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Introducing Hera

) The Hera Group
Sustainability Report for
2011

0 contains figures for the three areas of
responsibility: economic, social and
@ environmental.
Focus on commitments made, the
results obtained and the outlook for the
future.



10th sustainability report of Hera Group > HERA

Italian local multi-utility company

Established in 2002, Hera Group implemented a “sustainable” growing strategy reported in
10 financial Statements and Sustainability reports.

Hera reference territory Mission

“Hera goal is to be the
. best multi-utility in
Italy for its customers,
L workforce and shareholders. It aims at
% achieving this goal through further develop-
S~ ment of an original corporate model capable

s Following years of innovation and of forging strong links with

the areas in which it operates by respecting
the environment.”

Bologna Ravenna




10Y developing a sustainable approach codified in Hera

MISSION ' revised

CODE OF ETHICS

Extended to third parties.

STRATEGIC PLAN, BUDGET,
SUSTAINABILITY REPORT

INVOLVEMENT | <r’,,,,,,—'—”/"'
OF STAKEHOLDER | T—

/ Ident.ify?ihg targets to main KPI

(customers, emissions, energy
efficiency, natural resource savings,
knowledge improvement ect.).

Checking constantly alignment

with stakeholders interests _
(dialog, survey, cpnventlons, OPERATIONAL PROJECTS § BALANCED SCORECARD 1
one on one meetings). : :

Variable remuneration depends on
KPI target achievement of 100%
senior and middle management.

Monitoring on quarterly basis
both targets achievement and
risk profile evolution.



10Y Ebitda growth investing in renewables " HER)

Un-interrupted growth of Ebitda Ebitda growth drivers: 70% internal
(m€) (me)
645
+151 645
+83
+219
192
‘02 03 04 05 06 07 08 09 10 11 2002 Syn&Org. G. New plants M&A 2011
Ebitda per employ New Plants developed
(€'000) (units)
99.4
op7 875 93.6
. +5 +23
654 685 42
54.8 °8.2 . +5 +1 +232MW
42.3 +4 tsomw  H1OMW
'8 11 +2 i +8MW
+13mw  HOMW

+100MW

WTE WTE Biomass Biogas Solar Cogen. Landfill 2011

‘02 '03 '04 '0O5 06 'O7 '08 '09 10 11 .
urban special




10Y Ebitda growth by business: Balanced mix maintained ,-""'—:ﬁfﬁ‘i

Market positions 2011 Group Ebitda: 645m€ Constant Ebitda growth 2002-2011
. +15% cagr >

ltalian leader 30% 194

80 new and efficient plants

Full integration of value chain

Unique expertise in Italy %8

(both in building and managing plants)

T T T T T T T T T |
‘02 '03 '04 '05 '06 '07 '08 '09 '10 '11

i ——p 294
2 °Water player in Italy 46% +10% cagr

3 °Gas distributor in Italy.
Small Elect. distr. 120
Small D.H. distr.

57k km of networks linked to remote control

‘02 '03 '04 '0O5 ‘06 '07 '08 '09 '10 '11

4th gas supplier in Italy 21% +28% cagr —» 138
Top 8 Elec. supplier

Short and flexible upstream position
15

‘02 '03 '04 '05 '06 ‘07 ‘08 '09 '10 ‘11




10Y Ebit growth accounting conservative provisioning

Un-interrupted growth of operating results
(m€)

645

‘02 ‘03 ‘04 ‘0S5 ‘06 ‘07 ‘08 ‘09 ‘10 ‘11
W Ebit M Ebitda

Safe accruals to Bad Debts

(m€)

8.4%

6.8%
5.9%

3.9% 4.5%
9%

2.0% 2,00 2:6% 2.6% 2:9%

‘02 '03 '04 05 '06 'O7 '08 '09 '10 11

Bad Debt Provision/Receivables —— Bad Debt accruals

" HER

Accruals for provisions
(m€)

77
69

33 34 29
29 e

‘02 '03 '04 '05 '06 'O7 08 '09 '10 11

Stable and conservative provisions
(m€)

