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Letter to stakeholders
[102-14]

Sustainability reporting, if understood as a true driver of change instead of simply respecting legal obligations,
certainly cannot rest on its laurels. In particular, talking about the numbers that describe a world — our world —is no
longer sufficient. What we must do, above all, is to give a world to these numbers, which is what this report intends
to do by providing a wider and more meaningful context for Hera Group’s results, commitments, goals and vision. We
aim at offering our readers, in all their diversity, an increasingly clear and inclusive report, so that each of them can
understand — with reference to their own area of competence — the current relevance and urgency of the challenges
that orient our work as a company every day and that can inspire our individual behaviour. While it is true that we can
only improve what we measure, it is equally true that no measurement reveals its very importance unless we
recognise its deeper meaning.

We have always been convinced of this, but we have recently doubled our efforts, most of all by introducing a
strategic approach aimed at creating shared value, which we quantify every year by measuring the amount of Ebitda
deriving from business activities capable of reaching the goals of the Global Agenda and the policies introduced over
time on a local and European scale. This indicator has increased compared to 2019, reaching 420.0 million euro in
2020, equivalent to 37.4% of overall Ebitda, bolstered by improvements in all target parameters in three key areas:
Energy, Environment, and Local territory (and Business). This trend — confirmed by last three years of our work —
reassures us as it provides a clear picture of our progress and how we have honed our ability, year after year, to read
the external context and project paths that have now become essential.

It is no accident that Hera is the first Italian multi-utility to become part of the Dow Jones Sustainability Index (DJSI).
This achievement is even more significant when considering that we have been simultaneously included in both the
World and European indices, and, above all, ranked as “Industry leader” among the 3,500 companies with the highest
capitalisation in the world evaluated. This latest recognition takes now place alongside other international rankings,
confirming the quality and the nature of the path we have taken.

The social and economic consequences of the current health emergency, moreover, have ultimately made an even
more rewarding orientation towards resilience. This direction has been followed by the Group through increasingly
effective enterprise risk management policies, accompanied — as for their effects — by a constant infrastructural
consolidation and continuous improvement in our organisational assets. In particular, the reactive resilience with
which Hera has proved to be able to absorb the short-term impacts coming from specific shocks is now flanked by an
increasing emphasis on adaptive resilience. Owing to far-sighted planning, new technologies and stakeholder
involvement, this latter form of resilience has put our Company at the centre of a system that is increasingly sensitive
to and performing as for the environmental, economic and social trends of our time. After all, these are precisely the
factors underlying the Group’s ability to play a providential and perhaps even countercyclical stabilising role in 2020,
contributing to the overall resilience of our local territory’s ecosystem and distributing a gross added value coming to
1,670 million euro to our stakeholders. In such context, our initiatives aimed at supporting the most vulnerable
groups clearly proved to be very timely.

The Group has furthermore reinforced its commitment concerning climate and environment, thus consolidating our
process of alignment with the recommendations provided by the Task force on Climate-related Financial Disclosures
(TCFD). Compared to 2019, in particular, Hera has reduced by 5,4% the CO: emitted directly or indirectly, and can
thus be confident about the future path — both inside and outside the company — that will allow it to reduce total
emissions by 33% within 2030. This latter goal, calculated according to the “Science-Based Target initiative” methods,
is particularly challenging, above all considering that we are the only Italian multi-utility that has currently defined its
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own policies according to the “well below 2 degrees” scenario, making an effort to reduce the emissions involved in
our own infrastructural activities as well as those related to the energy consumed by our customers.

After all, given that our business is essential for the lives of citizens and businesses, the context in which it develops —
consisting in an indivisible combination of human, economic, social and natural resources — is no less fundamental.
This is why, in pursuing the creation of a value shared by many, Hera intends to work on an underlying balance
between three large areas, well represented today by an equal number of “Ps”, Planet, People and Prosperity, to be
conceived and developed together.

Tomaso Tommasi di Vignano Stefano Venier

Executive Chairman CEO



Methodological guide to the Report

[102-32] [102-50]

This sustainability report represents the Consolidated non-financial reporting (CNFR) of the Hera Group
(the Group). It reports — to the extent necessary to ensure understanding of Hera’s business activities — on
its performance, its results and the impact it has on the issues considered relevant and referred to in Art. 3
and 4 of Italian Legislative Decree 254/16 with reference to the year 2020 (from 1 January 2020 to 31
December 2020). In order to define the aspects relevant to the Group and its stakeholders, a structured
materiality analysis process was carried out which is described in the paragraph “The materiality analysis
and definition of contents” of this Methodological guide to the Report.

As established by Art. 5 of Italian Legislative Decree no. 254/16, this document forms a separate report and
is marked with specific wording in order to connect it to the Non-Financial Reporting required by law.

The Hera Group considers the Non-Financial Reporting to be its sustainability report, a primary tool for
managing and reporting its activities and results in the economic, environmental and social fields, as well
as a fundamental tool for providing information to and dialoguing with its stakeholders.

[102-51] [102-52]

The Sustainability Report has been drawn up and published yearly since 2002. Since 2007, it has been
approved by the Board of Directors of Hera Spa when the annual and consolidated financial statements
are approved and has been submitted to the Shareholders’ Meeting. The most recent sustainability report
was published in April 2020. This edition was approved by the Board of Directors of Hera Spa on 24 March
2021. This aspect demonstrates the central role of sustainability and corporate social responsibility in Hera
Group’s planning and control system, which brought forward the obligations introduced by the European
directive on non-financial reporting by more than ten years.

The document is widely disseminated to all of the Group’s stakeholders through publication on the
company’s website and distribution and presentation to all Group workers.

In addition to the performances and goals achieved, the sustainability report provides the principles
which guide Hera Group’s actions, the future objectives, the results of its dialogue with stakeholders and
its existing initiatives. Special focus was given to case studies: projects that particularly demonstrate the
Group’s commitment towards sustainability and the creation of shared value and the relative results
achieved in these spheres.

The structure of the sustainability report is the direct consequence of the strategic approach aimed at
creating shared value that Hera Group has adopted since 2016 to respond more effectively to the
challenges of sustainable economic development at global and local level, and to make the value generated
through the local area more tangible.

The glossary in the appendix explains the technical terms used, while the analytical list of contents makes
it easier to read the document.

The scope of reporting
[102-5] [102-45]

The scope of the economic and financial data and information is the same as Hera Group’s consolidated
financial statements as at 31 December 2020. The scope of the social and environmental data and
information includes all the companies consolidated using the line-by-line method in the Group’s
consolidated financial statements, as reported below.



Companies included in the scope of reporting

>—=HER/ EEHERAcomm EEHERlebienfe = AcegasApsAmga marche.“

e Hera Spa e Hera Comm Spa o Herambiente Spa e AcegasApsAmga Spa * Marche Multiservizi
e Acantho Spa o Amgas Blu Srl e Aliplast Spa o AcegasApsAmga Servizi Energetici Spa
o HERAtech Srl o Estenergy Spa - Aliplast France Spa e Marche Multiservizi
o Hera Trading Srl - Ascopiave Energie Spa - Aliplast Iberia - Hera Servizi Energia Srl Falconara Srl
o Inrete - Ascotrade Spa - Aliplast Polska - Tri-Generazione Scarl
Distribuzione - Blue Meta Spa e ASA Scpa e Aresgas EAD
Energia Spa - Etra Energia Srl o Feronia Srl - Aresenergy Eood
o Uniflotte Srl - Hera Comm Nordest o Frullo Energia Ambiente - Black Sea Gas Company Eood
Srl Srl e Hera Luce Srl
e Hera Comm Marche Srl e Herambiente Servizi
e Wolmann Spa Industriali Srl
® Hestambiente Srl

[102-10]

These changes were made to the 2019 scope:

e Wolmann Spa, a company specialised in creating ad hoc solutions for those who wish to invest in
solar energy as an energy source for their house or company, was acquired by Hera Comm Spa and
consolidated line-by-line starting 31 December 2020;

e Alimpet Srl was merged to be incorporated in Aliplast Spa, effective as of 1 January 2020;

e A Tutta Rete Srl was merged to be incorporated with Inrete Distribuzione Energia Spa, effective as
of 1 January 2020;

e Cosea Ambiente Spa was liquidated, with sale of its "Fleet and container management" branch to
Uniflotte Srl and its "Environmental Services" branch to Hera Spa;

e Pistoia Ambiente Srl was merged to be incorporated in Herambiente Spa, backdated for accounting
purposes to 1 January 2020;

e Sviluppo Ambiente Toscana Srl was liquidated and demerged.

Even if not included in the scope of consolidation, information relating to the company Enomondo Srl (in
which Herambiente holds a 50% interest) which manages a biomass plant, has been reported. This
information includes the aspects linked to atmospheric emissions, energy generation and waste disposal.

In order to compare data over time and to assess the performance of the Group's activities, the
comparative data relating to the two previous years has been included, if available. Furthermore, to ensure
that the Group’s performance is correctly represented and that the figures are reliable, estimates have
been used as little as possible. When using estimates, they are based on the best available and
appropriately reported methodologies. Any changes to the scope indicated above are appropriately
reported in the document and, where present, do not compromise the proper representation of the
business activity.

The reporting standards
[102-12] [102-54]
This sustainability report/CNFR has been drawn up in compliance with the “Global Reporting Initiative

Sustainability Reporting Standards” defined by the Global Reporting Initiative (GRI) according to the “In
accordance” — Core option.



For the definition of value added and its distribution to stakeholders the “Standard GBS 2013 - Principles
for drawing up sustainability reports” defined by Gruppo di studio per il Bilancio Sociale (GBS) was also
used.

Furthermore, as a result of the commitments undertaken by the Group in relation to the Global Compact
(United Nations), the report represents the yearly Communication on Progress that is submitted to this
institution.

D\s.\l ,/" ) L
[ \ This is our Communication on Progress
: \‘\ TQ’ in implementing the principles of the
‘ United Nations Global Compact and
\ / supporting broader UN goals.
COMMUNICATION ON We welcome feedback on its contents.
PROGRESS

During 2020, the Hera Group made progress in its alignment with the Recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD), published in 2017 by the Financial Stability Board, and the
Guidelines of the European Union on the communication of the information relating to the climate. This
report states the process of adhering to and aligning with the recommendations of the Task Force,
approved by the Management Review Committee in December 2020 and that saw the involvement of a
designated interdepartmental team comprised of the Shared Value and Sustainability, Risk Management,
Strategic Planning, Energy Management, and Administration, Finance and Control departments. Important
information has already been included in the report in line with the TCFD Recommendations, such as an
overview of the Group's total emissions by supply chain, the fine-tuning of the Scope 3 indirect emissions
inventory, a table with the main GHG targets and indicators in the appendix, the description of the bonus
system linked to climate objectives, the description of the governance processes regarding climate-related
risk supervision and management, and lastly, some initiatives identified to reduce risks and anticipate the
opportunities arising from climate change (see chapter Climate change mitigation).

Structure of the report

The Hera Group adopts a strategic approach to corporate social responsibility and sustainability based on
the theory of Shared Value (Csv, “Creating shared value”), which highlights how a company can enhance its
competitiveness while at the same time generating a positive impact on society, meeting the needs of a
social and environmental nature of the communities and local areas where the company operates.

The sustainability report reflects this approach also in the very layout of the contents. In addition to
quantifying the shared value EBITDA, introduced for the first time for the purpose of drafting the 2016
sustainability report, this report also focuses on the activities, results, case studies and investments related
to shared value creation.

The CSV approach turned into a model (CSV model) which was constructed through the analysis of the
global and local scenario, identifying three drivers and nine impact areas of interest to the Hera Group.
Each driver was associated with the main Sustainable Development Goals (SDGs), defined by the 2030
Agenda of the United Nations, which the Group intends to meet. Over the course of 2020, the CSV model
underwent updating, which is shown in the section "Shared value", which saw the introduction of some
new aspects in the stage of analysis of the scenario.

The sustainability report is divided up into three main sections: Sustainable strategy and shared value;
Shared value; Bases and organisational levers.

The “Sustainability strategy and shared value” section contains the introduction chapter (About us) and
references with regard to sustainability management ("Hera Group for the planet, people and prosperity"
chapter) and shared value ("Shared value" chapter).

The “Shared value” section contains for each defined impact area, the present and future scenario (status
indicators, policies, targets and megatrends) and the Group’s responses: improvement objectives,
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performance indicators and case studies. The impact areas are divided up respectively in these chapters:
Pursuing carbon neutrality; Regenerating resources and closing the loop; Enabling resilience and
innovating.

Lastly, the “Bases and the organisational levers” section contains all relevant corporate social
responsibility aspects, but doesn't directly answer the challenges and goals to the creation of shared value:
Governance and creation of value; Quality, cost and safety of customer services; People; Suppliers. These
must be considered as the basis for generating shared value and, at the same time, as organisational levers
through which value can be increased over time.

The reporting process

In addition to the previously listed guidelines, the sustainability report was drawn up in compliance with a
specific Group internal procedure issued in 2012, later updated in 2015 and 2019. This procedure describes
the activities required for planning, achieving, approving, disclosing and presenting the report, as well as
the associated roles and responsibilities.

The social and environmental sustainability objectives set out in the sustainability report were defined
with reference to the planning and control instruments used by the Group: 2020-2024 business plan, 2021
budget and 2021 balanced scorecard. These interconnected instruments contain sustainability objectives
which have an impact on stakeholders. In particular, the business plan includes sustainability-related
indicators for which quantitative targets have been defined.

The collation and the consolidation of the information and data presented in the sustainability report took
place by means of the use of dedicated software: data and information were directly communicated via the
software by the contact individuals and were subsequently validated by the designated managers in the
internal procedure.

[102-48]

Any changes in calculations compared to previous years are properly listed in the notes to the tables.

The Management Review Committee and the work group
[102-53]

The sustainability report was drawn up by the Shared Value and Sustainability Department of Hera Spa
(bs@gruppohera.it), with the participation of numerous contact individuals, both in terms of data collection
and for the descriptions and comments. The preparation and supervision of the work, as well as the
approval of the improvement objectives and of the document to be submitted to the Board of Directors
was carried out by the Management Review Committee, made up of the Chairman, the CEO and 16 Group
directors.

Thanks to all the 209 persons involved in the preparation of this Sustainability Report.

Auditing of the report
[102-56]

The Consolidated non-financial reporting is subject to a limited audit (“limited assurance engagement” in
accordance with the criteria indicated by the ISAE standard 3000, Revised version) by the independent
auditing firm Audirevi Spa. These activities concluded with the issue of the “Independent auditors’ report”
presented at the end of this document.

It should be noted that the quantitative information contained in the Non-Financial Reporting, which does

not refer to the indicators reported in the "GRI Contents reference table", has not been specifically

examined by Audirevi Spa. This information has been presented voluntarily, also on the basis of the
9



materiality analysis, to supplement that required by Italian Legislative Decree no. 254/16 and by the
reporting standards adopted by the Hera Group.

The stakeholders and the materiality analysis

Hera’s stakeholders
[102-21] [102-40] [102-42] [102-43] [102-44]

Hera Group's stakeholder map has been defined starting off from a survey of its stakeholders. Each
category of stakeholders identified presents particular interests and priority topics and is listened to
through specific dialogue and involvement initiatives.

The materiality analysis and definition of the contents
[102-46]

Non-financial and sustainability reporting is preceded annually by the analysis and identification of
material topics for the Hera Group and its stakeholders. Specifically, the relevant aspects are selected
according to the size of the impacts (positive and negative) generated and the repercussion they may have
on stakeholders' decisions. The process for defining the material topics is based on the analysis of internal
and external documents which brings to light the most relevant topics related to the shared value and
sustainability, which the reporting must focus on.

To identify the topics linked to the Hera Group's activities with an economic, social and environmental
impact, the business plan and risk analysis were analysed. Thanks to these two documents, it was possible
to comprehend the strategic priorities and the main risks monitored and how these can affect the shared
value and sustainability dimension.

In order to understand the material topics for stakeholders, the external scenario relating to the three
drivers of shared value, the main regulatory changes, the press review, the issues raised during the
HeralABs and the main issues arising from other engagement activities (including the internal climate
survey and the customer satisfaction survey) were taken into account.

So the external context concerning the three drivers identified for the creation of shared value was then
analysed: pursuing carbon neutrality, regenerating resources and closing the loop, enabling resilience and
innovating. For each of the three drivers, global, European, national and local policies were analysed in-
depth to define the priorities for change towards sustainability; this involved 89 policies, including the 2030
UN Agenda, in relation to which the commitments and the most significant quantitative targets for Hera’s
activities were considered. This set of policies was joined by nine new policies analysed in 2020.
Regarding the press review, the presence of information regarding the Hera Group was analysed in the
leading national, regional and local newspapers by highlighting the topics that showed greater visibility in
more than one local area (articles and topics with overall negative visibility index above one thousand
points or positive visibility index above 5 thousand points were selected).
The HeralLABs were then considered, encounters with stakeholders which have the purpose of proposing
initiatives for involving the reference area and improving the sustainability of the services offered,
periodically checking their effectiveness. During the various LAB meetings, aspects of interest to the
categories of stakeholders which take part in them are proposed and analysed, and improvement initiatives
are identified which are jointly planned by Hera and the LAB itself.
Lastly, the annual customer satisfaction survey assesses the quality of services offered and customers'
satisfaction with the Group, also highlighting the aspects that are of particular importance in determining
customers’ overall satisfaction. The biennial employee satisfaction survey, dialogue activities with
consumer associations and the Area Managers' activities also contributed to the definition of material
topics.
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The material topics identified as a result of this analysis are submitted to the Management Review
Committee, which approves selection so that they can then be added to the full list of the material topics.

[102-47] [102-49]

Based on the materiality analysis on the topics presented in the 2019 sustainability report, contents and
data relating to the TCFD Recommendations and the strategy and results of the Group in terms of
resilience and adjustment to outside risks (climate change, health emergency, water stress) were reported
and examined.

