organic, 96.9% green, 95.4% glass, 86.4% plastic,% metal, 92% wood and 100p6
iron.
The results were presented in a leaflet distribwitethe main customer branches,| at
schools and public events, and at the URPs inab& imunicipalities. These data cpn
also be consulted in a special section of the Greelpsite.
The report was audited by Det Norske Veritas Itak@ich verified that it is
immediately legible and clear and that the data eridrmation contained therein
respond to the truth, and are correct and consistith the other corporate instrumerjts
used to manage sustainability.
The initiative, repeated every year, is one ofttdwds that the company uses to reporfon
the progress it is making in terms of sustainakletbpment.

As well as the portion of separately collected wdbkat is effectively recovered, part of
the undifferentiated waste collected is sent fmovery via processing at mechanical
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screening plants. In 2012, around 141,000 metms tof undifferentiated waste was
sent to these plants, equal to 15.2% of all undiffeated urban waste collected.
Ferrous metals (approx. 131 metric tons in 2012 $anrecovery) and the humid
fraction of waste (50,000 metric tons sent to costipg plants for the production of
biostabilised compost for landfill capping) are aeted from these materials.

Waste disposal

The Hera Group, through its subsidiary Herambiemt@nages its treatment plant
system, through operations to recover and dispbseban and special waste, with a
portfolio of 80 plants. This plant system represemtunique integrated and complete
model in Italy that allows the Group to effectivelgd appropriately respond to EU and
Italian legislation regarding waste management. 3ystem involves various types of
plants: storage and initial pre-treatment plankants for the selection and recovery of
dry material (paper, cardboard, glass, plastic @ing), composting and anaerobic
digestion of the organic fraction with energy reegy waste-to-energy plants with high
energy recovery, landfills, chemical-physical treant of liquid waste, treatment, pre-
treatment and reconditioning of muddy waste andgrulents. It therefore covers all

treatment requirements relating to the urban weslilected by Hera S.p.A. in the target
area and a wide range of hazardous and non-hazawdaste from the industrial and

service industries sector within the national costobase.

The industrial sludge treatment plant that “gives rew life” to waste

Attaining “value” from sludge, at the same time tdiuting to the safeguarding of thje
environment: this is the goal of the industrialdgla treatment plant (Disidrat), openged
in Ravenna in April 2012, which will replace a sianiplant that is smaller in size agd
whose environmental performance is not as effectitanaged by Herambiente, the
plant will treat around 150,000 metric tons of spkewavaste, hazardous and ngn-
hazardous, liquids and solids, classified as “siidgrhanks to the sophisticat¢d
technologies used, it will be possible to recovat eeuse the majority of the incomiig
material to cap landfills in place of top soil, @ a consolidation material for mings.
The process will seek to recover around 50% ofitkkeming material, thus reduci
the amount disposed of at landfills.

The plant was completed in 24 months, with an itnaeat of Euro 13 million.

The industrial site where the plant is locatedadseboasts ISO 14001 environmerijtal
certification, OSHAS 18001 safety certification aBBIAS certification, which in 201
will also be extended to the new plant.

Herambiente carried out the following operation201.2:

e it improved the efficiency of its waste-to-energyamis: having reached the
performance levels required by the regulations,Réeara and Bologna plants were
recognised as recovery plants rather than dispgmaats. Work is also underway to
bring the Rimini and Modena plants up to the saevel|l and after these work will
begin at the Forli plant. In 2012 Herambiente aaguEnergonut, owners of a WDF
energy recovery plant in the Molise region;
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» it extended the size of various existing landfflise Monti, Zocca, Pago). It carried

out operations for the definitive capping of decassioned landfills and their
reintegration into the landscape and environmergidlative Decree no. 36/2003).
In 2012 the landfills of Modena and Finale Emilieer& used for the storage,
treatment and reuse of earthquake debris as aitstddbr natural gravel to cap
decommissioned landfills;

with regard to special waste plants, the “disidg@#nt that treats muddy waste and
pulverulents in the province of Ravenna becameatjperal at industrial level; the
adjustment work on the ITFI Bologna chemical-phgkiplant was completed and
the work to modernise the hazardous and non-hazarsipecial waste plants at the
Via Baiona site in Ravenna continued;

a number of innovative projects were launched: dfdimining”, or rather the
removal of waste from a decommissioned landfill f@zardous waste to a more
suitable location with the possibility of develogia new landfill with a capacity 4-5
times greater than the pre-existing one; an intitleermal desorption plant for the
treatment of contaminated land, mainly due to hgdroons, for ex-situ
decontamination and the recovery of decontamindtewl to relocate at the
redeveloped site; presentation of the project lier énvironmental renovation of a
decommissioned landfill using non-hazardous reaVeraste in place of virgin raw
materials (location at km 3.8 of the SS 309 roaRawenna);

as part of the “biodigesters” project, two new migawaste anaerobic digestion

plants for the production of renewable electricepd quality compost were

developed in Rimini and Ravenna.