0 406 421 420

40 383 395

315

157 177 162

‘02 '03 '04 05 06 'O7 '0O8 '09 "'10 11




Building up a sustainable financial profile

Capex back to “normal” development

(m€)

505
472

354 il
321 591

177

‘02 03 '04 05 06 'O7r 08 '09 10 11

Miaintenance “Normal” Development New sizable plants

Debt and maturities
(m€)

609 2,447

753

Covered by committed
credit lines 555

203

30
122 175

2012 2013 2014 2015 '16-18 '19-21 '22-'34 Total

" HER

Maintaining conservative Debt/Ebitda

3.3x
3.2X  3.0x 3.1x 3.1x

2 Bx 2.8x

1.8x 1.9x
1.3x

02 03 '04 '05 '06 '0O7 '08 '09 10 11

Progressing and sustainable DPS

(€c)

9.0 9.0
80 80 80 380

7.0
6.0
5.3

3.5

02 '03 04 05 '06 '07 '08 '09 '10 11




Hera last interim report (Q1 2012)
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Q1 2012: in line with last year results despite all

Q1 Result Highlights

+21.4% +0.2%

224 ‘iii|
T

+28.7% +0.1%

+34.6% (2.3%)
S 151
I +40.6% (2.2%)

Ebitda Ebit Pretax Net proflt
Q1'11 mQ1'12
10Y Q1 EBITDA track record
"9, 004 225
w13 ~185
c, 167

129 137 135

99
81

Q1'03 Q1'04 Q1'05 Q1'06 Q1'07 Q1'08 Q1'09 Q1'10 Q1'11 Q1'12

Hera unique business mix proven to effectively
tackle with Italian recession confirming last year
results.

Performance in operations helped compensate
higher taxes. Net profits affected by extraordinary

negative factors (~12.7m€ Cip6 incentives, expired in
Nov. 2011 and changed in fair value).

Energy commercial expansion and
procurement strategies confirmed positive
contribution also in Q1 2012.

Capex in line with Q1 '11 at ~60m€. Cash
generation fully funded capex and seasonal
change in working capital.

Net debt stable at 2,006m<€ in line with 2011 year
end level (1,987 m€).

" HER



Q1'12: solid bottom line results

Tariffs, energy prices
and market
expansion

Tax increased due to
higher  profits  of
energy activities and
additional Robin tax
and IRAP (+2.5m£).

Q111 Q112 Ch. %
Revenues 1,168.4 1,414.8 +21.1%
Ebitda 224.3 2247 +0.2%
D&A (73.0) (73.4) +0.5%
Ebit 151.3 151.4 +0.1%
Financial charges (25.9) (29.3) +13.1%
IAS (figurative) (3.8) (3.17)  (18.4%)
Financial income 1.5 1.4 (6.7%)
Pre tax Profit 123.1 120.3 (2.3%)
Tax (48.6) (50.5) +4.1%
Net income 74.5 69.8 (6.4%)
Minorities (7.7) (4.5) (42.0%)
Net profit post min. 66.8 65.3 (2.2%)

,.."=HER4

Higher financial
charges mainly due to
increase in debt and
credit spreads




Ebitda growth offsets end of Cip6 incentives

Ebitda growth Drivers

224.3 +4.3 +1.0 224.7
(4.9)
Q1'11 Cip6 Syn. & M&A Q1'12
Org.G.
Ebitda by strategic area
224.7

224.3

(17%)

+4%

Q1°'12
o ENERGY w8 NETWORKS mmWASTE = OTHER

Q1'10 Q1 "11

E=HERA

Ebitda slightly ahead of '11 outstanding results
* Growth fuelled by gas supply.

 Market expansion progressing reaching 500k
costumers in electricity at the end of March.

» M&A relates to Sadori Gas (July '11) and 4MW
solar plants (Feb. 2012).

Hera Mix, helped to absorb recession impact

* Energy increased contribution offsets mild winter
and change in fair value.

» Network Iincreased Ebitda thanks to tariffs
enhancement.

 Waste affected by recession impact on Italian
consumptions/production levels and negative one
offs derived from Cip6 expiry.