The material topics identified after the most recent materiality analysis are listed below, in order of
importance to the Group and to its stakeholders:

e Transition to a circular economy;

e Resilience and adjustment;

e Promotion of energy efficiency and spreading renewable energy;

e Digitalisation, innovation, data analytics, artificial intelligence, cyber security;

e Sustainable management of water resources;

e QOccupational Health and Safety;

e Air and soil quality;

e Reduction of greenhouse gas emissions (climate change);

e Integration of climate change in the governance, the strategy and the analysis of the risks;

e Safety and continuity of the service provided to customers;

e Environmental impact of waste treatment plants;

e Local development of the area, indirect economic impacts and social inclusion;

e Quality, costs of waste collection and city integrity service;

e Training and professional development, remuneration and incentives;

e Compliance with environmental and social regulations;

e Economic value for stakeholders;

e Management of the supply chain;

e Diversity;

e Quality and consumption of the mains water;

e Commercial relations with customers through branches, call centres and the web;

e Anti-corruption activities.

Breakdown of the information required by Italian Legislative Decree no. 254/2016 and relevant aspects
[103-1]

Each sphere of Italian Legislative Decree no. 254/16 has been reported on within this report, in accordance
with current legislation. There are various material topics identified in the above-mentioned analysis are
consistent with the Decree on the non-financial information.

The following table summarises the material topics (listed in order of importance) and their link with
aspects of Italian Legislative Decree no. 254/16, the reason why the topic is relevant, the Green bond and
GRI reference standard, the scope of the impact and the reference stakeholders.

Area Scope of the impact
Material topic It. Leg. Dec. no. Description Indicators
254/16 Internal External
Transition Environmental topics  In its capacity as waste management Group
towards a Art. 3.2, paragraphs a, services operator, the Hera Group is GRI 306-2 companies Local community
circular b, c) committed to the development of a which manage
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Area

Scope of the impact

Material topic It. Leg. Dec. no. Description Indicators
254/16 Internal External
economy business model increasingly oriented waste
towards the circular economy. In fact, GB7 management
Hera is committed to increasing services and
recycling and recovery (of material and waste
energy), decreasing conferring material
to landfills, promoting waste GBS treatment
prevention initiatives and improving plants
internal circularity.
As operator of water services and gas
and electricity distribution services, the Group

Environmental topics
Art. 3.2, paragraphs a,
b, c)

Resilience and
adjustment

companies that
manage water
and energy
services

Hera Group has to handle the

management of the water and energy *
networks following a rationale of

resilience and adjustment to outside

events.

Local community

Promotion of
energy
efficiency and
spreading
renewable
energy

Environmental topics
Art. 3.2, paragraphs a,
b, c)

The Hera Group, as an energy services
provider, is committed to reducing
internal and customer energy
consumption, offering solutions aimed
at energy efficiency and
decarbonisation. Hera also fosters
more widespread use of renewable
energy, which it produces mainly by
exploiting the organic media of waste
(e.g.: biomethane) and which it offers
to its customers by means of dedicated
offers.

GRI302-1

Group Customers

Innovation,
digitalisation,
data analytics,
artificial
intelligence,
cyber security

Social topics
Art. 3.2, paragraph d)

The Hera Group, through the
Innovation Department, develops
innovative projects within the context
of digitalisation, data analytics and
business intelligence, committed to
innovating and digitalising internal
processes and external services, in
order to make its business more
efficient, reliable, secure and circular.

Group Local community

Sustainable Environmental topics
management of Art.3.2, paragraph a,
water resources b, c)

The Hera Group, being an operator of
water services, undertakes to
guarantee its customers the perfect
quality of the water together with all
the technical services indispensable for
maintaining the continuity of the
supply. Furthermore, Hera is involved
in water management activities (for its
own consumption and that of its
customers), along with sewage and
wastewater treatment sector upgrade
and network resilience activities.

Customers

Local community

Aspects regarding HR
management

Art. 3.2, paragraphs c,
d)

Occupational
Health and
Safety

The Hera Group safeguards a healthy
and safe work environment,
committing itself to measures to
reconcile the work-life balance, as well
as to maintaining a consistently low
lost time injury rate. Furthermore,
Hera considers possession of the Iso
45001 certification to be a social
criteria in the process for the
identification, selection and monitoring
of suppliers, and monitors the main
lost time injury indices for the main
suppliers of goods and services.

Employees Suppliers

GRI 403-8
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Area
It. Leg. Dec. no.
254/16

Material topic

Description

Indicators

Scope of the impact

Internal External

Environmental topics
Art. 3.2, paragraphs a,
b, c)

Air and soil
quality

When managing energy production
and waste-to-energy plants, the Hera
Group commits itself to maintaining
the air quality levels much higher than
the minimum regulatory limits. When
managing the company vehicle fleet,
too, comprising over 4 thousand
vehicles, it sets itself the objective of
preferring those which have a minor
environmental impact. Furthermore,
the Group is involved in the
development of its own offers in the
electric mobility field and in the
increase in the efficiency of the district
heating service.

With regard to land protection, the
Group assesses the design and
planning of its plants and
infrastructures seeking to limit
consumption.

GRI 305-7

GB6

Group Local community

Reduction of
greenhouse gas
emissions
(climate
change)

Environmental topics
Art. 3.2, paragraphs a,
b, )

The Hera Group is committed to the
reduction of greenhouse gas emissions
produced directly (scope 1), indirectly
deriving from the purchase of
electricity acquired (scope 2) and
indirectly, but consequent to its own
business activities through the value
chain (scope 3). This commitment is
also guaranteed by the annual
participation in the Carbon Disclosure
Project questionnaire and by the
process of gradual alignment with the
recommendations of the Task Force on
Climate-related Financial Disclosures
and the Guidelines of the European
Union on the communication of
climate-related information, launched
in 2020.

GRI305-1

Customers
Group Local community

Suppliers

Integration of
the climatic
aspects in
governance, in
the strategy
and in the
analysis of the
risks

Environmental topics
Art. 3.2, paragraphs a,
b, c)

During 2020, the Hera Group
continued down its path of analysis
and alignment with the
Recommendations of the Task Force
on Climate-related Financial
Disclosures (TCFD) and the Guidelines
of the European Union on the
communication of the information
relating to the climate, published in
2017 by the Financial Stability Board.
The Hera Group gradually complied
with the TCFD Recommendations,
integrating them in its reporting
instruments. The defined alignment
process was approved by the
Management Review Committee in
December 2020 and also envisaged the
establishment of a dedicated inter-
functional team.

Group

Safety and
continuity of
the service
provided to

Social topics
Art. 3.2, paragraph d)

The Hera Group handles basic services
for customers and the local
community, such as the supply of
water, gas and electricity, as well as
waste collection. For this reason, it

13
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Area

Scope of the impact

Material topic It. Leg. Dec. no. Description Indicators
254/16 Internal External
customers undertakes to guarantee a safe and
reliable service, limiting interruptions.
The Group is committed to ensuring GB10
the resilience of its electricity grids and
water networks, with a view to
adaptation to the climate change.
When managing the waste treatment Group
plants also close to urban contexts, the .
Hera Group is particularly careful not companies
Environmental to create inconveniences for the which manage
impact of waste Environmental topics  reference community. Hera carries out waste
treatment Art. 3.2, paragraphs a, environmental impact assessment and GRI 305-7 management  Local community
plants (NIMBY b, c) screening procedures aimed at services and
syndrome) assessing the effects of the works waste
(both at construction site level and in treatment
the project stage), on the environment |
and on human health and well-being. plants
GRI201-1
The activities managed by the Hera GRI 201-4 Suppliers
Local Group (water, waste management and
development of energy services) generate significant GRI 203-1 Shareholders
the area, Social topics indirect impacts on the reference area.
indirect These include the distribution of value GRI 203-2 Group .
economic Art. 3.2, paragraph d) added to the various categories of Local community
impacts and stakeholders, the lead-on employment GRI 204-1 Publi
Ty : of the suppliers, social responsibility in ublic
social inclusion tenders with the social clause. GRI401-1 Administration
GRI1413-1
) The Hera Group manages municipal GRI 417-1 )
Quality, costs of waste collection services in the area Local community
waste collection Social topics served and, in order to guarantee the GRI 417-2 Grou
and city Art. 3.2, paragraph d)  quality of the service provided, P Public
integrity service commits itself to observing minimum GRI 417-3 Administration
standards.
The Hera Group considers the training
and professional development of its
employees to be fundamental, and GRI404-1
demonstrates this through the average
Training and . per capita training hours for its
professional Aspects regatrdln8 HR  employees, the nudmerous traidning
managemen activities organised at HerAcademy,
developme.nt, Art. 3.2, paragraphs c, _the leadership model and the GRI404-2 Employees
remL.lnerat{on d) development process, which assesses
and incentives over 5 thousand employees each year.
Furthermore, Hera defines and applies
a remuneration and incentive policy GRI 404-3
aimed at attracting, motivating and
retaining its human resources.
When handling the services provided
and managing its plants, the Hera
Compliance Group observes the environmental and GRI 307-1
with Environmental topics social legislation, also in the event of
environmental  Art. 3.2, paragraphs a, OUtéourced activities. Ff°m an Group Employees
. environmental standpoint (emission
and SOC'I(J/ b, c) limits and water quality), Hera sets
regulations itself more challenging objectives than GRI419-1

those envisaged by the law, carrying
out period checks care of its plants.
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Area
It. Leg. Dec. no.
254/16

Material topic

Description Indicators

Scope of the impact

Internal External

Economic value
for the
stakeholders

Social topics
Art. 3.2, paragraph d)

The activities managed (water, waste
management and energy services)
generate economic value which the
Hera Group distributes to the
reference stakeholders. The main
stakeholder categories affected are:
suppliers (local supplies), employees
(remuneration), shareholders (dividend
distribution), local community
(sponsorship and donations) and the
Public Administration (taxes, levies,
fees).

GRI201-1

Suppliers

Shareholders
Group

Local community
Employees

Public
Administration

Management of Social topics
the supply chain Art. 3.2, paragraph d)

GRI204-1

The activities managed by the Hera
Group (water, waste management and
energy services) generate significant
indirect impacts on the reference area.

GRI1419-1

Suppliers

Aspects regarding HR
management

Art. 3.2, paragraphs c,
d)

Diversity

The Hera Group protects the rights of
all the employees, undertaking to
guarantee equal opportunities and to
value diversity. In 2009 Hera signed the
Equal Opportunities Charter and in
2011 established a Diversity manager
who, together with a work group,
defines projects, activities and
initiatives concerning diversity and
inclusion.

GRI1401-1

GRI405-2

Employees

Quality and
consumption of
the mains
water

Social topics
Art. 3.2, paragraph d)

GRI416-1

The Hera Group manages water
services and has wastewater treatment
and purification plants. Therefore, it is
committed to ensuring high levels of
wastewater treatment and

purification, including through the
planning of improvement measures for
plants and networks.

GRI1417-3

Customers
Group
Local community

Commercial
relations with
customers
through
branches, call
centres and the
web

Social topics
Art. 3.2, paragraph d)

The Hera Group manages essential

services for customers and the local

community, and believes it is

fundamental to ensure a quality

service, also with regard to assistance *
via physical and web channels. In fact,

Hera is constantly committed to

reducing the waiting time at branches

and call centres.

Customers
Group
Local community

Fight against
corruption
Art. 3.2, paragraph f)

Anti-corruption
activities

The topic is transversal to all the
businesses managed and is material
especially in the purchasing and
tenders sphere and in the dealings
with the institutions; the majority of
Hera Group’s supplies are in fact
handled by means of tenders,
important supply contracts and the
like.

GRI 205-1

GRI 205-2

GRI 205-3

Group Suppliers

Respect for human
rights
Art. 3.2, paragraph e)

Respect for
human rights
(non-material)

The issue of respect for human rights is not regarded as material because the Group's operational
offices are located mainly in Italy or in countries in which a significant risk from this point of view
has not been noted. This assessment also takes into account the aspects indicated in the chapter
"Innovation and contribution to development" (section: "The impact of supplies on the areas")
where the origin of foreign supplies is highlighted. Supplier audits on social responsibility did not
reveal any critical issues in this sphere (see "Suppliers” section).
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*Specific GRI indicators are not available for certain material topics. Despite this, their reporting is carried out by
means of other indicators and information relating to the same within the following sections: “Resilience and
adjustment", "Customer relations” and “Risk management”.

With regard to tax transparency, Hera Group operates essentially on the Italian territory and, in line with
the principles defined by the Code of Ethics, adopts principles of transparency for the purposes of
compliance with tax legislation, fulfilling its obligations regarding direct and indirect taxes. Tax aspects are
assessed and managed in accordance with applicable tax regulations. The management of relations with
the tax authorities is delegated to relevant Group functions. Hera guarantees transparency and fairness in
relations with the tax authorities with which relations are maintained; in order to resolve any dispute, in a
collaborative spirit, Hera undertakes to provide to national and local authorities all the information
requested, in a complete, correct, adequate and timely manner.

[102-12]

The main management models (Art. 3.1, paragraph a) of Italian Legislative Decree no. 254/16) adopted by
the Group, relating to the aspects of Italian Legislative Decree no. 254/16, are:

e Organisational model for corporate crime prevention (Italian Legislative Decree no. 231/2001)

e Management system for corporate social responsibility or supplier audit system which is based on

criteria similar to that of the Sa 8000

e Iso 14001 environmental certification

e |s0 9001 quality certification

e Iso 50001 Energy efficiency certification

e |so0 45001 occupational safety certification

e Iso 37001 corruption prevention certification.

The company policies (Art. 3.1, paragraph b) of Italian Legislative Decree no. 254/16), again with regard to
these aspects, are the following (published on the Group’s website):

e Code of Ethics and related implementing systems (Ethics and Sustainability Committee and its

functioning regulations)

e Quality and sustainability policy

e Data protection policy

e Remuneration policy

e Corruption prevention model.

The Hera Group has also signed the following commitment declarations:

e Charter for equal opportunities and equality in the workplace (furthered by the Italian Ministry of
Employment and the Italian Ministry for Equal Opportunities, Sodalitas Foundation, Impronta Etica,
AIDAF, AIDDA and UCID)

e Manifesto Valore D, for female employment

e Patto Utilitalia for inclusion in the company

e CEOs call of Csr Europe “a New Deal for Europe”

o  Women’s Empowerment Principles (WEPs) of UN Global Compact and UN Women

e UN CEO Water Mandate

e New Plastics Economy Global Commitment of the Ellen Mac Arthur Foundation

e European strategy for plastics - voluntary pledges

it complies with the following organisations/programmes of international importance:
e UN Global Compact (Hera is a founding member of the Global Compact Network Italia Foundation)
e Ellen MacArthur Foundation

and supports the Task force on Climate-related Financial Disclosure (TCFD) set up by the Financial Stability
Board.
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https://www.gruppohera.it/binary/hr_gruppo/qsa_politiche_gruppo/Politica_per_la_Qualit_e_la_sostenibilit_30.07.2019_alta_risoluzione.1575360909.pdf
https://www.gruppohera.it/binary/hr_gruppo/privacy/Politica_per_la_protezione_dei_dati_personali_2018_post_DCLS.1533047681.pdf
https://www.gruppohera.it/gruppo/corporate_governance/politiche_remunerazione/

Hera’s risk management model (Art. 3.1, paragraph b) of Italian Legislative Decree no. 254/16) is also
supplemented by environmental and social aspects, as described in the section “Sustainability and risk
management”.
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Sustainable strategy and Shared value

About us
[102-1] [102-3] [102-4]

The Hera Group is one of the major multi-utility companies in Italy: it offers the sustainable management of
several public services to over 4.2 million citizens in 311 municipalities spread over five Italian regions
(Emilia-Romagna, Veneto, Friuli-Venezia Giulia, Marche and Tuscany). Aresgas, an AcegasApsAmga
subsidiary, deals with the distribution and sale services of natural gas to around 23 thousand customers in
Bulgaria. The group also operates in other European countries through its subsidiary Aliplast with its own
plastic recycling plants.

[102-2]

The Hera Group provides energy (distribution and sale of gas and electricity), water (aqueduct, sewage and
wastewater treatment) and waste management (waste collection, recycling and treatment) services to
citizens and Group enterprises.

The Group’s strengths lie in:

e the balance of its services, comprised of services managed according to free market criteria (sale of
gas and electricity, and waste recycling and treatment) and regulated services (gas and electricity
distribution, integrated water services and waste collection, recycling and treatment);

e strong roots in the local area in which it operates and deep focus on sustainability;

e a widespread shareholding structure with around 20 thousand shareholders.

Main awards in 2020

The Hera Group’s process of expansion is also marked by the awards received. Among the most recent
awards, the main ones are:

o Dow Jones Sustainability Index (DJSI): Hera is the first Italian multi-utility to be included in the
DJSI, the most authoritative international stock index evaluating social responsibility, managed by
S&P Global;

e Gold Medal from S&P Global 2021, the highest recognition reserved for companies included in the
Dow Jones Sustainability Index (DJSI), for the best environmental, economic and governance
performances;

e Webranking by Lundquist for communication of listed companies: Hera placed 6th in Italy and for
the first time has entered the European Ranking (Top 500) where we are among the Top 100;

e Hera Group included in the Bloomberg Gender-Equality Index 2021, which awards companies that
invest in gender equality and in the protection of diversity and inclusion;

e Hera among the best global companies in the Diversity&Inclusion Index of Refinitiv;

e Top Employers 2021 award for Hera's strategy focused on people, with investments in welfare,
training and diversity, with an organisation promoting agility in work and digitalisation;

o Index Future Respect: Hera's sustainability report has been included among the 44 most
appreciated reports by Consumers according to ConsumerLab;

e i/d italiadecide: special mention for the Sant'Agata Bolognese plant, which transforms waste from
separate waste collection into biomethane to power public and private transport serving the
community.
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Hera confirmed among the top performers in all sectors in Italy

The Hera Group confirmed its leading position in Italy in all businesses in which it operates and obtained
the following ranking, compared to other listed companies:

1st operator in the environmental sector for treated waste

2nd operator in the water cycle sector for volumes of water supplied

3rd operator in the distribution of gas for volumes supplied

3rd operator in the sale of gas and electricity for number of customers

4th operator in the public lighting sector for number of light points managed
5th operator in the electricity distribution sector for volumes distributed.