The Hera “biodigester” project: + renewable energyand — greenhouse gases

The project involves the recovery of biomass ofiaas types, both as an agricultu
fertiliser as well as a raw material in energy pcitbn, thereby avoiding its disposal
landfills and the consequent production of greeskogases. In 2012 two new pla
(Rimini) and Voltana di Lugo plants each have aac#ty of 40,000 metric tons a ye
with the production of around 6,500 MWh/year of odligity (the equivalen
consumption of 2,400 families). The Rimini worksitas opened in March and the fi
Voltana worksite was opened in February and thset fparallel connection wit
will guarantee savings of around 4,000 metric toingreenhouse gases a year.

section was also completed. Given the substardlation in the incentive for ener

sustainability of this investment.

were developed and the final design of a third pplaas completed. The Ca Baldagci

parallel connection with electricity transfer topkace on 14 December, while the

electricity transfer took place on 11 December. Whely operational, the two plants

production, technological solutions will be exanminéo guarantee the econonjic
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The final design of a plant in Modena with a drgeftion section and a compostihg
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Waste treated by type
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Urban and special waste disposed by plant type

thousands of t 2010 2011 2012
Separation plants 6.7 4.0 0.6
Selection plants 322.2 299.2 320.4
Waste-to-energy plants and biomass 800.6 923.0 955.0
plants
Compost plants 463.8 504.7 485.9
Landfills 1,429.7 1,268.3 1,219.4
Stabilisation and chemical and physical 1,227.4 891.6 754.0
treatment
Third party plants 1,452.7 1,216.3 1,120.9
Total 5,703.1 5,107.1 4,856.2

The data refer to plant inflow waste. Duplicatioayntherefore be included. Some of the waste treated
selection plants, for example, may be targetedidodfill disposal following selection treatment. &h
outgoing waste from plants which were counted amtiregfinal use plants was subtracted from the
guantities treated in the separation plants.

The unfavourable economic climate resulted in aeg@nfall in the amount of waste
produced. However, the Group’s strong commercialvedr together with the
consolidation of Energonut in the final quarter28fl2 and the acquisition of several
municipalities in Montefeltro, generated a growththhe special waste marketed in the
dry waste sector. The fall in the amount of spew@te disposed of was mainly due to
the fall in the amount of waste disposed of at dnahkphysical plants and wastewater
treatment plants as a result of the drop in rdifamnpared with 2011 and the fact that
some plants, such as the Spilamberto digester, placed on stand-by.

In line with the plant streamlining process andhwigégulatory provisions, there was a
clear reduction in the amount of waste disposedatofandfills (-4%) despite the
consolidation of the Finale Emilia (Modena) landfit 2012, which accounted for
133,000 metric tons. Discounting the Finale Emi&adfill, the reduction would be
14%.
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The Hera Group plants were able to cope with tleeesse in separately collected
waste. In fact, there was an increase in the amolimiaste treated at selection and
composting/stabilisation plants: exceptions areShgamberto digester and the Rimini
plant, placed on stand-by for the launch of the aeaerobic digester.