Positive operating cash flows and stable net debt

Q1 2012 cash flows

+129.6

(58.9)
(55.6)
700 481
[ |
@3 4oz
Opfr. Capex NWC  Prov. FCFpre  M&A Debt
CF extraord.  Other change

" HER

Q1°12 cash generation fully funded seasonal
effects on working capital and capex.

M&A mainly relates to acquisition of 4 solar plants
and the majority stake in a landfill in Modena
(Feronia).

Stable net debts at 2b€.

Financial debt profile:

Fixed Rate: 69%
Maturities by the end of 2014: 326.4m€
Committed credit lines: 330.0m€

* Net profit+Depreciations

10



Closing remarks

Q1 Results Highlights

+21.4% +0.2%

+28.7% +0.1%

225

224 +34.6% (2.3%)

151

+40.6% (2.2%)

Ebitda Ebit

Pretax

Net profit
Ql'11 mQ1'12

" HER

A “complicate” quarter turn out with confirming
results compared with outstanding Q1 2011
despite one offs impact and enhanced taxes.

Performance in April show a recovery of low
March gas sales and further trading
opportunities.

Progress in dry fermentation plants (bio-
digesters) will progress the model “treatment-
recovery-recycling” in all reference territories.

Innovative commercial offer “Prezzo netto”
launched in April.

DPS of 9 €c approved by AGM and will be paid at
the 7 of June.

11



Hera last business plan (up to 2015)
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Future challenging scenario opens up opportunities for Hera platform _..n"-‘—:ifERd

Sector recent issues Hera advantages build up since 2002
Energy upstream over-capacity Flexible Energy upstream position
Competition in Energy downstream Platform for cross selling and expansion
Waste infrastructure shortage Unique & integrated asset base / expertise
Gas distribution tenders Strong market share in all catchment areas
New water tariff system ATO tariff agreement up to end 2012
Robin Hood Tax Low impact thanks to business diversification

Sector financial issues

EPS/DPS downward revision Unique local- utility confirming DPS in ‘12
Financial rebalancing Financial soundness/flexibility
Portfolio rationalisation Presence limited to core areas

12



Sticking to multi-utility expansion strategies 7 HERA

HERA STRATEGIC PRIORITIES

. From 1.8 to 2.0 m customers
Downstream expansion 2.5 contracts per customer

Confirm gas distrib. in territory

Org anic g rowth Extract further efficiency gains

Aimag consolidation

External growth opportunities Gas distribution tenders

Focus on “sustainable” developm.

Selective asset development New opportunities in WTE (Fl)
. _ EBITDA +5.6% Cagr
Enhance Returns and credit standing “A grade” ratios

13



Consistent growth leveraging upon “all” drivers

2015 Ebitda Target

+38.5m€ avg/annum

+60 800
+104 +29

607

340

2010 Syn & New M&A E2015

Org. G. plants
Synergies & Organic growth New Plants
Biomass (Enomondo) project,

+26.6

Bio digesters (+12m€).

chain (+15m€).

New Plan 5Yavg

B Synergies and Qrganic Growth
W Mew plant

desorption and sorting plants, and

Other plants to complete the value

E=HERA

2011 on track with targets

+38 m€
>
+23 +6 +9 645
607
2010 Syn & New Plants M&A 2011

M&A

Org.G
Org.G.

* Including Aimag capex

14



Overview on Ebitda growth by strategic areas E==HER/

Ebitda growth

(M€)

293

195 +98

= \Waste = Energy ® Netwarks = Other

Waste Networks Energy Other
Strategy in Waste Strategy in Networks Strategy in Energy
1. Consolidate leadership 1. Win tenders/expand gas distribution 1. Expansion and cross selling
2. Increase energy/material recovery 2. Tariffs to guarantee proper return 2. Diversify procur. mix and trading
3. Efficiency/Innovation to enhanced return 3. Optimize cost to serve

3. Reach proper return in Urban Coll.

15



Capital discipline and enhanced financial structure

E2015 Cash flows

(b€)
+0.5 (0.34)
0.16
Operating Capex & Inv. Free Cash
Cash flows flows
Debt maturities
(me) 600 2447