Internally processed using 2019 public data (Source: Arera and reports of main multi-utilities)

Services provided
[102-6] [102-7]

Hera’s growth has developed with a strong focus on the aspects of sustainability with regard to regulated
services (distribution of gas and electricity, water service and waste collection) and services managed
according to free market criteria (hazardous waste disposal, sale of gas and electricity). Development was
balanced across the sectors, creating shared value for the local area and placing sustainability and quality at
the core of the services it manages.

Energy services
Sale and distribution of gas and
electricity, district heating, heat
management and public lighting

Integrated water service
Civil and industrial aqueduct,
sewage and wastewater
treatment

Waste management
services
Collection, recovery, treatment
and disposal of municipal and
special waste

Customers

Gas: 2.1 million
Electricity: 1.3 million
District heating: 13 thousand

Water: 1.4 million

Municipalities
served

Gas distribution: 222
Electricity distribution: 26
District heating: 16
Public lighting: 188

Aqueduct: 226
Sewage and wastewater
treatment: 227

Waste collection: 187

Residents 3.4 million 3.6 million 3.2 million
served
Waste collected: 2.2 million
Volumes Gas sold: 13.2 billion cubic metres Water sold: 285.9 million cubic tonnes
Electricity sold: 12.8 TWh metres Waste treated: 6.6 million
tonnes
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Customers and municipalities served in the local areas (regulated services)

Waste

Local area Company Energy services Water services management Atslzf:itczne
services

ellaie Hera 831 thousand 866 thousand 776 thousand 866 thousand
(94%) (98%) (87%) (98%)

Ferrara Hera 291 thousand 248 thousand 133 thousand 304 thousand
(85%) (72%) (39%) (88%)

Forli-Cesena Hera 325 thousand 395 thousand 215 thousand 395 thousand
(82%) (100%) (54%) (100%)

Imola-Faenza Hera 194 thousand 256 thousand 256 thousand 256 thousand
(76%) (100%) (100%) (100%)

Modena Hera 480 thousand 472 thousand 500 thousand 503 thousand
(68%) (67%) (71%) (71%)

Padua AcegasApsAmga 210 thousand 300 thousand 270 thousand 340 thousand
(22%) (32%) (29%) (36%)

Pesaro-Urbino Marche 242 thousand 275 thousand 264 thousand 321 thousand
Multiservizi (60%) (69%) (66%) (80%)

Ravenna Hera 238 thousand 275 thousand 275 thousand 275 thousand
(87%) (100%) (100%) (100%)

Rimini Hera 35 thousand 336 thousand 320 thousand 336 thousand
(10%) (100%) (95%) (100%)

Trieste AR 219 thousand 229 thousand 202 thousand 231 thousand
(94%) (99%) (87%) (100%)

Udine and Gorizia | AcegasApsAmga 394 (t:;;;and - - 394 (t:;;;and

3.4 million 3.6 million - 4.2 million,
Hera Group (64%), 226 (67%), 227 3-2million (59%), | ;g0\ 314

municipalities

municipalities

187 municipalities

municipalities

Number of municipalities, residents and percentage compared to total residents in the province or in the reference
area (as at 1 January 2020, source: Istat) in which Hera manages at least one energy service (distribution of gas,
electricity or district heating), water service (aqueduct, sewage or wastewater treatment) and waste management
service (separate or non-separate waste collection, or sweeping). The local area of Imola-Faenza includes three
municipalities belonging to the Province of Florence in which Hera manages energy, water and waste management
services. The Padua area includes one municipality from the Province of Venice in which AcegasApsAmga manages
water services. The area of Pesaro-Urbino includes six municipalities belonging to the Province of Ancona in which
Marche Multiservizi, through the subsidiary company Marche Multiservizi Falconara, manages the waste management

services.

Mission and values

[102-16]

The mission

Hera’s goal is to be the best multi-utility in Italy for its customers, workforce and shareholders. It aims to
achieve this through further development of an original corporate model capable of innovation and of
forging strong links with the areas in which it operates by respecting the local environment.

For Hera, being the best means inspiring the pride and trust of:
e customers who, thanks to Hera’s responsiveness to their needs, receive quality services that satisfy
their expectations;
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e women and men who work at Hera, whose skills, engagement and passion are the foundation of
the company’s success;

e shareholders, confident that the economic value of the company will continue to be generated, in
full respect of the principles of social responsibility;

e reference area, where economic, social and environmental wealth represent the promise of a
sustainable future;

e suppliers, key elements in the value chain and partners for growth.

The values
Integrity, proud to belong to a Group of people known for their honest 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 responsibility: to be a company that is built to last, and to
improve society and the environment for future generations

Service quality and excellence: putting customers first, as a trustworthy provider of services and safety
Efficiency: promoting the value of available resources, never wasting them

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

Engagement and optimisation of personnel: sharing knowledge for self-improvement and improvement

Empowerment to choose: selecting the optimal solution for growth

The company's Mission, Charter of Values and Operational Principles were created with the participation of
the Hera Group’s entire workforce and were approved by the Board of Directors of Hera Spa. They are set
forth and detailed on the Group’s website, on the corporate intranet and in the Code of Ethics, which is
reviewed every three years and was updated in 2019.

Hera Group for the Planet, People and Prosperity

Giving a world to numbers
Planet, People and Prosperity: the world that Hera wishes to "give" to its numbers consists of these three
P's - projected towards the horizon of its business as the very reason for its existence.

This is why they are not simply letters.

Each of these P's shapes a dimension that enters into a dynamic and circular relationship with the Group,
representing at the same time a goal and a tool, and as this goal is gradually achieved, it becomes strategic
to the company.

Exactly by taking care of the planet and protecting its stability, regeneration and biodiversity, Hera can in
fact encourage the rebalanced use of the natural resources on which the very services it provides depend.

PLANET: FOR THE REGENERATION OF A NEW BALANCE
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It is exactly by focusing on people and promoting their rights, dignity and prospects, that the Group can
strengthen a wide range of motivated stakeholders so that they may also play an active and conducive role
in regenerating this new balance.

PEOPLE: WORKING FOR THE WHOLE ALSO MEANS WORKING TOGETHER

By contributing to the prosperity, fairness and harmony of the system in which it operates, Hera can at last
look with confidence towards a social and economic context that will also be favourable to the medium-
and long-term growth and development of its businesses, in a perspective that will continue to guide it
towards the creation of shared value among many.

PROSPERITY: FROM DRAWING VALUE FOR FEW PEOPLE TO CREATING SHARED VALUE AMONG
MANY

At the heart of the agenda of the G20 chaired by Italy, the requests underlying "Planet, People and
Prosperity" well respond to the demands that have globally emerged from crises of various kinds,
definitively dismissing the possibility of planning the well-being of society in watertight compartments.
They also provide a comprehensive summary of the value-related horizon common to the most significant
new business and development models that are currently being developed, and which were best expressed
in the 2020 World Economic Forum.

These are important cornerstones which focus on the central role played by stakeholder value and on the
driving role of the company's social purpose, issues broadly anticipated by Hera. For this reason, Hera is
today able to include in these three P's the many results it has attained over the years, the historical
evolution of its approach to sustainability, its mission and, ultimately, its very purpose.

The balanced scorecard system, which has been virtuously guiding the actions and goals of the entire
management team for fifteen years now, and the Code of Ethics are also part of this framework.
Introduced in 2007 and then revised every three years, the purpose of this document is to reaffirm and
update the strategic and cultural horizon based on which the business plan is drawn up each year. It is no
coincidence that this plan, even in its most recent edition, seeks to combine industrial growth and
sustainable development, with initiatives aimed at carbon neutrality, resource regeneration and resilience.

LEAVING A MARK, NOT A FOOTPRINT

Combined together, these elements outline the framework within which Hera has been undertaking for
some time now clear public commitments in various fields, and has indeed already embarked on the road
to climate neutrality by 2050 mapped out by the European Union. Yet there is more: the Group's
operations are fully in line with the transition designed by the sustainable development goals that the
United Nations Agenda sets for 2030: six of these particularly involve business planning and management,
but Hera also contributes - more indirectly - to five further targets.

These range from the reduction of climate-changing emissions to the promotion of renewable energies,
from the sustainable use of water resources and the development of a circular economy and recycling of
plastics, through to protocols on human rights, diversity and inclusion. Very different challenges, which are
however linked to each other - like pearls on a string - by the common thread of a commitment that runs
through them all: leaving a mark, not a footprint.

The reporting of shared value generated by Hera through its businesses was adopted in 2016 to achieve a
step change in the integration of sustainability in the Group's strategy and became even more relevant in
2020. Fitting into a broader perspective, it blends operationally with the interpretation introduced by
previous editions of the report and cannot be regarded as the mere qualification of EBITDA. The very
mechanism based on which shared value is created is both essential and delicate, and needs to be
safeguarded by all the players involved.
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And so, in updating the drivers for the creation of shared value, which in the meantime has reached Euro
420 million and 37.4% of overall EBITDA, this report also gives a new account of the stakeholder company
that Hera has never ceased to be, further confirming its business model based on values and operating
principles that the fifth and most recent edition of the Code of Ethics brings together in an accomplished
manner. What emerges is a heritage made up firstly of relationships and then of assets. Relationships are
probably the Group's most important asset; they are essential for overcoming the many challenges of a
transition that will continue to have meaning inasmuch as it takes on a human dimension.

Some acknowledgements in this respect confirm the correct road embarked on by the Group, the first
Italian multi-utility to be included in the Dow Jones Sustainability Index (DJSI). The DIJSI is one of the world's
most authoritative stock indices evaluating social responsibility. It selects the world's leading companies on
the basis of the best sustainability performance in all ESG (environment, social, governance) dimensions: in
the ranking announced in November 2020, Hera achieved an overall score of 87/100, making it the best
multi-utility at global level.

How we do what we do
[102-26]

In order to achieve the many targets that the three P's entail, Hera unfolds all its potential, making full use
of the economic, social and environmental impact of the primary services it provides. All this translates into
a wide range of coherent actions, detailed in the chapters that follow. The positive effects of the relation
with stakeholders are thus linked to those generated by the creation of shared value, whose focus on the
challenges of our time is guaranteed by continual analysis of the external environment. Hera uses this
analysis to continue to map and benefit from the shifting links between Global Agenda, European goals and
corporate strategy.

Planet

All of the drivers of change with which Hera creates shared value act directly in the interests of an
increasingly hot and arid planet, whose climate balance has been affected and natural resources have been
compromised by development models that are taking too much time to move away from the linear
paradigm:

e Hence companies like Hera, where working on "energy", not surprisingly, means first and foremost
"pursuing carbon neutrality”, feel the urgent need to contain climate change, with actions that
involve both the Group's assets and processes as well as customers, suppliers, Public
Administration and partner companies and that, overall, range from promoting energy efficiency to
energy transition and renewables.

e No less challenging is the general issue of the "environment", a front line Hera is working on to
"regenerate natural resources and close the loop" for a more effective use of resources and a
better balance between consumption and regeneration. This commitment undertaken both inside
and outside the Group involves many issues ranging from the transition to a circular economy and
the sustainable management of water resources, through to the protection of air, soil and
biodiversity.

o The planet, after all, is nothing more than the amplified projection of our own "local area", at the
service of which Hera works to "enable resilience and innovation". The logic it uses is designed to
guarantee continuity of service and availability of resources, strengthens the infrastructure of the
areas served with smart systems and sensitive networks, and also pursues widespread digitalisation
to lighten the overall environmental footprint of many activities carried out not only by Hera but
also by other parties.
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People

Hera also believes in the core value of people and uses its range of action to promote an active role for
individuals, both inside and outside the company:

e A part of its business activities, linked to economic development and social inclusion, but also to
the development of employment and new skills, directly contributes to the generation of shared
value EBITDA, filling the driver of change entitled “local area (and business)” with further content.

e Hera's commitment to managing relations with two special categories is fundamental: workforce
and suppliers. Crucial players for winning key challenges, these stakeholders are involved by the
Group in many projects aimed at promoting health, safety and diversity management, not to
mention the transparency, quality and sustainability of partner companies, public tenders and
contracts awarded. In this respect, the topics of corporate welfare and, even more so, of training
are decisive. Thanks to these issues, Hera has risen to a challenge launched above all by the new
generations, who are asking for opportunities rather than certainties, tools rather than income, and
knowledge rather than titles.

e Added to these categories, we must also consider the category of customers. Hera seeks to involve
them in many crucial battles on recycling, saving and efficient use of resources, enhancing their
status as citizens and effectively interpreting the evolution of a society that is steering the notion of
citizenship on issues that can be implemented through people's behaviour.

Prosperity

Lastly, all the impact areas involved in creating shared value, and the entire system of relations with
stakeholders - which goes beyond the logic of profit only for the few - contribute in various ways to fair and
widespread prosperity, addressing the parties that interact with the company and also the interests of
future generations.

The initiatives carried out are necessarily geared towards a long-term time horizon, and therefore involve
all of the Group's business lines. Thus, the services provided by the company build together a network
capable of guaranteeing favourable conditions for the lasting, balanced and sustainable growth of Hera and
the social and economic fabric that surrounds it.

Everything reported in this report is therefore closely related to the commitment made in this direction,
including any actions carried out for customers regarding the quality, cost and safety of services, with
particular reference to the protection provided - even going beyond legal obligations - for most vulnerable
users and, as such, most exposed to the effects of the currently complicated economic situation.

Lastly, we cannot forget the fundamental relation with shareholders and financial institutions, based on
trust, vision and planning, and included in a governance model capable of transferring wealth (gross added
value) totalling Euro 1,670 million to all stakeholders in 2020 alone.

Shared value

Objectives and performance

e Euro 751 million of shared value e Euro 297.4 million in investments

investments in the 2020-2023 in 2020 alone (55.5% of the total) ®
period (35% of the total net of the

investments for gas tenders).
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o 42% of the total. Shared value e Shared value EBITDA of Euro 420
EBITDA of over Euro 525 million by million in 2020, equal to 37.4% of
2023 (around Euro +150 million the total. In 2019, shared value ® R T M
compared to 2018). EBITDA, aligned with the new
calculation criteria defined in 2020,
was 36.1% of the total.

* . Result achieved or in line with plans. O Result with moderate deviation from planning.
** Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

e Euro 1,568 million of shared value investments in the 2021-2024 period . .
(62.5% of the total).

e 50% of the total, shared value EBITDA of over Euro 648 million by 2024
(around Euro +256 million compared to 2019).

Our approach to shared value

For Hera, the creation of shared value is the result of all those business activities and projects that generate
operating margins and meet the Global Agenda drivers, i.e. those “calls to action” for change in the
direction of sustainability and for Hera's spheres of competence, specified by European, national and local
policies and megatrends.

This definition of Creating shared value (CSV) is the result of the path inspired by the indications of Porter
and Kramer. Started in 2016, it led to the identification of Hera's approach to the creation of shared value
as a new source of direction for future strategy, in line with the UN 2030 Agenda goals.

This approach also led to renewing the Sustainability Report and to enriching it with new views and
perspectives, among which quantification of EBITDA generated by "shared value" activities and projects
(CSV EBITDA), and of investments made in this area stand out. These new views allowed us to include
projects and activities in the CSV areas and calculate their contribution to the generation of EBITDA and
their influence on the Group's overall investments.

What shared value means and the perspective of Hera

In their famous article of 2011 - “The big idea: Creating shared value” - Porter and Kramer identify the
concept of shared value in the ability of corporate policies and practices to create a value that at the same
time generates greater competitiveness for the company, while responding to the needs of the
communities and to the challenges of the society in which the company operates. Hera's multi-utility
activities are, by nature, highly integrated with the social and economic fabric of the local area, benefiting
from a ten-year long integration of prospective sustainability within the Group's strategy.

The value added to EBITDA is the portion of industrial income attributable to activities that meet the need
to change direction and steer towards sustainability as specified in the "Global Agenda". These activities,
therefore, produce value for the company while responding to the problems and challenges of the
communities in which Hera operates.

The method for calculating CSV EBITDA requires specific calculation criteria. A study of all the activities
managed by the Hera Group identifies the activities that are consistent with the drivers as well as the
impact areas of shared value, and calculates the respective EBITDA generated. Starting from 2019, CSV
EBITDA started to be audited by an external company. For details regarding the method, see the specific
report available at bs.gruppohera.it and the related audit certificate issued by the auditing firm.
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The relationship between Corporate social responsibility (CSR) and Creating shared value (CSV) according to
Hera

Since 2016, Hera’s approach to CSR and sustainability has merged the CSV prospect with the integration of
sustainability (already envisaged since the Group’s establishment) into its strategy and business activities.

Ever since 2016, the Hera Group's approach has therefore embraced activities and projects that:
e improve its environmental and social sustainability performances mainly related to the businesses
it manages (also, but not exclusively, in relation to the law and sector regulations) (CSR);
e generate operating margins that are consistent with the "Global Agenda" priorities (CSV).

This latter point is a major development in Hera Group’s original approach to CSR, which will increase the
shared value generated by overlapping business and "Global Agenda" priorities.

How we identify the "Global Agenda" priorities and CSV areas

The needs for change in the direction of sustainability set out in the "Global Agenda" represent calls to
action and, at the same time, challenges and opportunities for the Hera Group. Understanding this
scenario is essential not only to make the Group's sustainability reporting more up-to-date, but above all to
direct the strategy and operating processes towards addressing change, thus contributing to the
Company's competitiveness.

In 2020, three years after its creation, the CSV framework underwent a review and was updated given
the new challenges of the global scenario. The analysis of global megatrends and the internal listening
process, conducted through individual interviews and focus groups, were the main new aspects. In keeping
with the past, sustainable development goals and policy analysis were also considered, including the
European Taxonomy for Sustainable Finance that is currently being developed.