Urban and special waste disposal by plant

ISO EMA

thousands of t 14001 S 2010 2011 2012
Coriano - Ravenna X X 109.6 114.4 126.8
Frullo Granarolo - Bologna (Frullo Energia Ambiente X X 206.2 201.0 197.1
Canal Bianco, Ferrara X X 130.0 129.8 129.9
Grigioni Forli X X 116.0 115.7 120.0
Strada Romea km 2.6 Ravenna X X 42.8 42.1 44.9
Comparto Area 2 Cavazza Modena X X 157.8 176.3 8177
Special Waste Ravenna X X 38.2 40.0 35.4
Faenza - Ravenna (Enomondo) X 103.7 97.6
Pozzilli - Isernia (Energonut) X X 25.5
Total waste-to-energy plants and biomass plants 00.68 923.0 955.0
Busca — Forli-Cesena X X 79.6 63.8 317
Strada Romea km 2.6 (1C) Ravenna X X 297.6 205.0 161.0
Lugo — RA X X 0.0 16.2 55.7
Galliera — Bologna X X 176.7 81.6 60.0
Tremonti Imola - Bologna X X 153.7 199.1 2145
Il Pago Firenzuola — Florence X X 86.9 90.2 98.4
Strada Romea km 2.6 formerly 2B super Ravennaiéyotr  x X 0.4 0.0 0.0
Straqa Romea km 2.6, formerly 2B super TN Ravenna N X 973 90.2 61.7
(Sotris)
Zocca — Modena X X 59.6 53.1 7.9
Castelmaggiore - Bologna (A.S.A.) X X 2204 193.6 1735
S. Agata Bolognese - Bologna (Nuova Geovis) X 203 171 14.6
Finale Emilia — Modena (Feronia) 132.9
Civitella — Forli-Cesena 0.0 0.0 3.9
TaVL_Jllla, _M_ontecalvo, Urbino — Pesaro-Urbino (Maech X 188.2 213.0 162.1
Multiservizi)
Third party landfills 48.9 45.4 41.4
Total landfills 1,429.7 1,268.3 1,219.4
Coriano - Ravenna (Akron) X X 80.0 79.9 88.3
Modena (Akron) X 60.6 55.6 59.4
Mordano - Bologna (Akron) X X 48.2 39.3 37.6
Lugo-Catignola - Ravenna (Akron) X X 75.9 72.4 79.5
Ferrara (Akron) X 53.2 48.9 55.2
Other external plants 4.4 3.2 0.5
Total selection plants 322.2 299.2 320.4
Busca anaerobic digester — Forli-Cesena (Romagna
Compost) 42.8 46.3 47.1
S. Agata Bolognese - Bologna (Nuova Geovis) X 411. 59.6 63.3
Stabll_lsatlon plant S. Agata Bol.se - Bologna (Naiov X 0.0 49.8 485
Geovis)
Ozzano - Bologna (Nuova Geovis) X 22.0 20.2 27.9
Voltana di Lugo — RA X X 52.6 55.9 53.4
Ca Baldacci Rimini X X 42.9 47.0 22.3
Ostellato - Ferrara X 99.6 29.0 28.7
Stabilisation plant Ostellato (Ferrara) X 0.0 72.7 72.1
WDF stabilisation plant - Ravenna X 22.9 21.6 22.8
Anaerobic digester Spilamberto - Modena 91.1 69.9 9.2
Tremonti Imola stabilisation plant - Bologna (Akjon X X 59.5 63.2 50.9
Faenza - Ravenna (Enomondo) X 0.0 30.0 28.8
Stabilisation plant (Marche Multiservizi) X 10.1 .59 10.7
Total composting plants 463.8 504.7 485.9
Forli chemical phys. plant X X 38.6 18.8 6.4
Ravenna chemical phys. biological plant X X 215.7  38.8 114.1
Disidrat Ravenna sludge treatment plant 115.3 .13 102.7
Z.l. chemical-physical plant Ravenna X X 342.4 859. 2726
Alfonsine chemical phys. biological plant - Ravenna X 0.6 0.0 0.0
Russi chemical phys. plant - Ravenna 0.7 0.0 0.0
Lugo chemical-physical-biological plant — Ravenna X X 133.7 77.2 65.2
ITFI stabilisation and chemical phys. plant Bologna X X 155.9 103.8 103.1
Ravenna stabilisation plant (Sotris) X X 154 14.2 12.2
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ISO EMA

thousands of t 14001 s 2010 2011 2012
Chemical-physical plant (with special waste platfpr X X 17.7 18.3 4.9
Ferrara
Area 2 Cavazza chemical physical plant Modena X X 6.66 61.8 66.0
Area 3 chemical physical plant Modena X 22.4 3.1 00
Soliroc plant Modena X 2.5 0.0 0.0
Leachate treatment plant Forli-Cesena (Romagna
Compost) 0.0 6.2 5.1
Experimental sludge treatment plant SOTRIS 8.8 7 6. 1.7
Total stabilisation and chemical phys. plants U3 891.6 754.0
WDF production Ravenna X X 53 3.4 1.5
Bologna separation X 0.1 0.2 -0.3
Separation Tremonti Imola - Bologna (Akron) X X 0.0 0.0 0.0
Forli separation X X 0.0 0.0 0.0
Ostellato separation - Ferrara X 14 0.4 -0.6
Total mechanical separation plants 6.8 4.0 0.6
Third party plants (treatment plants) 1,348.9 08,6 976.2
Marche Multiservizi third party plants 103.8 107. 144.7
Total other plants 1,452.7 1,216.2 1,120.9
Total 5,703.1 5,107.1 4,856.2

Energonut, a plant for the production of energy

In November 2012 Herambiente has completed the isiiqn of the compan
Energonut (included in the scope of consolidatioomf October 2012) by Veolip
Environmental Services. Energonut operates a wasteergy plant located in Pozzifli
(IS). The plant, which has a capacity of 93,50h&mper year and a power of 13 M
in the last quarter of 2012 has treated 25,500 tdnsaste. The company is certified
ISO 14001 since 2007, EMAS since 2009 and OHSA®18hce 2012.

Special waste: assimilated, hazardous and non-hazkus

When you talk about waste you immediately thinklomestic rubbish. However, this is
only a very blinkered view given that householdlish does not even represent 20% of
all waste produced.