753

555
Covered by committed
credit lines
rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr 203
175 30
122

2012 2013 2014 2015 '16-'18 '19-21 '22-'34 Total

" HER

Financial ratios

FFO/Debt Debt/Ebitda
3.1x
~20% ~2.7X

15%

2010 E2015 2010 E2015
Returns
(%)

ROI
10.5%
8.5%

2010 E2015

**
NIC 3.7 4.3

(b€)

**Net invested capital 16



10Y market valuation Multiples* == HER

EV/Ebitda P/E
-16%
106X 11 ox ° -21%
g.ox 85X 37.2x
6.4x 5.9x 6.1 6.3X 5oy 29.7x 31.4x 32.3x
5.0x 28.6x
23.4x
19.9x 17.7x
14.8x
11.7x
02 ‘03 ‘04 ‘05 ‘06 ‘07 ‘08 09 10 11 02 ‘03 '04 '05 '06 '07 ‘08 ‘09 '10 ‘11
Mkt cap/Book value Dividend yield
+42%
-30%
2.3x 8.2%
2.1x
5.8%
5.4%
1.7x 1.6x 4.3% 4.9% ]
1.2 3.1%
. 1.1x 1.1x 1.0x 1.0x 2.8% 2.8% 2.4% 2.6%
0.7x
02 03 ‘04 ‘05 '06 ‘07 '08 '09 ‘10 ‘11 02 '03 '04 '05 '06 '07 '08 '09 '10 ‘11

*multiples calculated on year end market prices of each year (in 2002 IPO price is the reference). 17



10Y of KPI track record
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People working in Hera

Internal climate index

(score 0-100)

58

50 53

'02 '03 '04 '05 '06 '07 '08 '09

Hours of training per capita

(hours per capita)

33.2

24.3 23

'02 '03 '04 '05 '06 '07 '08 '09

64
'10 '11
28.1
23
'10 '11

" HER

Accident frequency index

(n. of accidents/hour worked x 1,000,000)

73.2
67.6
56.8

201 475
424
376

32.6 296
234

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

Open ended contract employees

(average annual % of total workforce)

96.2%

95.7% 95.8% 95.5% 95.8%

94.8% 95.0%

93.7%
93.2%
92.7%

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

18



Hera strategic strength: the customer base

Residential customer surveys

(score 0-100)

67 67 65 67 69 69 70

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

Avg call center response time to customer

(seconds)

102.9

70.2 66.1

46.2
34.5 332 338 374

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

" HER

Service quality standards

Compliance with Authority std (gas, electricity, water, district heating)

98,2%*  97,7%* 94,7%* 94.6% 94.8% 95.8% 97.5% 98.6% 98.7%

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

Avg waiting time at Hera shops

(minutes)

26.9
238 23.7
207 493

146 145
10.5

'02 '03 '04 '05 '06 '07 '08 '09 '10 '11

19



Sustaining on reference territories >—=HERA

Value of supplies from “local” suppliers Values of supplies 1ISO 9001 certified

(percentage of tota)

70% 70% 68%
65% __. 62% ©06% °°° 64% 65%
°8% ; 61% 60% O e
0 0

77% 78% 79%

‘02’03 ‘04 05 ‘06 07 08 ‘09 '10 11 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11



Safeguarding the environment

CO2 emissions vs Kyoto protocol

(percentage of total)

98% .
86% 89%

o 70%
64% 57% 56%

'02 '03 '04 '05 '06 '07 '08 '09 '10 '11

Portion of renewable energy production

(innl K104 nf WTF nrodiictinon and similar)

69.2% 72.8%

67.8%
0,
58.5% 63.1%

50.8% 51.2% 51.1% >4:0%

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

" HER

Vehicles using low impact fuels

(Methane, LPG, Electric powered)

176% 184% 192%

13.7% 14.0%

7.6% 9.3% 9.2%
. (]

'02 '03 '04 '05 '06 '07 '08 '09 '10 '11

WTE emissions vs Italian legal limit

(percentage of total)