Global megatrends were an important addition to the analysis of the 98 European, national and local
policies implemented over the past five years, and of the 2030 UN Agenda. On the basis of a dozen or so
international studies, it was possible to identify nine global megatrends of potential relevance to the Hera
Group. Of these, three were considered more closely linked to the business and having a direct impact on
company activities, and were therefore given priority in updating the framework: the fragile planet,
technological disruption and accelerated urbanisation. Two other trends were highlighted, because
although they are more distant from Hera's business activities, they closely affect the communities and
local areas in which Hera operates and lead to indirect impacts on the company in social terms: knowledge-
based society and growing inequalities. Finally, the following were considered less relevant and more
distant from Hera's business activities: geopolitical instability, re-imagined healthcare, globalisation and
interdependence, and diverging demographic trends.

The internal listening process made it possible to receive many important suggestions for updating the
framework, which in many cases proved to be perfectly in line with the new aspects drawn from the policy
analysis. Seven top management representatives were interviewed, Directors/Chief Executive Officers of
the most significant Departments/Companies for the creation of shared value. An interview was also
conducted with the external member of the Group's Ethics and Sustainability Committee. In addition, a
dedicated focus group was set up, involving a group of workers from various company organisational areas.

In 2020, 9 additional policies were added to the previous set of 89 policies. The additional policies
increased and enriched the sustainability scenario with new elements and brought out new key issues. In
particular:

e plastic pollution, re-launched through publication of the new action plan for circular economy
(COM 2020/98);
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e circularity in the management of water resources, promoted by the new action plan for the
circular economy (COM 2020/98) and by the new rules for the re-use of waste water defined by the
European Parliament through Regulation 2020/741;

e the quality of drinking water, on which the European Union wanted to place further emphasis by
repealing previous Directive 98/83/EC on the quality of water intended for human consumption
through publication of the new Directive 2020/2184, which introduced more stringent thresholds
for certain contaminants, so as to make drinking water even safer;

e biodiversity, to which Europe, in its new Biodiversity Strategy 2030 (COM 2020/380), accords the
status of "key ally in the fight against climate change";

e resilience and adaptation to climate change, also taken into account in the new regulation on
Taxonomy for Sustainable Finance (Regulation 5639/20) and in the Nex Generation EU, which
envisages the strengthening of strategic programmes to draw lessons from the crisis and make the
single market stronger and more resilient and to speed up the dual green and digital transition.

Policy analysis was particularly aimed at identifying the need for change set out in policies and the most
significant quantitative targets for Hera's business.

At the end of this process, a proposal was outlined for updating the drivers (or priorities) of change and the
respective impact areas of interest to Hera, which was approved and validated by top management. The
new framework is made up of three drivers:

e Energy - Pursuing carbon neutrality,
e Environment - Regenerating resources and closing the loop,
e Local area (and Business) - Enabling resilience and innovating.

The three drivers of change and the relevant nine impact areas are linked to the 11 2030 UN Agenda goals
to which the Group contributes, seven of which are identified as priorities, and which include the 52 "What
we will do..." (objectives for the future) detailed in this Sustainability Report.

The priority SDGs for the Hera Group are goals that are more directly related to its business activities and
on which the Group has a direct impact. Goal 17 is one of the priority SDGs, since partnerships are
essential to achieve the important sustainability goals set. The detail of the priority SDGs follows: goal 6,
clean water and sanitation services; goal 7, clean and accessible energy; goal 9, companies, innovation and
infrastructure; goal 11, sustainable cities and communities; goal 12, accountable consumption and
production; goal 13, combating climate change and goal 17, partnerships for the goals.

The other SDGs of significance for the Hera Group are goals on which the Group has an indirect impact
through internal processes (e.g. human resources management) or business activities (e.g. protection of
vulnerable users). Details of the other important SDGs are as follows: goal 4, quality education; goal 5,
gender equality; goal 8, decent work and economic growth and goal 14, life under water.

The areas for creation of shared value for Hera: the drivers of change, the impact areas and the 2030 UN
Agenda goals of interest to Hera

“Shared value” EBITDA (CSV EBITDA)

In 2020, refinements were made to the criteria for calculating CSV EBITDA for certain activities of the Hera
Group; some of these were the result of changes in the regulations governing or affecting the services
managed. The main refinements regarded:
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o the contribution of waste-to-energy plants, considered only for the share of energy from
renewable sources (51%);

e optimisation of the wastewater purification service through the construction of a new indicator
defined in proportion to the users served by aqueduct systems "covered" by the Water Safety
Plans in the local area managed by the Group (aligned with Resolution 917/17 regulating the
technical quality of the Arera integrated water services);

e optimisation of the sewerage and wastewater treatment service through the construction of a
new composite indicator resulting from the proportion of reusable waste water (the effect of
which is accounted for in the transition to the circular economy impact area) and from the
percentage of compliance with European and national regulations on the treatment of waste
water from urban agglomerations >2,000 inhabitants equivalent;

o efficient use of the actual volumes of renewable electricity sold with Guarantee of Origin (GO)
and natural gas with CO, emission offsetting against the total volumes sold (which in the 2019
sustainability report were made on the basis of estimates).

As a result of this, in the 2021-2024 Business Plan the evolution of the Mol CSV was represented using the
new criteria and taking the new CSV framework as a reference. For better comparability, both in the
Business Plan as well as in the 2020 Sustainability Report, the Mol CSV 2019 has been recalculated using the
new criteria.

CSV EBITDA for 2020 amounted to Euro 420.0 million (37.4% of the Group's total EBITDA), a 7.2% increase
compared to 2019 CSV EBITDA. This result is in line with the 2020-2024 business plan, created so that
approximately 50% of 2024 EBITDA will derive from business activities that respond to the priorities of the
"Global Agenda" for sustainability.

A roughly 7% increase in “shared value” EBITDA is recorded against a 3.5% increase in the Group's overall
EBITDA (equal to Euro 1,132.0 million) compared to the previous year. 74% of the growth in the Group's
overall EBITDA regards CSV areas.

The prevailing contribution derives from activities and projects related to the Environment driver which
seek to regenerate resources and close the loop (Euro 239.8 million), followed by those related to the
Energy driver which instead aim at pursuing carbon neutrality (approximately Euro 136.6 million). The
projects and activities related to the Local Area (and Business) driver aim at enabling resilience and
innovation, accounting for Euro 74.5 million in 2020.

As pointed out in the graph, the “shared value” EBITDA generated in 2020 is mainly the result of activities
and projects that meet the “calls to action” of the "Global Agenda" for the Environment driver (around 57%
of total “shared value” EBITDA). As regards the “impact area”, the key role played by the Group in creating
value with activities related to the transition to a circular economy and to the sustainable management of
water resources emerges. In the area of “air and soil protection”, the most significant share of CSV EBITDA
comes from the district heating service (for the share of heat generated by cogeneration and by energy
recovery from the combustion of municipal and industrial waste).

Approximately 31% of "shared value" EBITDA is instead achieved through activities in the areas aimed at
“pursuing carbon neutrality”. 66% of this share of EBITDA is the result of measures aimed at promoting
energy efficiency, through (i) commercial offers to energy customers including services and tools to reduce
consumption, (ii) energy efficiency services for the Public Administration, businesses and condominiums,
(iii) industrial cogeneration, (iv) gradual energy efficiency of the public lighting service (with particular
reference to extending the number of municipalities in which only electricity from renewable sources is
used, where electricity consumption per inhabitant equivalent is less than 50 kWh/inhabitant, and where
all lighting points managed are LED). The remaining percentage (34%) of EBITDA from activities aimed at
"pursuing carbon neutrality" is related to energy transition and renewables. In this area, the margins are
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calculated from: (i) the sale of renewable electricity with Guarantee of Origin (GO) and natural gas with CO;
emission offsetting, (ii) district heating (for the share of heat generated from geothermal sources), (iii) the
generation of renewable electricity from biogas deriving from landfills and from the anaerobic digestion of
waste, (iv) biomethane production.

Lastly, the Hera Group generates about 12% of CSV EBITDA with reference to innovation, digitalisation and
its contribution to inclusive development focused on the environment and stakeholders. In the area of
“innovation and digitalisation”, the “shared value” EBITDA is pursued through the sale of
telecommunication services, by means of Acantho, and through the development of projects and
investments aimed at digitalising operational processes, services offered and cities. In the area of
"economic development and social inclusion" a share of CSV EBITDA is achieved thanks to the outsourcing
of municipal waste collection services to social cooperatives which employ disadvantaged people with
ensuing economic benefits for the Public Administration (lower welfare costs).

CSV EBITDA growth in 2020: Euro +28.3 million (+7.2%) compared to 2019

2020 main results

CSV Drivers Impact Area and changes with respect to 2019

e Increase in gas and electricity contracts with energy efficiency
services and solutions (20.2% in 2020 compared to 19.9% in
2019) which did not include the companies acquired with the
"Ascopiave transaction"
Promotion of energy e Increase in volumes of activity related to energy efficiency for
efficiency: Euro +32.8 public administration, condominiums and businesses
ENERGY million e Increase in municipalities where: only electricity from
renewable sources is used (41.9% compared to 40% in 2019);
Pursuing decarbonisation: electricity consumption per inhabitant equivalent is less than 50
- kWh/inhabitant (33.5% compared to 26.2% in 2019); all lighting
Euro +46.3 million points managed are LED (6.3% compared to 5.3% in 2019)

e Increase in volumes of gas sold with CO, emission offsetting
(4.4% against 0.8% in 2019) and electricity from renewable
renewables: : o ; ol
sources with GO (32.2% against 29.1% in 2019)
e Start of biomethane production from the biodigestion of
organic waste (7.8 mln of m3 compared to 6.5 in 2019)

Energy transition and

+13.5 million euros

Transition towards a e Reduction in margins from municipal sanitation services (-14%
circular economy: Euro - compared to 2019)
10.7 million e Reduction in volumes of industrial waste (-36.5% compared to

2019) and recycled plastic (-5.4%)
ENVIRONMENT

. Sustainable management e Adjustment process in urban areas >2000 P.E. adjusted to
Regenerating resources and of water resources: Euro - sewage and wastewater treatment regulations basically stable
closing the loop: 6.8 million (rising from 97.3% in 2019 to 97.6% in 2020 in terms of P.E.)
Euro -20.0 million

Air, soil and biodiversity e Reduction in margins from district heating (-24% compared to
protection: Euro -2.5 2019) due to the reduction in volumes sold (-3.7% compared to
million 2019)
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2020 main results

CSV Drivers Impact Area and changes with respect to 2019
Economic development e Slight decrease in the number of instalments requested by
and social inclusion: Euro customers (-6.6% compared to 2019) amounting to 109.2
LOCAL AREA (AND BUSINESS) -4.1 million thousand instalments compared to 116.9 thousand in 2019
_E“ab"“f re.5|I|ence and Innovation and e Investments of Euro 86 million in innovation in 2020; increase
innovating: digitalisation: Euro +6.1 in electronic gas meters installed at the end of 2020 (64.7%
Euro +2.0 million million compared to 43.1% in 2019)

e Increase in margins from telecommunication and digitalisation
services provided by Acantho (+13.2% compared to 2019)

The comparison was made by aligning the 2019 CSV EBITDA with the new calculation criteria defined in 2020.

"Shared value" EBITDA compared to total EBITDA

Euro 1,085.1 million Euro 1,123.0 million

Resources: Euro 260.2 - Resources: Euro 239,8
Euro 391.7 million, million Euro 420.0 million, million
® Energy: Euro 85.4 million equal to 37.4% Energy: Euro 136.6 million
equal to 36.1% Local Area: Euro 71.7 . . Local Area: Euro 74,5
million million
2019 2020

"Shared value" EBITDA

The total shared value EBITDA does not correspond to the sum of the single drivers, due to activities that affect
several components. The CSV EBITDA was aligned with the new calculation criteria defined in 2020.

“Shared value” EBITDA growth in the 2020-2024 business plan

The 2020-2024 Group business plan targets a 2024 “shared value” EBITDA of Euro 648 million, equal to
+65% increase compared to 2019, and will be equal to around 50% of the Group's overall EBITDA.

The growth in shared value EBITDA during the time interval of the plan period compared to 2019 (256
million) is higher than the growth of the Group's overall margins (215 million) thanks to the significant
contribution generated by the development of activities in the CSV drivers: "pursuing carbon neutrality"
(Euro +86 million), "regenerating resources and closing the loop" (Euro +142 million) and "enabling
resilience and innovating" (Euro +28 million).
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CSV Drivers Main actions and targets

o Further development of commercial offers with energy efficiency solutions for gas
customers (customers joining this offer: around 39.9% by 2024)
e Further development of commercial offers with energy efficiency solutions for electricity
customers (customers joining these offers: around 39.8% by 2024)
o Further development of energy efficiency business (industrial cogeneration, heat
Pursuing carbon neutrality: management etc.) for Public Administrations, companies and condominiums
Euro +86 million e Gradual increase in municipalities where: only electricity from renewable sources is used
(50.2% by 2024); electricity consumption per inhabitant equivalent is less than 50
kWh/inhabitant (40.6% by 2024); all lighting points managed are LED (15.8% by 2024).
e Increase in gas volumes sold with CO, offsetting: 17% of total volumes by 2024
e Increase in volumes of electricity from renewable sources: 33% of total volumes by 2024
e Increase in the production of biomethane from the biodigestion of organic waste (more
than 15 million cubic metres by 2024)
e Completion of process for the adjustment of urban areas >2,000 P.E. in the local area
served in line with EU directives (100% urban area >2,000 P.E. adjusted by 2023)

Regenerating resources and e Gradual increase in users served in areas with Water Safety Plans: 77% by 2024

closing the loop: Euro +142 e Development of Aliplast activity (+52% recycled plastic sold in 2024 compared to 2017)

million e Increase in the volumes of waste sent for energy and material recovery at HASI plants: 35%
by 2024

e Development of district heating and increase in volume sold (+12% by 2024)
¢ Innovation and digitalisation: investments in digital transformation with a view to
Enabling resilience and optimising operational processes and management; increase in installed electronic gas
innovating: Euro +28 million meters (9)
e Innovation and digitalisation: Acantho business development (telecommunications and
connectivity)

"Shared value" investments
[203-1]

In 2020, the Hera Group invested around Euro 297.4 million in initiatives and projects aimed at creating
shared value. These investments represent 55.5% of the total investments made by the Hera Group.
"Shared value" investments are substantially stable (+0.3%) compared to 2019 (aligned with the calculation
criteria consistent with the changes introduced by the new CSV framework)

The changes introduced by the updated CSV framework, especially the topics related to drinking water
quality and resilience, have led to a breakdown of investments in the three CSV areas unlike previous years.

The main investments in 2020 for “pursuing carbon neutrality” regarded:

e investments in anaerobic biodigestion and waste composting plants (about Euro 4.7 million) -
"Energy transition and renewables" impact area;

e upgrading of public lighting and energy efficiency systems in the Public Administration buildings as
well as energy efficiency measures in condominiums and enterprises, also through the
implementation of industrial cogeneration plants. These projects were carried out by Hera Luce,
Hera Servizi Energia and AcegasApsAmga Servizi Energetici (around Euro 18.5 million - “Promotion
of energy efficiency” impact area).

With regard to “regenerating resources and closing the loop”, the main investment items concerned:

e investments for the development of waste recovery and recycling activities, carried out by Aliplast,
Hasi and by the Herambiente selecting plants (approximately Euro 16.7 million) - "Transition to a
circular economy" impact area;

e investments in assets for the municipal sanitation service, specifically for the purchase of
containers, bins and bell-shaped containers for separate waste collection (Euro 11.5 million) -
"Transition to a circular economy" impact area;
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e adjustment operations in the sewage and wastewater treatment sector in order to ensure higher
quality standards for water resources in municipal and rural areas (around Euro 51.7 million) -
“Sustainable management of water resources” impact area. It should be noted that a significant
part of the investments related to adjustments in the sewerage and wastewater treatment sector
are also related to the "Resilience and adaptation" impact area;

e maintenance and reclamation works on the distribution networks of the aqueduct service
(approximately Euro 62.8 million) - "Sustainable management of water resources" impact area. It
should be noted that a significant part of the investments related to the aqueduct service are also
related to the "Resilience and adaptation" impact area;

e interventions for the development of the district heating service and for the purchase of vehicles
with a lower environmental impact (approximately Euro 9.7 million) - "Air, soil and biodiversity
protection" impact area.

Finally, with regard to the "enabling resilience and innovating” driver, investments were mainly aimed at
disseminating innovative technologies related to energy transition, the circular economy and digital
transformation (about Euro 86.0 million) - "Innovation and digitalisation" impact area.

The investments outlined in the 2020-2024 business plan aimed at creating shared value amount to a total
of approximately Euro 3.2 billion (an average of Euro 640 million/year), a significantly higher volume
(around +40%) than the average of the last five years and equal to 60.4% of the total. More than Euro 1
billion regard interventions associated with the "Enabling resilience and innovating" driver, Euro 656 million
regard interventions in the "Regenerating resources and closing the loop" area while the remainder (Euro
148 million) are related to investments in "pursuing carbon neutrality".

Integrating sustainability in the Group strategy

In the business plan covering the period 2020-2024, the Hera Group set out its strategy in line with the
guidelines of the European policy and, at the same time, maintaining coherence with the 2030 UN Agenda,
which has been guiding the Group's commitment towards fully sustainable development throughout the
years.

More specifically, the new plan covers three dimensions: environmental, social and economic, and
innovation.

The environmental dimension includes initiatives aimed at effectively contributing to the reduction in
climate-changing emissions, through solutions based on saving energy and resources, and projects capable
of promoting an increasingly widespread use of renewable energy vectors, such as biomethane and
hydrogen. It also includes actions seeking to increase the resilience of the Group's activities against all
exogenous threats, as well as initiatives addressing the issue of resource regeneration.

The social and economic dimension covers activities aimed at creating shared value for stakeholders and
local areas, leveraging physical and commercial assets, through new value-added services for customers,
collaborations with external partners and projects for listening to local and social needs, but also as a result
of tenders for the assignment of regulated services.