Indeed, in Italy, where over 170 million metric $oof waste is produced a year, around
140 million is special waste, i.e. rubbish genetaly production activities, while
around 32 million metric tons is made up of urbabhish. The percentages are the
same in Emilia-Romagna: out of around 13.5 millioatric tons of waste produced in
total, just 3 million takes the form of urban waste
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Urban and special waste production by Province (2@)

Non- Hazardou Total
Urban hazardous . . Total
thousands of t . s special special
waste special waste
waste waste waste
Modena 464 1,771 86 1,857 2,322
Bologna 585 1,626 168 1,794 2,378
Ferrara 262 777 67 844 1,106
Ravenna 320 1,809 182 1,991 2,311
Forli-Cesena 322 865 69 934 1,255
Rimini 273 518 66 584 857
Total provinces in Hera operating
area 2,226 7,366 637 8,003 10,229
Piacenza 195 487 146 633 829
Parma 268 615 39 654 922
Reggio Emilia 404 1,046 84 1,130 1,534
Total Emilia Romagna region 3,093 9,514 907 10,421 13,514

Source: Arpa processing of data from MUD, takemmfrRER Arpa - The management of waste in
Emilia-Romagna - Report 2010 and 2011

As such, despite its predominance, special wasterbes invisible in the collective
imagination as it is far removed from daily lifedaalso because of the different kind of
treatment reserved for the two types of rubbishthwy law. Urban waste must be
collected, treated and disposed of in the provincehich it is generated at a cost, for
the general public, that is pre-established byatghorities. Conversely, special waste
must be disposed of by the producer and for thispamies use operators that best cater
to their needs, also economically speaking.

Special waste is therefore often transported daitérom where it is actually produced:
other provinces, other regions or even abroad. @weryears this inferior visibility,
often united with an inferior degree of traceabjlihas been reflected in strategic
planning deficiencies with regard to disposal gaanhd unfortunately this tends to lead
to a slide towards illegal forms of disposal, whion years has swelled the coffers of
so-called environmental mafias.

The Legambiente “Ecomafia 2012” report pointed &ight fall in 2011 in terms of the
amount of crime in the waste and cement cycletheehumbers remain high. There was
an increase in illegal international trafficking Nehillegally managed and sequestered
waste came to 346,000 metric tons. The majorityriofies recorded (47.7%) once again
took place in the four regions with a traditionafra presence, with Campania leading
the way (5,327 violations) ahead of Calabria (3)8%ily (3,552) and Puglia (3,345).
Lazio (2,463) remained fifth while the highest ramkregions in the north of Italy were
Lombardy (with 1,607 violations) followed by Ligar(1,464).

Waste classification

In Italian law the classification of waste is basedthe place in which the waste was
generated (home or production environment) andongphysical, chemical or product
characteristics. Legislative Decree no. 152/20G&sifies waste, on the basis of its
origin, as urban or special, and, only downstrearnhis classification, according to its
level of dangerousness, i.e. hazardous or non-tiezsr

Urban waste is domestic waste (also bulky) produbgdhomes, waste from the
cleaning of streets and other public places, véletavaste from green areas and any
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type of waste dumped or present in public areadudng beaches and riverbanks,
whose production cannot be traced to a specificcgollso classed as urban waste is
non-hazardous special waste originating in premases places not used for dwelling,
assimilated to urban waste in terms of quality ameantity by the Municipal
Regulations (or supra-municipal authorities) on tesis of the general guidelines
dictated by the State; this waste is special ims$eof origin but, once assimilated, is
managed (collected or disposed of) together wittmekiic urban waste and subject to
levies or taxes.

Special waste is waste from agricultural, constomctartisanal, industrial, sanitary,
commercial and services activities, waste derivimogn waste recovery and disposal
activities, water treatment sludge, mining or deaorination.

Waste is classified as hazardous or non-hazardepsnding on the substances it
contains. Hazardous urban waste is made up of damveaste that contains pollutants
or toxic substances in such measures that they toalbe disposed of in special plants
(e.g. medicines and batteries).

Hazardous special waste is generated by produdcivities and contains the
aforementioned pollutants or toxic substances.

The line between urban waste and special wastéehasefore established by the
assimilation regulations defined by national lawd applied at local level. Every
municipality can apply the criteria for assimilainvaste deriving from production,
commercial and tertiary activities in a differerdéiyy acting in particular on quantitative
thresholds.

The more waste that is assimilated to urban walsée|ess special waste is left to be
managed by the private sector with the risk ofrniofecontrols and traceability. In the
areas managed by the Hera Group and Emilia-Romagyeneral, there is a high level
of assimilation: it is estimated that the waste agmu as part of the public service
comprises 50% waste of domestic origin and 50% avastnon-domestic origin, i.e.
assimilated special waste. It is also estimatetitheae is around 1.5 million metric tons
of special waste that could be assimilated foclitaracteristics (i.e. non-hazardous) but
which is not assimilated because it is producedabsingle production business in
guantities above the established limit.

Unlike in Italy, in Europe the classification of sta is more directly related to its level
of dangerousness and the type of treatment it goesr
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Non-hazardous waste Hazardous waste
Domestic waste (dry and organic) Batteries, lead accumulators
% Waste from the cleaning of streets and other Environmentally harmful packaging
g public places TVs, monitors, fridges, air conditioning units
c Assimilated urban waste and lamps
s Mineral oils
-
Waste from agricultural and agro-industrial Petrochemical and pharmaceutical production
o activities waste
% Inert materials and bricks (deriving from Metallic waste
= construction and demolition businesses) Sludge from reclamation activities
© Commercial and industrial packaging Used oils
b Plastics and glass processing waste Medical and veterinary research waste
& Artisanal and industrial
Deriving from waste recovery and disposal
operations, also urban

Special waste supply chain at Hera

The flow of special waste treatment at Hera is lyigdtructured given the variable

nature of this waste that derives from industrgnfrthe purification of wastewater,

from construction, from the commercial and servisestor, and from the healthcare
sector. Hera has 29 plants exclusively equippedherdisposal of special waste, with
around 3 million metric tons managed in 2012 (idaolg sub-products deriving from

Group plant activities). There are disposal lintigfined, plant by plant, by provincial

authorisations or by integrated environmental atghatons.