46.9%

26.3%
22.4% 21.2% 19.3% 17.1%
. 13.4% 13.0% 12.0%

'02 '03 '04 '05 '06 '07 '08 '09 '10 11

21



Safeguarding the environment

Admin. and physical fresh water leakage

(daily cubi meter/kilometer of network)

848 833 g ;g7 799

‘02 '03 '04 '0O5 '06 '07 '08 '09 '10 '11

Portion of waste disposed off in landfill

(% of total urban waste collected)

37.0% 37.3% 36.0%
30.1%

[s)
25.0% 23.1%

‘02 '03 '04 '0O5 '06 '07 '08 '09 '10 11

" HER

Quality of treated water vs legal limits

(real concentration/legal limits: bestovalue<100%))

[v)
35.5% 36.1% >0-3%

‘02 '03 '04 '0O5 '06 '07 '08 '09 '10 '11

Urban waste send to recycling

(average annual % of total)

47.8% °0-5%

42.0% 44.8%

L 9o 36:0%
26.4% 282% 28.1% 28.9% 31.2%

‘02 '03 '04 '0O5 '06 '07 '08 '09 '10 11
22



Some KPI track record bench mark
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Employees

Professional training in the main Italian

utility companies
(Per capitatraining hours 2009)

Iride

Hera

Enia
Acegas-Aps
Acea Roma
A2A

Veritas Venezia

Linea Group Holding Cremona

| |23.0

20.0

,.."=HER4

24



e HFRA
Customers ”~

Water service bill
Total avg cost per user (€/200m3)

Berlin
Zurich

975

Paris
Bruxelles
Warsav
Oslo
Helsinki
Barcellona
AVG HERA
Lisbon
Stockholm
Athens

Rome

Oo source: Utilitatis
f.% 25




Customers s~ HE

Water investments in ltaly

Capex& investm. per 1,000 cubic

meters of invoiced water

Hera 420

A2A
Veritas Venezia

Acea Roma

Mediterranea delle Acque
Genova

MM Milano

Linea Group Holding Cremona

26




CAUFPD
) -—"'_HER4
Environment ~

Non-invoiced water
(mc/km/day on 2009)

Hera
Smat Torino
A2A

Veritas Venezia

Mediterranea delle Acque
Genova

Linea Group Holding Cremona
MM Milano
Acegas-Aps

Acea Roma

66,7

27




Customers —HE

Costs for urban waste services in Italy

Total cost per user in cities with over 250,000 residents
(3 family members living in a 100 m? flat, euro)

Napoli TARSU 453
Roma TIA
Catania TARSU
Venice TIA
Milan TARSU
Palermo TARSU
Turin TARSU

Genoa TIA

Bologne TARSU
Bari TARSU
Verona TIA

Florence TIA

oo Source: Cittadinanzattiva 28




Environment > HE

Sorted waste collection in Italy

Per capita sorted collection in Italy Customers
(kg - 2009)

Hera 310
Linea Group Holding Cremona 268

Veritas Venezia

Amiat Torino

A2A

Acegas-Aps

[72]
[
©
=l
=
o
~
3
>
=

Asia Napoli

N
©




" HER

Disclaimer

> This presentation contains forward-looking statements regarding future events (which
impact the Hera Group’s future results) that are based on current expectations,
estimates and opinions of management.

> These forward-looking statements are subject to risks, uncertainties and events that
are unpredictable and depend on circumstances that might change in future.

> As a result, any expectation on Group results and estimates set out in this presentation
may differ depending on changes in the unpredictable circumstances on which they
are based.

> Therefore, any forward -looking statement made by or on behalf of the Hera Group
refer on the date they are made.

> The Hera Group shall not undertake to update forward-looking statements to reflect
any changes in the Group’s expectations or in the events, conditions or circumstances
on which any such statements are based.

> Nevertheless, the Hera Group has a “profit warning policy” , in accordance with Italian
laws, that shall notify the market (under “price-sensitive” communication rules)
regarding any “sensible change” that might occur in Group expectations on future
results.

30
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