Lastly, the area concerning innovation, embraces the opportunities associated with technological
evolution, digitalisation, artificial intelligence and data analysis, for the purpose of increasing the efficiency
and quality of services. Initiatives will also be introduced to consolidate new ways of working and new
customs capable of speeding up the search for agile solutions, while maintaining the right balance between
people and technology.

Based on this business strategy, the Group's EBITDA is expected to grow by Euro 215 million (compared to
the 2019 final figure), reaching Euro 1.3 billion by 2024. Development will move along a sturdy, balanced
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and sustainable path, fuelled by both organic and external components, in line with Hera's history and its
industrial evolution over the years. Furthermore, investments of approximately Euro 3.2 billion over five
years are planned. This amount is significantly higher (approximately +40%) than the average of the last five
years and has also increased compared to the previous business plan. The margins generated during the
time interval of the plan period will make it possible to address the significant volume of investments
allocated, while maintaining a financial balance that will reduce the ratio of net financial debt to EBITDA to
2.8x by 2024.

It should be noted that around 60% of the investments will be earmarked for projects that are fully
consistent with European policies: 42% will be allocated to activities in line with the Green Deal, for the
reduction of emissions, resilience and the circular economy, and the remaining 18% to technological
development.

These investments will lead to increased margins attributable to these projects of around Euro 190 million
between 2019 and 2024, equivalent to 88% of the overall margin growth during the time interval of the
plan period.

To effectively address the long-term goals and better define the contribution to the pursuit of European
policies and UN recommendations, the Group has extended its perspective and defined a number of 2030
business targets. Among the most important of these is the Group's greenhouse gas emissions target,
calculated according to the criteria of the Science Based Target Initiative, which aims to reduce greenhouse
gas emissions into the atmosphere by 15% by 2024 and 33% by 2030 (compared to 2019).

Other important targets regard the Group's commitment to the circular economy, with Aliplast increasing
the amount of recycled plastic by 150% (compared to 2017), with an increased packaging recycling rate
reaching over 75% and with an increase in the municipal waste recycling rate rising to 67%.

The 2030 Agenda for sustainable development ratified at the UN summit in September 2015 by 193
countries includes 17 goals regarding sustainable development (Sustainable Development Goals or SDGs),
divided into 169 targets. The SDGs are regarded as the continuation of the Millennium Development Goals,
already defined in 2000 by the United Nations.

In 2018, an in-depth analysis of the SDGs of the 2030 UN Agenda was carried out by analysing the 169
targets and identifying the activities, projects or policies of the Group that contribute to their achievement.
Contribution was classified as high, medium or low. Goals were considered to be relevant only if one target
which Hera contributes to had a medium or high level. The analysis confirmed the ten goals already
identified in 2017, and target 17 was added. During the triennial review of the model in 2020, seven out of
these eleven goals were identified as "key" for Hera.

The priority SDGs for the Hera Group are goals that are more directly related to its business activities and
on which the Group has a direct impact. Goal 17 is one of the priority SDGs, since partnerships are
essential to achieve the important sustainability goals set. The detail of the priority SDGs follows: goal 6,
clean water and sanitation services; goal 7, clean and accessible energy; goal 9, companies, innovation and
infrastructure; goal 11, sustainable cities and communities; goal 12, accountable consumption and
production; goal 13, combating climate change and goal 17, partnerships for the goals.

The other SDGs of significance for the Hera Group are goals on which the Group has an indirect impact
through internal processes (e.g. human resources management) or business activities (e.g. protection of
vulnerable users). Details of the other important SDGs are as follows: goal 4, quality education; goal 5,
gender equality; goal 8, decent work and economic growth and goal 14, life under water.

Hera’s contribution to the Sustainable Development Goals of the 2030 UN Agenda

As reported in the table below, Hera's contribution by number of "What we will do..." (considering the
SDGs affected by ten or more targets) is predominant in six goals: Clean and accessible energy; Decent

33



work and economic growth; Companies, innovation and infrastructure; Sustainable cities and communities;
Accountable consumption and production; Combating climate change.

What we will do... 2030 UN Agenda targets

@ Seviiommen: GLIALS

4 mﬂmﬁ : 5 PARITADIGENERE
Wl ¢

i%
EGRESEITA NDVAZONE E
j‘:} INFRASTRUTTURE

12 13 % M S 17
ROl el ®

Shared value 2 2 2 2 2 2 2 2 2 2 2
Pursuing carbon neutrality 7 1 4 2 1 8 1
Reg'eneratlng resources and ; 1 < < < 1 4 3
closing the loop

Fnabllng resilience and 1 1 5 3 3 3 4 5 4
innovating

Governance and creation of 1 ) 1 1 1
value

Quality, cost, and safety of )

customer services

People 2 2 1 1
Suppliers 4 2

Total 5 3 12 10 19 12 13 14 14 6 12

Sustainability integrated into the management bonus system

The balanced scorecard approach enables us to assign “balanced” objectives to our management team in
four areas (development, quality and corporate social responsibility, organisational integration and
efficiency upgrading) and provides a methodology for defining strategy and turning it into daily activities
and goals. The innovation of this approach consists of considering the achievement of objectives of social
and environmental sustainability as a condition for the achievement of the economic and financial
objectives over the medium and long term.

What is the balanced scorecard?

The balanced scorecard is a strategic control system which is based on the connection between strategy
and the day-to-day running of the company. It was devised in the early Nineties by the American academics
R. Kaplan and D. Norton. It has generated an immense following among leading corporations in the USA
and is now being taken up by major European players.

The Strategic Map is updated every year based on the contents of the business plan: it provides a summary
of the Group’s strategic objectives and its commitments to stakeholders set forth in the sustainability

report.

During the 2020 budget process, 38 priority projects were defined to achieve the 28 strategic objectives
set out in the 2020-2023 Strategic Map aimed at creating long-term value for the company and the
stakeholders. Out of the 38 priority projects assigned during the year to the members of the Management
Review Committee, 25 belonged to areas regarding the creation of shared value for the company,
according to the CSV drivers defined in 2016 Specifically, ten projects belonged to the Efficient use of
resources area, four projects in the Smart use of energy area, five projects in the Innovation and
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contribution to development area, and six projects which were connected to the three CSV drivers but
contributed indirectly to the creation of shared value.

In December 2020, the 2021-2024 Group Strategic Map was defined in line with the priorities detailed in
the new 2020-2024 business plan. The Map incorporates the new drivers for the creation of shared value
set out in the updated CSV framework and described in the section of this report regarding the Group's
approach to shared value.

All of the projects planned within the 2020 balanced scorecard system were assigned to a manager and
included in the bonus system for Group managers and middle managers.

Each project identified:

e the process and result indicators with goals in line with the budget of the Group and the corporate
departments responsible for their achievement

e the key action plan for achievement of the project objectives in terms of time and cost.

The objective projects identified were monitored on a quarterly basis by the Hera Spa Management Review
Committee and in the individual budget units.

The definition of objective projects and the relevant quarterly monitoring system of the project elements
are a significant management instrument that ensures:

e integration of the several perspectives for the evaluation of corporate performance, in addition to
traditional economic and financial measurements

e integration of business plan objectives into the daily management of managers and middle managers

e implementation of a continuous improvement process for strategic objectives and the relative projects
and indicators

e formalisation and tracking of both actions and sub-objectives required to achieve the targeted results
e highlighting and analysis of critical situations and the definition of speedy corrective actions.

The commitments to stakeholders listed in this report (“What we will do...”) are contained in the Hera
balanced scorecard. This guarantees consistency among the various instruments used for managing and
achieving the Group strategy: business plan, sustainability report, management reporting, bonus system.

Our commitment to sustainability in national and international networks
[102-13]

Hera’s commitment to sustainability has taken shape over the past years by joining leading international
networks.

The Hera Group was the second Italian company to become a member of the Ellen MacArthur Foundation,
a world reference in circular economy, which aims to promote awareness of aspects related to this issue,
exchange experiences, initiate projects in partnerships and cooperate in the field of research and
development. 2020 was the second consecutive year of reporting on the New Plastics Economy Global
Commitment, an initiative set up by the Foundation to make the plastic sector more circular, and joined by
the Group in 2018 with challenging goals. Furthermore, in March 2020, the Hera Group - through Hera Luce
- provided a submission to "Circulytics V.1", a digital tool developed for measuring circularity. The tool
allows companies to understand, measure and keep track of their circular economy performance in order
to create new opportunities and solutions for some of the world’s most urgent challenges, such as climate
change and resource regeneration. In October of the same year, the Foundation launched the new release
of the tool, “Circulytics V.2”, to which the Hera Group intends to provide a new submission in 2021.
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In 2020, Hera was one of the first companies to support the Business Call for a UN Treaty on Plastic
Pollution promoted by the Ellen MacArthur Foundation, the World Wide Fund for Nature (WWF) and the
consulting firm Boston Consulting Group. This call to action is designed to provide a coordinated global
response in the form of a UN treaty to help governments and businesses tackle plastic pollution.

Hera is also among the promoters of the Circular Economy Network (CEN), a project promoted by the
Sustainable Development Foundation and by a group of companies and associations involved in the
transition to a new model of circular economy. The second Report on the Circular Economy in Italy, drawn
up together with ENEA, was presented online during the second edition of the National Conference on the
Circular Economy by CEN President Edo Ronchi and the Director of ENEA's Territorial and Production
Systems Sustainability Department, Roberto Morabito, on 19 March 2020. Again at national level, Hera is a
member of ICESP (Italian Circular Economy Stakeholder Platform), the Italian platform coordinated by ENEA
that groups the main national players in the circular economy.

The Hera Group joined the Global Compact in 2004, and in July 2017 it was included in the Global Compact
Network Italia Foundation, the Italian network set up in 2013 which has been currently joined by over 50
businesses and non-businesses. In 2020, following the Italian Business and SDGs Annual Forum, a call to
action was launched for Italian companies that were members of the UN Global Compact to participate in a
working group (in which Hera took part) aimed at developing Circular Procurement Guidelines for the
promotion of the circular economy in procurement processes. The guidelines were drawn up in
cooperation with the Management Institute of Pisa's Scuola Sant’Anna.

Also within the Global Compact, Hera joined the CEO Water Mandate, the United Nations Global Compact
initiative promoted to re-launch commitment by companies in the sustainable management of water
resources.

Hera is also a member of Impronta Etica, an organisation that promotes corporate social responsibility and
is part of the CSREurope network and CSR Manager Network Italia, the Italian network of sustainability
professionals.
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CSV and sustainability KPIs

| 2005 | 2018 | 2019 | 2020 | 2024 | 2030 |

Shared value

Shared value EBITDA (millions of Euro) - 391.7'| 420.0 648 -

36.1%'| 37.4% 50% -

Shared value EBITDA (% of total) -

296.6'| 297.4 3922 -

Shared value investments (millions of Euro) -

58.3%!| 55.5% 63%? -

Shared value investments (% of total) -

Shared value: Pursuing carbon neutrality

Iso 50001 energy saving measures (% of savings compared to

_ 0 0 0 0 0
2013 consumption)® 4.4% 5.1% 6.2% 7% 10%

Contracts at year-end with electricity energy efficiency
solutions (% of total contracts, excluding safeguard, default 0% 14.6% | 20.1%| 20.2% 42% >45%
and last resort supply contracts)*

Renewable electricity sold (% of total excluding safeguard)* -1 25.6%| 29.1%| 32.2% 33% >40%
. S

Naturgl gas sold with CO, offsettlng (% of volumes sold . 0% 0% 0.8% 4.4% 17% 520%

excluding wholesalers, default service and last resort supply)

Biomethane produced by FORSU (million m3) - - 6.5 7.8 >15 >30

Reduction in CO, emissions compared to 2019 with SBTi

- - _ _ 0, _1509 _2120
calculation method? (%) S0 15% 33%

Shared value: Regenerating resources and closing the loop

Separate waste collection (%) 28.9% | 62.5%| 64.6%| 65.3% 75% 80%

Plastic recycled by Aliplast (thousands of tonnes) - 63.7 72.8 68.8 90.6 148.9
0,

sg::;le treated waste water (% of total treated waste i 1% 3.09% 5.2% 9% 15%

Non-invoiced water (physical and administrative losses from

the domestic aqueduct) - m3/km of network/day i 105 102 ) 101 9.4

Reduction rate of internal water consumption compared to

R _ cco | 0 179 9EQ
2017 (%)’ 5.5% | -11.9% 17% 25%

Aqueduct users served in areas with a Water Safety Plan (%

- 42%| 11.5%| 12.8% 77% 100%
of total aqueduct users)

Urban areas >2,000 population equivalents adjusted to
wastewater treatment regulations (% of population -1 92.2%| 97.3%| 97.6% 100% 100%
equivalents)

Waste-to-energy plant emission levels vs. regulatory limits

0, ) 0, 0, 0, 0,
(real concentrations/regulatory limits: optimal value <100%) 224% | 13.8%| 14.1%| 13.8% <20% <20%

Land reuse in infrastructure design and construction (%) - 68% 77% 87% 66% >80%

Shared value: Enabling resilience and innovating

Value of supplies from local suppliers (% of total) 62%° 69% 69% 65% - -
- 0,

Open-ended contract employees (average annual % of total 955% | 96.2%| 96.6%| 96.6% 98% 98%

workforce)

Women holding roles of responsibility (%)% 19.9% | 29.6%| 29.9%| 29.9% >31% >33%

Employees with digital proficiency (% of total employees) - 23% 44% 44% 60% 90%
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| 2005 | 2018 | 2019 | 2020 | 2024 | 2030 |
Bases and organisational levers
Value added distributed to stakeholders (millions of Euro) 722.1| 1,540.8| 1,734.5|1,670.0 | ~1.900 -
Average training hours per capita (humber) 18.5 29.8 28.6 26.0 25.2 >25
Lost time injury frequency index (number of lost time
injuries/hours worked x 1,000,000) 49.6 157 14.1 126 10.6 <10
Internal climate index (score 0-100) 50 - 68 - >68 70
Index of customer satisfaction for residential customers 67 71 73 73 572 572
(score 0-100)**
Tender awards adopting the most economically
advantageous bid method: sustainability score (% of total) 32 34 41 >40 >40

1 Aligned with the new calculation criteria introduced by the new CSV framework 22021-2024 average 3 Data referring to Hera spa, Inrete, AcegasApsAmga, and Marche
Multiservizi  The figure reported in 2020 is the Group figure; the recently acquired companies (Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia, Blue Meta, and Etra)
have been excluded to make the figure comparable to previous years: Contracts at year-end with energy efficiency solutions = 27.4%; Renewable electricity sold = 31.9%;
Natural gas sold with CO, offsetting = 5.2% > Scopes 1+2+3 sale of electricity and gas downstream ¢ Figure referring to Hera Spa 7 Figure referred to the consumption of
water from civil and industrial aqueducts of the most "water demanding" Group business units served by Hera Spa in Emilia-Romagna 8 2021-2024 average; intended

both as surface area occupied and reuse of excavated material ® 2007 figure 1° Managers and middle managers 't Marche Multiservizi not included
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Shared value

Energy - Pursuing carbon neutrality

Objectives and performance

Promotion of energy efficiency

e Reduce the energy consumption
of Hera, AAA and MMS by 6.5% by

e Consumption is down 6.2% at end
2020 (compared to 2013), thanks to

2023, compared to 2013. measures we have implemented. 7,13 ER
(See page 45)
e Save 648 toe of energy by 2020 e We saved 851 toe thanks to public
due to public lighting measures lighting measures implemented in
including replacing luminaires with 2020, including replacing luminaires 713 ER
LED lamps (40% by 2023). with LED lamps (35% in 2020 ’
compared to 27.5% in 2019). (See
page 52)
o Achieve 22% of customers by 2023 e By 2020, on a like-for-like basis,
with gas, electricity and district 27.4% of our customers have signed
heating offers, with energy up for offers with energy efficiency
efficiency services and with the or received the Diario dei consumi
Diario dei consumi (Consumption (Consumption Diary), 20.2% of the
Diary). Group total (20.1% in 2019). The
Hera ContaWatt, Hera Thermo, Hera 713
Ecomove, Hera Led and Hera Led !
Business offers were promoted and
updated again in 2020, as was the
new Diario dei consumi
(Consumption Diary) which helps
customers monitor and reduce their
consumption. (See page 48)
e Build 3 new industrial e We built 3 new industrial
cogeneration plants in 2020; cogeneration plants in 2020;
promote energy efficiency solutions  condominiums to which we provide
for condominiums (increase the “energy services”, “solar thermal”,
condominiums portfolio thanks to “thermal insulation”, “tax credit 7,9, 13 ER
the offers for "energy services", assignment offer”, or “heat
"solar thermal", "thermal metering system” are up 6.5%. (See
insulation", "tax credit assignment page 50)
offer", and "heat metering system").
Energy transition and renewables
e Start the permitting phase during e The permitting phases for the
2020 for the construction of two conversion of the anaerobic
new biomethane production plants digestion plant in Lugo (RA) and for
. . 7,8,9,
(Lugo (RA) and Enomondo). the construction of the plant in 11,13 ER

Spilamberto (MO) managed by
Enomondo started in 2020. (See
page 80)
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e Achieve 58% of customers using e 21.6% of our customers use

electricity from renewable sources, electricity from renewable sources

and with natural gas with CO2 and with natural gas with COz 7,9,13 .
offsetting, by 2023. offsetting as of 2020 (11.7% in

2019). (See page 62)
Climate change mitigation
e Reduce the carbon intensity index e We reduced the carbon intensity

of energy production by 26% by index of energy production by 22%
2023, compared to 2013 (kg as of 2020, compared to 2013 (kg 7,13 . ER T M
CO2/MWh). CO2/MWh). (See page Errore. Il
segnalibro non é definito.)
e Align our annual reporting with e This report includes the “Hera for
the recommendations of the Task Climate” section, the outcome of a
Force on Climate-related Financial project that was designed to align
Disclosures (TCFD) and the European  with the TCFD Recommendations 7,13 .
Commission's Guidelines on and that involved all of Hera Group's
reporting climate-related business units. (See page 66)
information.