Special waste disposed of by plant type (2012)

third-party plants
23%

waste-to-energ
plants
14%

landfills

0,
stabilisation an 27%

chemical-
physical plants

24% selection plants

4%

composting
plants
8%

30,311 metric tons of reagents were consumed invibste-to-energy plants, an
approximately 60% increase compared with 2011 malok to the addition of the data
regarding the deodorising products used in the evistks and control rooms. There
was also a fall in the quantity of reagents usethéenfume purification process because
of the gradual optimisation of the process andnareiase in other reagents used in the
experiments designed to improve plant managemeaepses. 12,595 metric tonnes of
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chemical reagents were consumed in the stabilsati@ chemical-physical treatment
plants, 37.6% more than in 2011: this increaseamiy due to the consumption of the
new “disidrat” plant.
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Waste produced by Hera

Main types of waste produced by Hera

thousands of t 2010 2011 2012
Sludge from purification, treatment and distribuatio 129 133 121
Sand from wastewater treatment plants 18 19 18
Ash from purification sludge incineration 3 2 3

Other sludge produced by the Territorial Operastictures

. . 4 2 3
(sewer cleaning, septic tanks, etc.)
Other waste produced by Territorial Operating Stres 2 1 1
Waste-to-energy plant electrofilter dust 28 45 42
Waste-to-energy plant waste 178 188 201
Solid waste from stabilisation 27 38 42
Sludge produced by chemical-physical-biologicahfda 102 85 60
Sludge treatment water 354 369 356
Separated oils produced by chemical-physical-biokiglants 1 0 0
Surnatant from chemical-physical-biological plants 500 251 130
Leachate from landfills 781 491 391
Scavenging water/sludge from waste-to-energy glanes 62 66 77
Non-reqsable fractions from plants for selectiod for the 176 155 176
production of fuel from waste
Other waste from Herambiente storage and plants 22 35 48
Total 2,387 1,882 1,673

Data refer to Hera S.p.A., Herambiente, Akron, FEMyova Geovis, Romagna Compost, Marche
Multiservizi (from 2010), Enomondo (from 2011).

In 2012, the Group produced around 1.7 million metns of waste. The quantities of
waste produced by waste-to-energy plants (wastest @nd solid waste from
stabilisation) increased due to the increase imtijies of waste sent to waste-to-energy
plants and the consolidation of Energonut sinceoldmt2012. Leachate and waste from
chemical-physical-biological plants fell becausettté lack of rainfall during the year
and, as a result, the fall in the production ofpogeucts. The production of non-
reusable fractions rose because of the greatetitjgantreated by the selection plants.

Recovery of waste-to-energy treatment plant waste

The growth and plant renovation plan pursued byahiiente in recent years on its
pool of waste-to-energy plants has had a positiwpact on the production of
combustion waste. The new combustion systems dmaeaall, the “gondolatype
combustion waste “cooling” (i.e. the operation twlkcthe waste produced in the oven
by soaking it in water baths) and extraction systemake it possible to have waste with
a very low quantity of unburned matter and reduader content. This resulted in a
both lower percentage of waste produced and, abyve waste quality level more
suitable for subsequent recovery.

In 2012 the 6 waste-to-energy plants managed by Ferthe disposal of urban waste
produced 173,479 metric tons of waste, equal to 22%he waste treated at these
plants. 55% of the waste produced was recoveredewhie remaining 45% was
disposed of at landfills. The recovery takes platethird party plants, thanks to
consolidated, long-term commercial agreements acepl The waste is used to produce
second raw materials, which are used in the pramludycles of concrete and bricks.
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During the process, ferrous and non-ferrous met@secovered and then reused in the
metallurgical industry.

Biodiversity

From the 1970’s onwards, with the spread of “envinental culture” and the gradual
impoverishment of the planet’s natural resourcesyealised that we needed to protect
the ecosystem in a more effective way. With thisnind the biggest global institutions
have signed agreements to reduce the environmenfact deriving from human
activities. One of the key issues of these agre&risrthe concept of biodiversity and
the reasons behind the gradual reduction in thietyaof animal and vegetable species.
In 1992 all member states of the EC signed the €oton on Biological Diversity in
Rio, recognising the in situ conservation of ectsys and natural habitats as a priority
to pursue, and setting themselves the goal of Cguatiing, preventing and attacking the
causes of significant reduction or loss of biolagidiversity at source because of its
intrinsic value and because of its ecological, ¢ienesocial, economic, scientific,
educational, cultural, recreational and aesthetiae’.