* @ Result achieved or in line with plans. O Result with moderate deviation from planning.
** Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

Promotion of energy efficiency
e Reduce the Group’s energy consumption by 7% by 2024 and by 10% by 2030
7,13 ER T M
compared to 2013.
o Achieve 42% of customers by 2024 and 45% by 2030 with gas, electricity and
district heating offers, with energy efficiency services or that use the Diario dei 7 13
consumi (Consumption Diary). Continue to promote energy efficiency solutions !
for condominiums.
e Continue to implement energy-saving measures in public lighting, including 7 13
replacing luminaires with LED lamps (>65% by 2024). ’
Energy transition and renewables
e >40% of energy from renewable sources in 2030 (excluding safeguard) (32.2%
in 2020). 7913
>20% natural gas sold with CO2 emissions offset by 2030 (excluding wholesalers, '
last resort supply and default service) (4.4% in 2020).
e Launch initiatives to develop hydrogen as an energy vector, including:
- Experimental injection into the gas distribution network of a mixture of
hydrogen and methane
- |dentification of possible technological solutions for energy intensive
industries 7,9,13,17 ER
- Construction of a power-to-gas plant in Bologna (start of permitting phase in
2021)
- Assessment of the technological, economic and regulatory feasibility of
“green” hydrogen production in Ferrara, partnering with Yara
e Produce >15 million cubic metres of biomethane by 2024 and >30 million cubic 78911
metres by 2030 through new anaerobic digestion plants of the organic fraction ! 1& 13 " ER M
of separately collected waste. !
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e Supplement our commercial offers with the sales and installation of
photovoltaic panels and further develop commercial offers with energy
efficiency improvement solutions (air conditioners with heat pumps, efficient
boilers, etc.).

Climate change mitigation

e Reduce our Scope 1 and Scope 2 CO2 emissions by 28% and our Scope 3
emissions (from downstream electricity and gas sales) by 33% by 2030 using the 11, 13
SBTi method, compared to our 2019 emissions.

* Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

7,9, 13
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Promotion of energy efficiency

Primary energy consumption of the Hera Group

Hera’s energy consumption reflects the Group’s multi-business nature. Hera mainly operates:
e cogeneration plants which produce thermal and electrical energy for sales to customers for district
heating, and to meet internal consumption requirements;
e waste-to-energy plants that dispose of waste with energy recovery;
e turboexpanders that take advantage of pressure differentials in the natural gas distribution
stations in the local networks it operates;
e |ow enthalpy geothermal heat recovery systems in the Ferrara district heating plant.

Thanks to constant measures, Hera pursues a policy aimed at increasing energy efficiency throughout its
operations. As part of the implementation of this energy policy we have obtained ISO 50001 energy
certification for the Group companies with the highest energy consumption (76% of the Group’s energy
consumption is for companies with ISO 50001 energy certification).

Primary energy consumption is calculated based on data gathered mainly from measurements and using
calculation and conversion methods defined to apply the regulations of Italian Law 10/91 (MISE Circular of
18 December 2014).

Primary energy consumption, by type

toe 2018 2019 2020
E?:giy) carriers for production (methane, geothermal energy, biogas, 204,893 217,776 187,247
Waste-to-energy treatment 320,942 319,389 322,159
Total energy consumed in electricity or thermal energy production plants 525,835 537,165 509,406
Electricity excluding public lighting 109,522 111,118 107,205
Electricity for public lighting 30,947 29,514 30,158
Natural gas and other energy carriers for heating our offices 2,819 2,852 2,775
Fuel for vehicles 9,889 9,377 9,899
;r:;?llﬂzr;zrngeyr;snsumed for uses other than the production of electricity or 153,177 152,861 150,037
Total 679,012 690,026 659,443

The data refer to energy consumption by Hera Spa, Acantho, AcegasApsAmga, AcegasApsAmga Servizi Energetici,
Aliplast, Aresgas Group, Fea, Feronia, Hasi, Hera Comm, Herambiente, Hera Luce, Hera Servizi Energia, Hera Trading,
Heratech, Hestambiente, Inrete Distribuzione Energia, Marche Multiservizi, Marche Multiservizi Falconara, and
Uniflotte. The figures for electricity concern the tonnes of oil equivalent used to produce the electricity we consumed.
The conversion coefficients set out in the MISE Circular 18 December 2014 were used for all energy carriers except for
waste, for which the calorific value was estimated.

In 2020, primary energy consumption was 659,443 toe, down 4.4% compared to 2019 levels mainly as a
result of the health emergency period, technical problems affecting some of the Group’s major plants
(including the Imola cogeneration plant), and due to the warmer winter climate compared to the previous
year. This mainly affected the consumption of energy carriers for production purposes (-14.0%), electricity
for uses other than public lighting (-3.5%) and energy carriers for heating our offices (-2.7%). On the other
hand, consumption of electricity for public lighting increased (+2.2%), as a result of the increase in the
number of lighting points we operate, and of fuel for vehicles (+5.6%), due to a greater number of
municipalities served by the waste collection service in the metropolitan city of Bologna as a result of the
acquisition in 2019 of Cosea Ambiente, which is reflected in the figures for a full year in 2020.
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The table below shows the organisation’s internal energy consumption calculated in terajoules in
compliance with the Global Reporting Initiative Sustainability Reporting Standard. The figures are from data
gathered mainly from meters and based on the calculation and conversion methods defined for application
of the regulatory provisions of Italian Law 10/1991 (MISE Circular of 18 December 2014). The following
items were taken into account in the calculation:
e energy consumption from non-renewable fuels (diesel, petrol, LPG, natural gas and the 49% non-
renewable share of waste-to-energy);
e energy consumption from renewable fuels (biogas and the renewable share of 51% of waste-to-
energy);
e consumption of purchased energy carriers (grid electricity and solar thermal energy);
e self-produced energy not involving the consumption of other energy sources (self-consumed
photovoltaic electricity, self-consumed solar thermal energy, self-consumed geothermal thermal
energy, landfill biogas, and biomethane from organic waste).

The share of energy produced and sold (electricity fed into the grid, thermal energy sold through district
heating and energy services, landfill biogass, biomethane from organic waste) are then subtracted from
these items to obtain the net share of energy consumed within the organisation.
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Energy consumption within the organisation [302-1]

T) 2018 2019 2020
Waste processed by waste-to-energy plants (49% non- 6,583 6,551 6,608
renewable share)
Methane 6,292 6,673 5,790
Diesel fuel for motor vehicles 363 359 382
Diesel fuel 92 73 62
Methane for motor vehicles 11 13 13
Petrol for motor vehicles 12 11 12
LPG for motor vehicles 8 8 7
LPG 5 2 3
Total non-renewable fuels consumed (+) 13,367 (+) 13,692 (+) 12,877
Waste processed by waste-to-energy plants (51% renewables 6,852 6,818 6,878
share)
Landfill biogas, digesters and treatment plants 1,430 1,441 1,118
Total renewable fuels consumed (+) 8,282 (+) 8,260 (+) 7,996
Electricity from grid 5,713 5,880 5,752
Thermal energy from solar thermal 2 2 2
Total energy carriers purchased for consumption (+) 5,716 (+) 5,882 (+) 5,754
Biomethane from organic waste 0 214 254
Thermal energy from geothermal plants (self-consumption) 326 291 206
Landfill biogas 0 0 179
Electricity from photovoltaic plants (self-consumption) 13 17 15
Thermal energy from solar thermal plants (self-consumption) 1 1 1
Total self-produced energy not through consumption of other (+) 340 (+) 523 (+) 655
energy sources
Electricity sold to the grid 8,458 8,483 7,743
Thermal energy sold 2,638 2,581 2,347
Biomethane from organic waste sold 0 214 254
Landfill biogas sold to third parties 0 0 179
Total self-produced energy sold/sold to third parties (-) 11,096 (-) 11,278 (-) 10,523
Total energy consumption within the organisation 16,608 17,078 16,759

The conversion coefficients have been changed compared to the 2019 financial statements: the conversion
coefficients set out in the MISE Circular of 18 December 2014 were used for all energy carriers except for waste, for
which the calorific value was estimated.

The energy consumed within the organisation in 2020 is 16,759 terajoules, down 2% from the previous
year. The lower energy consumption compared to 2019 is largely due to the health emergency period,
technical problems affecting the Imola cogeneration plant and the Ferrara geothermal wells, and a milder
climate in 2020 compared to the previous year. This impacted the consumption of natural gas (-13.2%),
biogas (-22.4%, also due to the transfer to third parties of biogas generated by landfills by Marche
Multiservizi), and geothermal heat (-29.3%) in the plants, and therefore the volumes of electricity we sold
to the grid (-8.7%) and the thermal energy we sold (-9.1%). There was also an increase in the production of
biomethane (+18.6%) from the Sant’Agata Bolognese plant as a result of the first full year of operation at
full capacity; this energy vector is generated from the organic fraction of separately collected waste and
then completely sold as automotive fuel.

The Group's energy performance can be represented by several indicators that express its development
and prospective targets and illustrate the company's savings strategies. Comparing energy consumption
with certain production and operating indicators can provide consumption intensity indices that reflect the
improvements achieved by efficiency improvement measures and by corporate energy management.
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Consumption intensity and energy efficiency indices [302-3]

2018 2019 2020
Wa*.ce:-r treatment: energy consumption (kWh) / volume of water 0.41 0.41 0.42
purified (m3)
Water network: energy consumption (kWh)/volume of water fed 046 0.44 0.44
into the network (m3)
District heating: primary energy consumption (toe)/thermal energy
fed into the network (GWh) 173.6 181.6 158.0
Waste-to-energy plants: net energy production (kWheg) /volume of 544.6 545.3 550.5
waste treated (t)
Offices: prlmaryzenergy consumed (toe) / area of offices 26.6 26.2 253
(thousands of m?)
Public lighting: energy consumption (kWh)/light points (no.) 336.4 303.8 297.7

The data concern the energy consumption of Hera Spa, AcegasApsAmga, Fea, Gruppo AcegasApsAmga Servizi
Energetici, Gruppo Aresgas, Hera Luce, Herambiente, Hestambiente, and Marche Multiservizi. The data refer to the
consumption of electricity, natural gas, diesel fuel, LPG, petrol, and waste. For district heating we used the conversion
coefficients set out in the MISE Circular of 18 December 2014.

In 2020, the indicators for the water sector were substantially unchanged compared to the previous year,
both for depuration and the water network, despite a lower volume purified (-5.2%) and fed into the
network (-2.1%). It should be emphasised that energy consumption in this type of plant is, by its very
nature, substantially unchanged even in the face of a change in volumes.

The district heating indicator improved compared to the previous year (-13%), mainly due to reduced
operation of the Imola cogeneration plant during the year and lower volumes sold during the health
emergency period, which led to a 16.4% reduction in primary energy consumption.

The energy efficiency of waste-to-energy plants improved (+2.6%) as a result of greater electricity
production (+3.5%) despite the substantial stability of the volumes of waste treated (+0.9%).

The specific energy consumption within the offices also decreased (-3.3%): while the total surface area did
not change compared to the previous year, less energy was consumed (-3.2%), mainly due to energy
efficiency measures carried out during the year and the health emergency period that increased the use of
remote work.

Lastly, the public lighting index also continued to improve (-2% compared to 2020). The number of lighting
points we operate increased by more than 4%. Thanks to the ongoing energy efficiency measures carried
out in this area we consumed less electricity per light point (+2% in absolute terms).

[302-2]

Considering the energy consumption that occurs outside the organisation but is related to the products or
services provided by the Group, we can quantify theenergy consumed outside the organisation. This
calculation includes the consumption of natural gas and electricity by customers, the consumption of fuel in
vehicles used for waste collection and transport and the consumption of fuel in power plants in which the
Group has a minority stake.

Energy consumed outside the organisation in 2020 amounted to 196,754 terajoules (down 2.6% compared
to the previous year) and consists for 97% of energy consumed by customers as natural gas and electricity
sold by the Group.
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Energy efficiency within the Hera Group
[302-4]

The Group’s focus on energy efficiency is reflected by its ISO 50001 certification for energy management
systems for nine of the Group’s companies: Hera Spa, AcegasApsAmga, AcegasApsAmga Servizi Energetici,
Aresgas, Hera Luce, Hera Servizi Energia, Herambiente (obtained in 2020), Inrete Distribuzione Energia, and
Marche Multiservizi. Overall, ISO 50001-certified companies consumed 76% of the Group's total primary
energy in 2020.

The energy improvement plans drawn up since 2014 as part of 1ISO 50001 energy management systems
envisaged reducing energy consumption by 3% (compared to 2013 consumption) by 2017. As a
consequence of the positive results it has achieved, Hera has set increasingly challenging targets: the
Group’s business plan envisages that by 2030, we will implement measures that enable us to achieve
savings equal to 10% of our 2013 consumption (7% by 2024). The objective is calculated as the average of
the objectives that Hera Spa companies, Inrete Distribuzione Energia, AcegasApsAmga, and Marche
Multiservizi have defined within their certification schemes.

To date, we have achieved significant energy savings in the water cycle, testifying to the Group’s great
attention to the sector. In several cases this involves optimisation of the depuration plants, which have
been the target of considerable investment in recent years. Inrete Distribuzione's savings are mainly
concentrated in the distribution of natural gas, and are due to both technological measures
(turboexpanders, innovative control devices) and behavioural measures. Hera Luce and Marche
Multiservizi, on the other hand, have focused onpublic lighting, replacing many light points and traffic
lights with lamps and technologies that consume less energy and are more efficient. In district heating, the
focus is on maximising heat recovery from existing cogenerators, including innovative solutions such as the
installation of heat pumps. Concerning the efficiency of the company’s offices, over the last two years, we
have implemented several measures to replace the lighting fixtures in outdoor areas, leading to saving over
200 megawatt hours per year.

Energy improvement plans of Hera Spa, Inrete Distribuzione Energia, AcegasApsAmga e Marche Multiservizi (2014-
2020)

Savings per year
Measures due to measures Of which measures Of which savings
Type of measure implemented or to implemented or to implemented by achieved by end Company
be implemented be implemented end 2020 2020 (toe)
(toe)
Integrated water service 235 8,204 187 7,291 H-A-M
District heating 54 4,218 49 3,502 H
Energy networks 21 724 20 722 H-A-M
Vehicles and wast.e 19 688 18 687 HAM
management services
Offices 77 620 67 529 H-A-M
Public lighting 22 1,041 20 1,014 A-M
Total 428 15,495 361 13,745
7.0% of 2013 consumption 6.2% of 2013 consumption
(140% of the reduction target of (124% of the reduction target of
5% by 2020) 5% by 2020)

The data refer to Hera Spa, Inrete Distribuzione, AcegasApsAmga, and Marche Multiservizi. For AcegasApsAmga the
baseline is the consumption for the year 2014.

The 360 or so interventions carried out by the end of 2020 and included in the Energy Improvement Plan
since 2014 have resulted in savings of around 13,800 toe, equivalent to 6.2% of our 2013 consumption, far
exceeding the 5% target set for 2020. The more than 428 measures overall identified to date and that at 31
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December 2020 are included in the improvement plans of Hera Spa, AcegasApsAmga, Inrete Distribuzione
and Marche Multiservizi will reduce energy consumption by about 15,500 toe, and therefore achieve the
objective set for 2024 (7% reduction compared to 2013 consumption levels). The measures identified in the
action plan focus mainly on the water cycle where more than half the measures are planned, to achieve
more than 53% of overall energy saving.

Energy efficiency measures by AcegasApsAmga Servizi Energetici, Hera Servizi Energia, Hera Luce, and Herambiente

Measures Savi:ssn:):;s\l/:_::; due Of which measures Of which savings
Type of measure |mp|lemented or to be implemented or to be implemented by end achieved by end 2020
implemented . 2020 (toe)
implemented (toe)
Measures on waste-to-ener;
. 3/ 35 3,003 31 2,193

plants and landfills
Measures on businesses

L ’ - 358 9,573 209 7,635
condominiums and other buildings
Measures on public lighting 71 10,133 30 2423
systems
Total 464 22,709 270 12,251

In addition to the initiatives of the Energy Improvement Plan, we must also consider 464 more energy
efficiency measures planned (270 of which have already been completed as of 2020 and others are in
progress) by Herambiente, AcegasApsAmga Servizi Energetici, Hera Servizi Energia and Hera Luce on
waste disposal plants, condominiums or other buildings, for cogeneration plants and public lighting
systems. These measures will save 22,709 toe per year (12,251 of which already achieved). In several cases,
Herambiente’s interventions concern its waste-to-energy plants, which are undoubtedly a fundamental
part of the Group’s plant fleet, and consist of solutions to maximise heat recovery, and other initiatives
aimed at increasing the plants’ energy production.

The following table shows an overall summary of the actions taken and the savings achieved as a result of
the ISO 50001 improvement plans, and additional energy-saving initiatives. Overall, the Group's energy
efficiency measures implemented from 2013 to date have resulted in 631 measures carried out, which have
led to a saving of 26,090 toe per year; considering the measures already planned, the saving rises to 38,298
toe with 892 measures.

Energy efficiency measures in the Hera Group

2018 2019 2020

Total number of measures implemented and to be

. 372 643 892
implemented (no.)

of which implemented by year-end (no.) 299 431 631

Total savings per year due to measures implemented or to

. 24,410 35,615 38,204
be implemented (toe)

of which achieved by year-end (toe) 19,505 24,920 25,996

The Energy Efficiency Credits (EEC) or White certificates mechanism was created in Italy in 2005 as an
incentive tool for energy efficiency. It is based on the concept of tradable emission permits to which an
economic value is attributed. These certificates are obtained by implementing measures that provide
certified and measurable energy savings. The system envisages a supply and demand mechanism with
savings obligations for gas and electricity distributors, who are assigned annual targets to achieve. Italian
Ministerial Decrees 11/01/2017 and 10/05/2018 changed the procedures for accessing the white
certificates mechanism and redefined the obligations of distributors for the 2017/2020 period. These
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changes have significantly impacted the system, where uncertainty remains concerning the ability to
generate sufficient credits to meet obligations. The market value of the credits has been curbed at Euro
250/EEC, due a shortage of supply over the past few years.