As tangible proof of the commitments undertakere #U issued two directives,
Directive no. 409/79, adopted in April 1979, regagdthe conservation of wild birds
(the “Birds Directive”) and Council Directive no.382, adopted in May 1992,
regarding the conservation of natural habitats wild flora and fauna (“Habitats
Directive”).

These two Directives constitute the legislativeid&sr the protection and conservation
of habitats and wild species in Europe. Anothethef key initiatives adopted was the
creation of a consistent ecological network of gcted areas in the European Union,
known as NATURA 2000. The natural areas protectedpartions of land or water
areas where alterations generated by mankind ame lges or nil. These areas are
subject to special projection and management regirag they are intended for the
conservation of the biological diversity, culturaritage and natural resources.

In the province of Ferrara, the two largest watdtection plants (Pontelagoscuro and
Stellata, on the Po River) are located within tipecsal Protection Area called “Fiume
Po da Stellata a Mesola e Cavo napoleonico”. Irptbgince of Ravenna, the Marina di
Ravenna treatment plant is located within the EUngeovation Area “Piallassa
Piombone”, while the Ravenna city treatment plaspaoses of the wastewater treated
within the SPA “Piallassa Baiona”. Within these twpbants, in order to protect
biodiversity, Hera carries out acute toxicity teststhe period 2005-2012, these tests
demonstrated that the water disposed of was nat.tox

Hera’'s waste disposal plants, which are being wsgtaand newly built, are subject to
the Environmental Impact Assessment (EIA) procedufer plants located near
protected areas (generally within 5 km distance vahédn specific conditions exist that
may result in even a limited impact), Hera perfoariacidence Assessment, which is a
sort of evaluation of specific environmental impé&at the peculiarities and natural
abundance in the protected areas. The CouncillorCladitural Heritage, the Parks
Department and the Region of Emilia-Romagna andlysse assessments, prescribing
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mitigation measures aimed at containing any impact protecting the biodiversity of
the indigenous plant and animal species (i.e. plgndf species of trees and bushes,
adoption of measures to avoid attracting animal&chviare excessively sythropic or
opportunistically trophic).

In 2012, impact evaluations were carried out a$ gaprojects for the environmental
renovation of the Civitella landfill plant and tipdant area located at km 3.8 of the SS
Romea Nord in Ravenna, the project to expand thefilafor non-hazardous waste in
Ravenna, and the project to develop a waste-toggr@ant in Florence. These studies
showed that the works being developed and undeagement were “low impact”.

In some cases there were however indications towoat the worksite in order to
reduce the impact on the pre-existing trophic emment. For example, in some cases
the plan of action for the development of the wawds revised in order to reduce noisier
activities (e.g. excavations and the movement ghga the spring months so as not to
interfere with the mating seasons of the animaktiggepresent and in particular the
nest-building of protected birds.

These evaluations analyse the possible interfereic¢he planned work on the
environment and, in particular, the specific bicfilora, fauna and ecosystems) and
abiotic components (air, soil, subsoil, surfaceevand underground water) in the
protected area; also examined are aspects relateddiogical connections, i.e. the
presence of waterways, rows of trees, hedges tbtat, make it possible to install
ecological networks between the most natural etesys and the plant department
subject to the work.

The projects to expand/develop landfills or otheaste treatment plants contain a
specific section dedicated to environmental renowmatrenaturalisation and the visual
mitigation of the areas surrounding the intervamtiocation, which describe the
specific actions aimed at creating and strengtlgeeitological networks in a manner
consistent with existing networks.
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Appendices

Glossary

Inhabitant equivalent

The concept of inhabitant equivalent was introduednable the comparison of various types of sewag
(urban, household, industrial) in terms of orgapatiution. Using conversion factors, an estimatisn
made of how many inhabitants would be requiredrtmipce (with normal domestic sewage) the same
amount of pollution. Generally, one inhabitant eqlent corresponds to 60g of B@per day.

Authority for Electrical Energy and Gas (AEEG)

Formally independent authority established by La81/4995 which has the goal of promoting the
development of competitive markets in the eledifiand natural gas sectors, mainly through the
regulation of rates, access to the networks, thetioning of the market and the protection of esdra.

In 2012 the AEEG was assigned with functions in @ahea of the quality, rates and costs of integrated
water services.

Water and Waste Regulatory Authorities (ATO)

In accordance with Law no. 36/1994, the ATO wated avaste regulatory authorities define the local
level of organisation of the integrated water s@siin order to overcome the fragmentation of
management and to reach suitable sizes for the ateaaged.

Ammonia nitrogen

The term ammonia nitrogen (NHrefers to the concentration of ammonia ions iewalt provides an
index of biodegradation of nitrogenous organic ames. It is expressed in mg/l.

Biogas

Term used to refer to a mixture of types of gasifigamethane) produced by natural bacterial
fermentation (in anaerobic conditions, i.e. in #fiisence of oxygen) of organic residues from waste.
BOD

The term BOD (biochemical oxygen demand) is usedefine the amount of oxygen consumed during a
specific time period (5 days for BQD at a given temperature, to biodegrade the ocgamaitter present

in the water via bacterial action (uptake of oxyd®n micro-organisms). High biochemical oxygen
demand indicates intense biodegradation of orgamitter, and may highlight the presence of organic
pollution. It is therefore an indirect measure ofigtion levels. Its value is expressed in mg/l.

Bonds

Stock loan issued by a company. These are longeains: investors are guaranteed the right to dnnua
interest payments at a fixed rate, with returrhef ¢apital on a set date.

Services Charter

The Services Charter is the document that anyyetitéit supplies a public service uses to outlige it
performance standards, declaring its goals andgrésimg specific rights to the public/users/constsne
and therefore to pledge to respect specific leskluality and quantity, with the intention of mtaring

and improving its supply and management methodsa#t established by law 273/95, which stated that
all suppliers of public services must adopt thewnoServices Charters on the basis of the general
guidelines issued for specific sectors.

CCGT

A Combined Cycle Gas Turbine is an electricity gatien plant that functions thanks to the combined
presence of a gas turbine and a steam turbine. Ct€&ihology is one of the most advanced available
today and guarantees elevated performances angigesa&ironmental compatibility.

Green certificates (GC)

GCs offer incentives for the production of eledtyidrom renewable sources. As established by law
244/07, GCs are issued by the Energy Services Mair&$pM) and regard the production of electricity
from renewable sources the previous year or theagp production levels during the current yeather
following year. They represent 1 MWh of electricity 2012, all producers or importers must intraguc
into the grid a 7.55% quota of electricity produdemin plants fuelled by renewable sources: thistguo
gradually falls as of 2013, dropping to zero by 201t is also possible to meet this obligation by
purchasing GCs from other entities.

RECO certification

RECO certification is issued by the Energy Servidesiager (ESM) and guarantees the renewable origin
of the sources used for the production of eled¢jridcvery RECO certificate is equal to 1 MWh and is
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issued on the basis of the electricity introducgd the network. RECO certificates can be transteby
producers to sales companies.

CIPE

Interministerial Committee for Economic Planningsponsible for laying down the framework for
economic and financial policies.

COD

The term COD (chemical oxygen demand) refers toatmeunt of oxygen required for the complete
oxidation of organic and inorganic compounds presera water sample. Thus, this is an index for
measuring the degree of pollution, mainly orgaimidhe water from substances which can be oxiditted.
is expressed in mg/l.

Code of Ethics

Document setting forth a number of principles amcifying conduct, commitments and ethical
responsibilities to be put into practice by memhsrthe Board of Directors, staff and collaboratofshe
company.

The Code may be described as a “Constitutional t€tfaof a company, a charter of moral rights and
duties that establishes the ethical and sociabrespilities of all those who work within the orgsation.
Cogeneration

Simultaneous production of electricity and therenadrgy (in the form of steam).

Composting

Aerobic treatment (in the presence of oxygen) ofdbgradable organic waste, whose final product is
compost, a soil improver, which can be used in tadge cultivation.

Social cooperatives

Cooperatives regulated by Law no. 381 of 8 Noveni8®1. This law breaks these cooperatives down
into two types:

- type A = cooperatives providing social, healtkl @ducational services;

- type B = cooperatives operational within the prettbn and labour sectors which have, among their
members, a level of at least 30% who are diffeyeatiled or otherwise face hardship.

Corporate governance

The processes, policies, habitual practices, lavasimstitutions which influence the manner in which
company is managed and controlled. Corporate Ganemalso covers the relations between the various
players involved (stakeholders, those who havestedenterest of any type in the company).

Warning

A warning is a deed issued by the Public Admintgiraand/or supervisory bodies in cases where, in
exercising their inspection and control activitidsy detect existing or possible future deviatifnasn
regulations and provisions of national and regidaat the warning sets a term by which breachest mus
be eliminated.

Dispatching (electricity sector)

Activities aimed at providing instructions for tse and the coordinated operation of productiontpla
the transmission grid and auxiliary services (BeirEsecree).

Dispatching (gas sector)

Activities aimed at providing instructions for thuse and the coordinated operation of extraction and
storage plants, the transport and distribution ngtvand auxiliary services (Letta Decree).

EMAS

EU Regulation no. 761/2001 which provides for tlim@ion by business concerns of environmental
management systems based on policies, programmeEedures and objectives aimed at improving the
environment, and the publication of an Environmker@tatement, to be validated by the Ecoaudit
Committee.

Primary energy

Primary energy is the energy potential presentedri@ygy carriers in their natural form, for exampie
natural gas, coal, natural uranium, water and attreewable energy sources. In the majority of tees,
the primary energy must be transformed into seagndaergy in electricity power stations, refineries
etc.