In order to fulfil its obligations, Inrete Distribuzione Energia, the Group company that distributes gas and
electricity, relies on Hera Spa as an Energy saving company (ESCO), which continues to deal with the
procurement of white certificates as it has been doing for over a decade. During 2020, Hera Spa presented
the Italian energy services manager (Gestore dei Servizi Energetici — GSE) with nine new initiatives for
energy-efficiency metered baseline projects, under the provisions of the Italian Ministerial Decree of 11
January 2017. These initiatives are mainly located in the territories served by the Group and, among those
that concern the Group itself, there are efficiency improvements on district heating systems and
wastewater purifiers. As far as public lighting is concerned, AcegasApsAmga presented four new projects
on the redevelopment works implemented by Hera Luce in the municipalities it serves.

White certificate objectives

toe 2018 2019 2020
Gas distribution 326,025 355,199 409,426
Electricity distribution 33,489 37,018 42,956
Total 359,514 392,217 452,382

In 2020, the Hera Group submitted to the GSE projects for energy efficiency certificates amounting to
15,237 toe. In the same year, the GSE approved projects submitted by the Group totalling 14,098 toe.

As part of its energy efficiency promotion initiatives, Hera Spa has continued the cooperation started in
2019 with a team of researchers from the Politecnico di Milano, made up of experts in behavioural
psychology and statistical sciences which, in addition to providing a useful contribution to design the
initiatives, has the skills necessary to develop scientifically valid programs to measure and verify savings.
The collaboration involves the validation, from the point of view of the savings obtained, of energy
optimisation measures in homes, in industrial plants, in the tertiary sector, and in public administration,
due not to replacing or implementing technologies, but to inducing virtuous behaviours obtained with
methodologies inspired by behavioural sciences. Specifically among the initiatives designed to increase
customer awareness of the energy impact of their behaviour, 2020 was the first year of implementation of
Hera Comm'’s Diario dei consumi (Consumption Diary) service, free of charge for electricity, gas, and district
heating customers who choose to join. The results are being validated and will be available in 2021. Please
refer to the case study "Diario dei consumi (Consumption Diary)" at the end of this chapter for more
details.

Hera Group’s measures to increase energy efficiency continue both inside and outside the Group; on the
one hand, by implementing and improving its ISO 50001-certified Energy Management System and, on the
other, by taking part in industry events and conventions.

Moreover, to confirm the Group’s commitment in this area, since 2015 Hera has been publishing the
“Valore all’energia” (“Value to Energy”) thematic report, entirely dedicated to energy efficiency and
subsequently extended to AcegasApsAmga and Marche Multiservizi, and submitted to third-party auditing.

Energy efficiency for families

In 2020, Hera Comm group confirmed its commitment to energy efficiency by offering various value-added
services that enabled household customers to monitor and reduce their consumption.

All free-market customers can request free activation of the Diario dei consumi (Consumption Diary), a
digital service that sends them personalised reports to help them compare their consumption not only
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with that of the previous year but also with that of a similar households in terms of size, type of house,
province, and energy use. All the data is also accessible on the platform and in the dedicated section of the
MyHera app. Please refer to the case study "Diario dei consumi (Consumption Diary)" at the end of this
chapter for more details.

The Hera Led option can be combined with many of Hera Comm’s free market offers, for both new and
existing customers, and offers customers up to two sets of ten LED bulbs each per contract at a 30%
discount on their market value. Replacing an incandescent bulb with a high-efficiency LED bulb can save up
to 80% of the energy used. The technical specifications of the products show that a 9 W LED bulb can
replace a 60 W incandescent bulb. So if we consider an average daily use of 4 hours, a LED bulb consumes
about 13 kWh/year compared to the 88 kWh/year of an equivalent incandescent bulb, clearly reducing
one’s bill and benefiting the environment.

The Hera Thermo option lets customers control the gas consumption of their home by installing a smart,
remotely controllable thermostat. Using it leads to greater attention to how the gas is used: in fact, the
mobile app makes it easy to check the temperature set in the house and check the operation of the boiler
at any time. This ease of control increases awareness and reduces waste, such as by decreasing the
temperature set during certain time ranges and by optimising the system’s on/off cycles. Research shows
that a 1 °C temperature reduction in a house leads to saving 5-10% of gas during the winter season
(Source: Enea).

Hera ContaWatt is an option that helps residential and business customers monitor electricity
consumption: the easy-to-install device connects to the electricity meter via a sensor so that users can
check their electricity consumption through a dedicated app on a mobile device or on a PC. A summary of
the consumption details is also sent by email every week. The ContaWatt device independently connects
to a data transfer platform, can send real-time anomaly alerts to the app or via email, and installation does
not require specialists.

In the final months of 2020, we also launched the Hera Caldaia and Hera Scaldacquaoptions, offering the
sales and “turnkey” installation of condensing boilers with access to tax deductions via a discount directly in
the invoice and high-efficiency gas and electric water heaters.

Concerning energy efficiency solutions, in 2021 we will increase our marketing of heat pump air
conditioners for room air conditioning, providing customers with a “turnkey” solution to their specific
needs (site inspection, supply and installation, management of any required tax paperwork). We will also
continue to offer high-efficiency condensing boilers, including an indoor and outdoor range with several
different power ratings, in order to address our customers’ diverse system requirements, which will include
expert installation fitting thermostatic valves and a smart thermostat to maximise energy savings.
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Contracts at year-end with energy efficiency solutions

202
qty 2018 2019 020 2020
pro forma
Electricity contracts at year-end with electricity energy 159,048 235,299 318,041 318,041

efficiency solutions

Electricity contracts at year-end with electricity energy
efficiency solutions (% of total gas contracts, excluding 18.8% 23.1% 29.9% 26.1%
contracts with safeguard clauses)

Gas contracts at year-end with electricity energy

.. . 147,811 227,755 323,158 323,158
efficiency solutions
Gas contracts at year-end with energy efficiency solutions
(% of total electricity contracts, excluding default and last 11.7% 17.7% 25.4% 16.5%
resort contracts)
Contracts at year-end with energy efficiency solutions 306,859 463,054 641,199 641,199

Contracts at year-end with energy efficiency solutions (%
of total contracts excluding safeguard, default and last 14.6% 20.1% 27.4% 20.2%
resort contracts)

The “2020 pro forma” excludes data relating to the companies Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia,
Blue Meta, and Etra Energia which merged into Hera on 31/12/2019 and is therefore comparable with previous years.

On a like-for-like basis with previous years, at the end of 2020 energy efficiency service contracts account
for 27.4% of the total, and by more than 7 percentage points compared to 2019. Specifically, energy
efficiency services linked to electricity contracts account for 29.9% (+6.8 percentage points), while those
linked to gas contracts account for 25.4% (+7.7 percentage points). The energy efficiency contracts taken
into account include Diario dei consumi (Consumption Diary) and the Hera Led, Hera Led business, Hera
Contawatt and Hera thermo offers. The indicator was calculated excluding safeguard, default and last
resort contracts since, by their very nature, it is not possible to market offers in line with the Group’s
commercial strategy in these markets.

However, considering the recent inclusion of new sales companies in the reporting scope, customers with
energy efficiency services amount to 20.2% of the total. Energy efficiency services in electricity contracts
account for 26.1% and in gas contracts for 16.5%. Including contracts in the safeguard, default and last
resort markets, 19.3% of energy contracts include energy efficiency solutions (25.2% of electricity contracts
and 15.8% of gas contracts).

Over the next few years, we will continue to increase our energy efficiency offers and solutions for
customers, also by extending Hera Comm’s main “sustainable” solutions to Estenergy and to the recently
acquired sales companies.

Energy efficiency for condominiums

Through its subsidiaries Hera Servizi Energia (HSE) and AcegasApsAmga Servizi Energetici (ASE), the Hera
Group operates actively in the energy efficiency sector providing a broad range of services, targeting mainly
condominiumes, large industrial customers, and public administration bodies.

HSE and ASE manage and develop temperature control and heat metering systems in the condominiums in
our portfolio, so as to transparently and unambiguously identify the consumption of each individual user.

Concurrently with its individual heat metering business, HSE is replacing old central heating boilers with
high efficiency models that, combined with the temperature control systems, significantly reduce gas
consumption for condominiums. These condominiums can also access a complete heat management
service under the "Servizio Energia” contract. At end 2020, 34 condominiums are using the energy service
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(down compared to 76 in 2019 as a result of the natural termination of contracts entered into in previous
years) and the savings achieved by its integrated measures are about 27% of the total gas consumption.

Condominiums that carried out several energy refurbishment measures at the same time, individual
metering and a heating plant upgrade, achieved savings of 20% to 40% of their consumption. Moreover, by
assigning state incentive credit to the contractor and entering into a contract for energy provision, the
measures did not involve any disbursement for the customers at the end of the work. The commercial
solutions, in fact, are combined with assigning the state incentive credit to the contractor for the energy
efficiency and seismic upgrade tax incentives for buildings, letting condo owners independently choose the
one that best suits their available funds. Customers can choose whether to bear the cost of the work done
and later deduct the amount on their tax return, or assign the tax deduction and pay the excess at the end
of the work, or choose the solution that requires no disbursement at the end of the work adding to the
state incentive credit the financing of the remaining portion, even combined with an energy supply service
that ensures energy savings and thus reduces heating costs.

The professionalism and experience of HSE and ASE have resulted in a total portfolio of 971 condominiums
at the end of 2020, up 6.5% on the previous year (there were 912 in 2019).

Regarding the savings achieved by installing fuel metering systems in buildings, we can consider an average
0f8.3% reduction in fuel consumption.

Energy efficiency for companies

In the industrial cogeneration sector, Hera offers multi-year energy supply contracts that involve building
and operating combined energy production plants designed to meet all the primary energy needs of
customers. Cogeneration and trigeneration can produce electricity and heating/cooling energy in a single
plant, saving primary energy compared to traditional consumption methods, reducing emissions, achieving
a greater energy efficiency, and reducing supply costs. The main product sectors in which this type of
service is particularly effective are plastics, food, pharmaceuticals, ceramics, and large-scale services such
as museums, shopping centres, spas, and condominiums. Hera Servizi Energia (HSE) offers a full range of
all energy carriers, making it easy for customers to manage and less expensive. According to the customer’s
specific energy requirements, HSE identifies the characteristics of the technological plant required, handles
the preparation of all the permitting documents, and operates and manages the plant.

At the end of 2020, 22 cogeneration plants run by HSE were live (four more than in 2019), of which six are
trigeneration plants. The environmental benefits achieved in 2020 by these plants include 15,228 tonnes
lower CO, emissions and primary energy savings of about 6,513 toe.

Furthermore, Hera Spa has entered into agreements with trade associations in the areas it serves,
collaborating with companies within the scope of the requirements of Legislative Decree 102/14 on Energy
Audits.

Energy Efficiency for the Public Administration

Hera Servizi Energia (HSE) and AcegasApsAmga Servizi Energetici (ASE) use concessions or public-private
partnership instruments in the public administration customer market. Also for this particular type of
contract, the Group companies propose significant investments both for heat generation by installing new
condensing boilers and heat pumps, and insulating building envelopes by installing thermal insulation and
replacing windows and doors with better-performing types. A modern energy management service
completes the offer, provided under an "Energy Service” contract. Under this service, energy efficiency
measures can be financed with the energy savings provided by those same measures, and if possible,
without increasing the current expense level of the recipient of the measures.
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In 2020, as a result of the tenders it won, ASE (the Hera Group company dedicated to public administration
tenders for energy service, facility management, operation, and maintenance), invested more than Euro 11
million in energy efficiency improvement projects.

Implementing multiple measures can achieve savings of 8 to 18%, depending on consumption and previous
measures on the envelopes, and can be combined with the seismic upgrading of the buildings. The
environmental benefits achieved in 2020 for major energy upgrades on new contracts avoided the release
of 650 tonnes of CO,.

Energy efficiency in public lighting

Two Hera Group companies, Hera Luce and Marche Multiservizi, operate more than 570 thousand light
points (+4% compared to 2019), ensuring the proper operation of the public lighting service in 188
municipalities in 11 regions: Emilia-Romagna, Umbria, Lombardy, Marche, Lazio, Tuscany, Piedmont,
Veneto, Friuli-Venezia Giulia, Abruzzo, and Sardinia. In some areas they also manage a total of about 10,450
traffic lights.

Light points and traffic lights operated

2018 2019 2020

No. of municipalities served 176 181 188
Light points at 31/12 534,486 549,009 571,264
of which low-power (%) 34.5% 32.9% 37.7%
of which LED (%) 14.9% 27.5% 34.9%
of which fitted with consumption optimisation systems

(feductio]r; of brightness, paZial swf':fching off, et%/c. ) (%) 51.2% 53.3% 4.2%
Traffic lights 10,523 10,496 10,454
of which LED (%) 62.0% 62.1% 66.5%

In 34,9% of the light points the companies operate, LED lamps are now used, up over 7 percentage points
compared to 2019, when the figure stood at 27,5%. Consumption optimisation systems (brightness
reduction, partial shut-down, etc.) control 54.2% of the light points the companies operate. Energy-saving
light bulbs (i.e. not mercury-vapour lamps which, according to the energy qualification system developed
by Hera Luce on the basis of the Minimum Environmental Criteria belong to class G) are used by 37.7% of
the light points we operate.

Considering the 158 municipalities for which Hera Luce operated the public lighting service from January to
December 2020:
e 93 municipalities only use electricity from renewable sources; electricity consumption in these
municipalities is 41.9% of total consumption;
e in 72 municipalities, the electricity consumption per inhabitant equivalent is less than 50
kWh/inhabitant (calculated considering residents and tourists). These municipalities account for
33.5% of the total electricity consumed,;
e in 23 municipalities all the lighting points we operate use LED lamps (6.3% of total consumption).

In total, 118 of the municipalities feature one or more of these three good environmental practices (use of
renewable sources, low power consumption, LED lamps) with a consumption of 65.2% of the total.

As part of our 2020 shared value EBITDA accounting, we refined the criteria used for Hera Luce and took
into account the share of energy consumed in municipalities that meet at least one of the three criteria
mentioned above.
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During 2020, Hera Luce’s commercial efforts were aimed at consolidating its service area and expanding its
area of influence, offering potential customers smart solutions for their respective cities. Among these
proposals, the commitment to energy efficiency achieved by installing low-consumption systems and,
above all, latest-technology LEDs, is particularly notable.

Moreover, in 2020 Hera Luce worked on finalizing several public private partnership projects using the
Project Finance provisions of Art. 183(15) of Italian Legislative Decree No. 50/2016. The projects submitted
involve reducing the energy consumption and improving the safety of public lighting installations, to
comply with the Minimum Environmental Criteria (MEC) for lighting equipment which came into force in
2017 and with those for public lighting services that came into force in 2018). Among the criteria used to
award the contracts, references to the circular economy and to presenting the material balance are
increasingly frequent. Hera Luce has submitted project financing proposals for which it has been appointed
promoter in the municipalities of Montiano, Muggia, Farindola, Vanzago, Mamoiada, Sorisole, Ala dei Sardi,
Pontecorvo, and Adro.

During 2020, work was completed in 12 municipalities (Bernate Ticino, Boltiere, Carbognano, Colonnella,
Endine Gaiano, Longiano, Paliano, Pedrengo, Romans d’lsonzo, Roncadelle, Roncofreddo, and Talmassons)
and work started in another 15 municipalities. Overall, the measures carried out in 2020 in the
municipalities specified above will save 4,554 MWh of electricity each year, which amounts to 851 tonnes
of oil equivalent. Considering as 2,700 kWh per year the average electricity consumption of a household of
four people, the amount of energy that can be saved each year with the measures implemented by Hera
Luce in 2020 is equal to the annual consumption of 1,686 households. Lower electricity consumption
results in over 1,835 tonnes of carbon dioxide emissions being avoided each year.

In 2020, Hera Luce was awarded the contract for the assignment and management of the works to improve
the efficiency of public lighting systems in the municipalities of Lovere (BG), Adro (BS), Alzano Lombardo
(BG), Sorisole (BG), Pontecorvo (FR), Ala dei Sardi (SS), San Michele al Tagliamento (VE), Limbiate (MB),
Montiano (FC), Besana in Brianza (MB), Vanzago (Ml), Cordenons (PN) and Lesmo (MB). The environmental
impact in terms of energy savings for the measures planned for 2021 is 870 toe.

We also paid special attention to energy-saving measures at the Hera Group offices: external lighting
efficiency improvements were carried out at the headquarters in Viale Berti Pichat in Bologna (including
architectural lighting, as done for the office building and for the Hera monument), the Frullo and Cristina
Campo offices in Bologna, in Via Terrapieno and Consolare in Rimini, in via Spinelli in Cesena, in via
Casalegno and Molino Rosso in Imola, in via Balzella in Forli, in via Romea Nord in Ravenna, and renovation
started at the offices in via Cesare Diana in Ferrara and at the offices of Marche Multiservizi in Pesaro.

Hera Luce continues the development work on several actions and partnerships launched in previous years
concerning:

e update of the Minimum Environmental Criteria (MEC) for public lighting and definition of the new
MEC for lighting services, as a member of the specific workgroup created by the Italian Ministry for
the Environment, Land and Sea Protection;

e dissemination of the culture of light;

e lighting device performance monitoring system in line with the Minimum Environmental Criteria,
together with the Ministry for the Environment, Land and Sea Protection;

e the development of models designed to provide local authorities with tools that enable them to
understand the process of analysing and assessing energy efficiency improvement activities, obtain
information on the activities to undertake for an energy renovation programme, and attain an
initial estimate of the costs of the measures and the benefits that can be obtained;

e analysis of new lighting technologies, assessing costs/benefits and future development options, in
association with several universities;
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e the creation of projects designed to advance public lighting towards the development of smart
cities using the public lighting infrastructure;
e development of the circular economy project, by studying a practical case applied to a public

lighting system, drafting the material balance for the projects presented in the tender, using a tool
that measures the circularity of materials.
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Energy transition and renewables

Renewable energy production plants and total production

The Herambiente Group produces heat and electricity from burning waste, in its nine waste-to-energy
plants with an overall installed electrical capacity of 128 MW. Eight of these waste-to-energy plants are
used for municipal waste and as described in greater detail below, the energy they produce is considered to
be 51% from renewable sources (the biodegradable share of the waste used). Three of these waste-to-
energy plants, moreover, recover thermal energy to supply nearby district heating networks.