Focus group

A surveying technique based on discussions betwesmbers of a group of persons. The main aim is to
conduct an in-depth study of a specific issue lati@n to given targets. Interaction between fogrsup
members provides the basis for the surveying action

Ethical funds
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This term is used to describe mutual investmentiuwhose choice of shares, bonds and government
securities is inspired by ethical selection crdeflihese parameters are defined as exclusion/ianlus
Renewable energy sources

Renewable energy sources are: wind, solar, geottiemave motion, tidal, hydraulic, biomass, landfil
gas, treatment process gas and biogas. Biomasssniearbiodegradable part of products, waste and
residues generated by farming (including vegetasid animal substances), forestry and associated
industries, as well as the biodegradable partdisirial and urban waste.

Greenhouse gas

These gases are transparent with respect to sal@ation, and prevent the dispersion of heat frbe t
Earth, thus leading to the overheating of the apthese. Over and above greenhouse gases of natural
origin, the main greenhouse gases produced by mdnkare carbon dioxide, methane,
chlorofluorocarbons and nitric oxides.

Geothermics

The science dedicated to problems relating to thernal energy of the Earth and to the practical
applications of this energy source.

IAFR

IAFR (“Plant Fuelled by Renewable Energies”) quetdifion is a prerequisite for obtaining some of the
most important incentives for the production ofcélieity from renewable sources (issuing of Green
Certificates and access to the feed-in tariff). Hrergy Services Manager has the task of qualifying
production plants fuelled by renewable sources gmugsession of the necessary requisites has been
verified. IAFR qualification can be attained both fdants that are already operational and plargsate

at the planning stage at the time of the request.

KPI

Key Performance Indicators are specific indicagekected on the basis of corporate information sieed
They are used to carry out corporate monitoringlskkRay be financial, production-oriented, commercia
environmental or social in nature, or may regardtipla aspects.

Mobility Management

Refgrs to an internal corporate department in aghafgnanaging staff commuting.

Nm

Normal cubic metre, volume of gas at 0°C and 0.aMp

OHSAS 18001:2007

The OHSAS 18001 (Occupational Health & Safety Assemnt Series) standard is an internationally
recognised benchmark for the certification of wdake health and safety management systems.

Nitric oxides

Nitric oxides (mainly NO and NO2), gases producgdhe combustion of fossil materials. Nitric oxides
contribute to the formation of ozone in the lowenasphere and acid rain.

PCB (polychlorinated biphenyls)

Highly toxic organic compounds used in a wide ranf@pplications e.g. as fluids for capacitors and
transformers. When managing and disposing of themafal attention must be paid to ensure they ate no
released into the environment, in accordance \aitlslin force.

Leachate

Substance deriving from the filtration of water anter liquid mixtures through waste.

PM1g

Particulate matter, or dust, of a diameter of l#sn 10 microns from various sources (natural or
generated by mankind). RMincludes a variety of solid or liquid particles differing characteristics.
Given their smallness, they tend to remain suspidthe air.

Heat pump

This is a device capable of transferring heat fepinody at a lower temperature to a body at a higher
temperature, using electricity.

Waste

Legislative Decree no. 22/1997 defines waste ag sabstance or object which the holder disposes of
has decided or is required to dispose of". Thisreleclassified waste based on its origin, as udran
industrial, and, according to the level of dangermss, as hazardous or non-hazardous.

SA8000

International certification standard regarding extpfor human rights, respect for workers’ rights,
safeguards against exploitation of minors, and antaes with respect to workplace health and safety
conditions.
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TSS

The term TSS (total suspended solids), which agectuse of the turbidity of liquids, means theltota
amount of suspended solids and filterable solithés Tepresents the total amount of substancesmirese
the sample following drying, at 105°C. Its valueigressed in mg/l.

Stakeholders

Stakeholders are persons with vested interestsy ey or may not belong to the company of which
they are a stakeholder, and they may have a beanitige decisions, conduct or success of a company.
Subsidence

Sinking of the soil caused by the lowering of thnelerground water table, in turn caused by withdrawa
of groundwater at a faster rate than the natucdlaging time.

Sustainable development

“Development that meets the needs of the presehbuti compromising the ability of future generaton
to meet their own needs” (Bruntland Report, Wortthtnission for Economic Development, 1987).
District Heating

Transfer over distances of heat from thermoelegioever stations, cogeneration plants or waste-to-
energy plants through an energy vector (hot watgrerheated water, steam).

Toe

Tonnes of oil equivalent. Conventional unit of m@asent of sources of energy equivalent to 10,000
Mcal (= the energy obtained from combustion ofrant of oil).

Waste-to-energy plant

Plants using waste as a fuel to produce heat aggne

Turboexpander

Machine that transforms energy of a given kind .(@gtential energy) into mechanical energy, made
available for use via a rotating axis. The resglémergy may in turn be used for the productiontbér
energy (e.g. by coupling an alternator to the nehio enable the alternator to exploit the mectznic
energy to produce electricity).

UNI EN ISO 9001:2008

International technical standard for the certifizatof quality management systems.

UNI EN ISO 14001:2004

International technical standard for the certifizatof environmental management systems.
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