The Ferrara district heating plant is joined, in the production of thermal energy, by geothermal wells
located in the Casaglia district, thanks to which heat is drawn from underground: in this case, geothermal
energy is the primary source of the district heating system, in addition to that provided by a waste-to-
energy plant.

The Herambiente Group owns the biodigesters in Rimini, Lugo (RA), and Cesena, where there are biogas
cogeneration plants with an electrical power of about one MW each. In addition, some the biogas
exploitation plants at ten landfills are still active, as is the biomass plant operated in Faenza by Enomondo,
in which Herambiente has a 50% stake. The integrated water system also includes four cogeneration plants
located at wastewater depuration plants operated by the Group (Bologna, Cesena, Forli, and Savignano sul
Rubicone), where the biogas produced by the treatment of wastewater treatment sludge is used to
produce electricity typically for self-consumption at such sites.

In the gas distribution field, Inrete Distribuzione Energia and AcegasApsAmga operate seven
turboexpanders, located in Bologna, Ferrara, Forli, Padua, Ravenna and Trieste which generate electricity
by exploiting the gas pressure differentials in the distribution network.

The photovoltaic plants installed at Hera’s offices and the Herambiente facilities of Granarolo dell’Emilia
(BO), Lugo (RA), Mordano (BO), Pozzilli (I1S) and Rimini add a total of 4.5 MW more, besides those installed
at the AcegasApsAmga plants of Trieste for a further 100 kW in total.

The Sant’Agata Bolognese anaerobic digestion plant became fully operational in 2020. The biomethane it
produces from the organic fraction of separately collected waste is fed into the local distribution network
and used to power motor vehicles.

In addition to the above renewable energy production plants, the Hera Group also operates other plants
that efficiently generate energy, among which the 82 MW Imola cogeneration plant as well as 28 other
smaller cogeneration and trigeneration plants, for an additional total installed capacity of 54.5 MW of
electricity.

Nominal installed power (2020)

MW 2020 %
Electric power from renewable sources 92 29%
Electric power cogeneration + turboexpansion 154 50%
Electric power from other sources 65 21%
Total electric power 311 100%
Thermal power from renewable sources 54 7%
Thermal power from cogeneration 134 18%
Thermal power from other sources 544 74%
Total thermal power 732 100%
Total biomethane power 10 100%

Electric power: renewable electric power includes 51% from waste-to-energy plants (the share considered
renewable), biogas, and photovoltaic; other sources include 49% from waste-to-energy plants (the share considered
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non-renewable). Thermal power: renewable thermal power includes 51% from waste-to-energy plants (the share
considered renewable), biogas, and geothermal power; other sources include 49% from waste-to-energy plants (the
share considered non-renewable) and thermoelectric power stations.

Overall, electrical power from renewable sourcess and from cogeneration and turboexpansion was 246
MW (79% of the total), while thermal power from renewables and cogeneration was 188 MW, 25% of the

total.

Hera Group’s energy production plants by area (2020)

h | . .
Province Photovoltaic Gez;‘;;rrna Biogas Biomethane Cogeneration Turboexpansion
e 2 plants _ 6 plants 1 plant 11 plants 2 plants
(3.1 MW) (9.6 MW) (10.0 MW) (197.3 MW) (1.6 MW)
1 plant ) ) ) 1 plant
Ferrara (14.0 MW) (2.4 MW)
< _ ) 5 plants ) 8 plants 1 plant
R o (2.9 MW) (25.6 MW) (1.5 MW)
1 plant 4 plants
Modena - (0.6 MW) (12.2 MW)
1 plant
Padua i ) ) ) i (23 MwW)
. 1 plant
Pesaro-Urbino - - (2.0 MW) - -
2 plants _ 2 plants ) 4 plants 1 plant
ERTELE (0.7 MW) (3.9 MW) (12.9 MW) (1.0 MW)
Lo 2 plants ) 1 plant . ) )
Rimini (0.2 MW) (1.0 MW)
. 2 plants ) 1 plant
Trieste (0.1 MW) (1.5 MW)
. 1 plant ) 1 plant . 2 plants )
Other provinces (0.5 MW) (1.3 MW) (17.8 MW)
Total 9 plants 1 plant 17 plants 1 plant 29 plants 7 plants
(4.6 MW) (14.0 MW) (21.3 MW) (10.0 MW) (265.8 MW) (10.3 MW)
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Total energy produced

MWh 2018 2019 2020
Waste-to-energy plants (51% renewables share) 418,712 420,571 434,517
Combustion of landfill biogas 56,373 47,714 40,752
Combustion of landfill biogas in third-party plants 12,922 11,020 7,772
Combustion of digester biogas 22,309 22,466 22,362
Combustion of depuration plant biogas 12,947 12,550 13,697
Photovoltaic energy 1,714 1,858 1,937
Geothermal power 75,382 67,415 47,680
Biomethane 0 59,215 71,058
Total renewable sources 600,358 642,808 639,775
Cogeneration 475,347 492,862 364,325
Industrial cogeneration at third party facilities 208,542 236,488 243,224
Turboexpanders 5,725 8,804 5,933
Total cogeneration + turboexpansion 689,614 738,154 613,482
Waste-to-energy plants (49% non-renewables share) 402,292 404,078 417,477
Thermoelectric power stations 280,361 564,691 528,632
Total traditional sources 682,653 968,769 946,109
Total energy produced 1,972,625 2,349,732 2,199,366

The total energy generated by the Group’s plants in 2020 was 2,199.4 GWh, down 6% from the previous

year. 57% comes from renewable sources and from cogeneration and turboexpansion plants.
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In detail, the energy generated from renewable sources in 2020 was 639.8 GWh, accounting for 29.1% of
the total. This share is down by about 2 percentage points compared to the previous year, mainly due to
the lower energy produced by the combustion of landfill biogass, digesters and purifiers (-10%) and

57




geothermal power plants (-29%); on the other hand, there has been an increase in the production of
biomethane (+20%) and energy from waste-to-energy plants (+3%) and photovoltaic energy (+9%).

The share of energy produced by cogeneration and turboexpansion plants is 27.9%, down 3.5 percentage
points mainly due to the lower energy demand resulting from the health emergency period and some
technical problems at the Imola cogeneration plant.

Total energy produced (2020)

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% -

Electricity Thermal energy Total
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In future years, we expect to improve the sustainability profile of the Group’s energy production, mainly by
building new plants that produce biomethane from the organic fraction of waste and from separately
collected mowing and pruning waste.

Electricity generation

The table below outlines the net electricity generation of the Group’s plants. The energy, net of
consumption required by generation (auxiliary consumption), may not match that fed into the grid since
part of it may be used in other production processes.
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Net electricity generated

MWh 2018 2019 2020
Waste-to-energy plants (51% renewables share) 347,481 345,259 354,936
Combustion of landfill biogas 56,373 47,714 40,752
Combustion of landfill biogas in third-party plants 12,922 11,020 7,772
Combustion of digester biogas 22,309 22,466 22,362
Combustion of depuration plant biogas 6,139 5,967 6,793
Photovoltaic energy 1,714 1,858 1,937
Total renewable sources 446,937 434,285 434,552
Cogeneration 302,626 324,429 223,475
Industrial cogeneration at third party facilities 127,538 143,726 147,821
Turboexpanders 5,725 8,804 5,933
Total cogeneration + turboexpansion 435,889 476,959 377,229
Waste-to-energy plants (49% non-renewables share) 333,854 331,720 341,017
Total traditional sources 333,854 331,720 341,017
Total electricity produced 1,216,680 1,242,963 1,152,798

The total net electricity generated by the Group’s plants in 2020 was 1,152.8 GWh, down 7% from the
previous year. 70.4% comes from renewable sources and from cogeneration and turboexpansion plants.
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In particular, electricity production from renewable sources in 2020 was 434.6 GWh, amounting to 37.7%
of the total generated. Energy produced by waste-to-energy (+3%) and photovoltaic plants (+4%) is
increasing, while production from biogas combustion is decreasing (-11%). The production of electricity
from cogeneration and turboexpanders, which represents 32.7% of the total, decreased by 21% compared
to 2019 mainly due to the lower demand for energy during the health emergency period and the technical
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problems affecting the Imola cogeneration plant. Lastly, electricity produced from traditional sources is up
3%, accounting for 29.6% of the total generated by 2020. However, this production is highly
environmentally sustainable since it comes from the waste-to-energy process for the share exceeding 51%
(considered biodegradable) and is therefore classified as energy from recovery processes.

Incentives to generate electricity using green certificates are awarded to plants fuelled by renewable
sources which started operating by 31 December 2012 and to cogeneration plants combined with district
heating networks which started operating by 31 December 2009. In both cases, the amount of energy
incentivised is not exactly equal to the amount of electricity generated. In the first case, for plants that
started operations after 2007, multiplication coefficients were introduced that take into account the plant’s
technology: for example, if landfill biogas is used, the recognition awarded is calculated by multiplying the
energy generated by 0.8. For non-agricultural biomass with a short supply chain, the factor is 1.3. In the
second case, the incentive is proportional to the sales of cogenerated useful heat to district heating
network users. Since 2016, any remaining right to the issue of green certificates has been converted into an
incentive for the electricity generated, as required by the Italian Ministerial Decree of 6 July 2012.

For waste-derived electricity, the energy recognised for earning incentives, and to which the above-
mentioned factors apply, is limited to the biodegradable portion, since it is considered a renewable source
by European and ltalian regulations. The Italian Ministerial Decree of 6 July 2012 defines the criteria for
evaluating this portion on a flat rate basis, set at 51% for waste-to-energy plants that use municipal waste
downstream from separate waste collection. In calculating the share of energy produced from renewable
sources, a figure of 51% was considered for both electricity and thermal energy produced from waste-to-
energy plants, applying the flat-rate criteria. This percentage was assumed as applied to all waste disposed
of in waste-to-energy plants (municipal and special) and for all the three years considered, in order to have
consistent terms of comparison defined in accordance with the regulations in force. The one exception is
the special-waste waste-to-energy plant in Ravenna, whose production is given a biodegradability
coefficient of nearly zero since the waste it treats is considered totally non-renewable, because it comes
from industrial processes.

For cogeneration plants, the Italian Ministerial Decree of 4 August 2011, implementing Italian Legislative
Decree No. 20/2007, establishes the methods to calculate cogeneration production and the performance
level the cogeneration process must achieve to qualify as high-performance cogeneration. The subsequent
decree of the Italian Ministry of Economic Development of 5 September 2011 sets a new support regime
for cogeneration. The incentive is based on white certificates and is recognised by the Energy Services
Manager, after attributing the qualification of cogeneration, according to the actual primary energy savings
achieved.

Thermal power generation

The table below outlines the thermal energy production of the Group’s plants.
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Thermal energy generated

MWh 2018 2019 2020
Waste-to-energy plants (51% renewables share) 71,231 75,312 79,581
Geothermal power 75,382 67,415 47,680
Combustion of depuration plant biogas 6,808 6,582 6,904
Total renewable sources 153,422 149,309 134,165
Cogeneration 172,721 168,433 140,850
Industrial cogeneration at third party facilities 81,004 92,762 95,403
Total cogeneration 253,725 261,195 236,253
Thermoelectric power stations 280,361 564,691 528,632
Waste-to-energy plants (49% non-renewables share) 68,438 72,358 76,460
Total traditional sources 348,799 637,049 605,092
Total thermal energy generated 755,946 1,047,553 975,510

Since 2019, the data also take into account the thermal energy produced by AcegasApsAmga Servizi Energetici’s

thermal power plants.

The total thermal energy generated by the Group’s plants in 2020 was 975.5 GWh, down 7% from the
previous year. 38% comes from renewable sources and from cogeneration and turboexpansion plants.
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Thermal energy production from renewable sources was 134.2 GWh, amounting to 13.8% of the total
generated in 2020. This share is down 10% compared to 2019 mainly due to some technical problems that
occurred in the geothermal plant of Ferrara that produces 29% less. On the other hand, energy generation
from waste-to-energy plants (+6%) and biogas combustion in depuration plants (+5%) is increasing.
Thermal energy production from cogeneration, which accounts for 24.2% of the total, decreased by 10% for
the reasons mentioned above. Lastly, electricity produced from traditional sources increased by 5%,




accounting for 62% of the total generated. However, 12.6% of this production is highly environmentally
sustainable since it comes from the waste-to-energy process for the share exceeding 51% (considered
biodegradable) and is therefore classified as energy from recovery processes.

Renewable energy for the Hera Group and our customers

In 2020, 83% of the electricity consumption of the Group's main companies was covered by energy from
renewable sources. Specifically, the companies for which electricity from renewable sources was
purchased are: Acantho (covering 55% of consumption), AcegasApsAmga (100%), Estenergy (100%),
Feronia (100%), Frullo Energia Ambiente (100%), Hera Spa (100%), Herambiente (92%), Herambiente Servizi
Industriali (100%), Hestambiente (100%), Inrete Distribuzione Energia (72%), Marche Multiservizi (100%),
Marche Multiservizi Falconara (100%), Uniflotte (100%). We plan to use electricity from renewable sources
for 100% of the consumption of Group’s companies by 2023.

Internal consumption of electricity from renewable sources

MWh 2019 2020
Consumption of electricity from renewable sources (GO) 483,705 465,835
Total electricity consumption 583,903 561,155
Consumption of electricity from renewable sources (%) 82.8% 83.0%

Creating shared value and sustainability are the pillars on which Hera Comm bases its commercial
operations and as a result the design of new offers and solutions for customers also centres around these
principles. The choice of “green” energy is the first step in a customer’s change process towards
environmental sustainability, and Hera Comm help its customers make this choice by marketing 100%
"green" offers.

For example, the "Nature Package" offer guarantees that the electricity provided will be from renewable
sources certified by the Energy Services Manager (“Guarantee of Origin”), while "Hera zero footprint", in
addition to including the supply of electricity from renewable sources, offsets the CO, emissions of natural
gas consumed by customers by purchasing carbon credits that support decarbonisation projects with a
positive impact on the environment and society (see the case study at the end of this chapter for more
details). Both offers are available at no extra cost. Customers that choose these plans, can also help to
reduce paper consumption by using online billing, and are on the road less since they use direct debit to
pay their bills.
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Electricity and gas contracts at year-end with “green” offers

qty 2018 2019 2020 2020
pro forma

Electricity contracts at year-end with electricity from

102,779 201,339 335,042 340,507
renewable sources

Electricity contracts at year-end with electricity from
renewable sources out of total electricity contracts 12.2% 19.8% 31.5% 28.0%
(excluding safeguard contracts) (%)

Gas contracts at year-end with CO2 emissions offsetting - 67,961 168,651 187,372
Gas contracts at year-end withcoz offsets on total gas

contracts (excluding default and last resort contracts) - 5.3% 13.3% 9.6%
(%)

Electricity and gas contracts at year-end with “green”

offers (electricity from renewable sources or gas with 102,779 269,300 503,693 527,879

CO: offsetting)

Electricity and gas contracts at year-end with “green”
offers (electricity from renewable sources or gas with
CO: offsetting) out of total electricity and gas contracts 4.9% 11.7% 21.6% 16.6%
(excluding safeguard, default, and last resort
contracts) (%)

The “2020 pro forma” excludes data relating to the companies Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia,
Blue Meta, and Etra Energia which merged into Hera on 31/12/2019 and is therefore comparable with previous years.

On a like-for-like basis with previous years, in 2020, customers who have chosen “green” energy account
for 21.6% of the total, up by around 10 percentage points compared with 2019. In detail, contracts with
electricity from renewable sources account for 31.5% (+11.7 percentage points), while gas contracts with
CO, offsets account for 13.3% (+8 percentage points). The indicator was calculated excluding safeguard,
default, and last resort contracts since, by their very nature, it is not possible to market offers in line with
the Group’s commercial strategy in these markets.

However, considering the recent inclusion of new sales companies in the reporting scope, customers with
"green" energy account for 16.6% of the total. Electricity contracts with renewable energy supply account
for 28%, while gas contracts with CO; offsetting account for 9.6%. Including contracts in the safeguard,
default, and last resort markets, 15.9% of energy contracts include energy efficiency solutions (26.9% of
electricity contracts and 9.1% of gas contracts).

Over the next few years, we will continue to increase our “green” energy offers and solutions for
customers, also by extending Hera Comm’s main “sustainable” solutions to Estenergy and to the recently
acquired sales companies.

Once again, in 2020, as an extraordinary measure, Hera purchased enough electricity from renewable
sources to fully cover the consumption of all of Hera Comm’s free market household customers, not just
those with the Pacchetto Natura or Hera Impronta Zero offers. The transaction, which involves the
purchase of Guarantee of Origin (GO) certificates, ensuring that the energy comes from renewable
sources, was made possible thanks to the availability and price conditions such as to be able to cover the
1,953 GWh corresponding precisely to the total consumption of the Hera Comm Group's free market
household customers who have not chosen to purchase electricity from renewable sources.

Including renewable energy sold to companies that have voluntarily chosen a more sustainable energy
profile and that sold to Group companies, we sold 3,410.8 GWh of renewable energy in 2020, accounting
for 32.9% of the electricity we sold on the free market. Including the enhanced protection market, we sold
a total of 3,418.8 GWh of renewable energy in 2020, accounting for 32.2% of the total electricity we sold in
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the two markets (up more than 3 percentage points on the previous year). These figures take into account
both the purchase of renewable energy certified by Guarantee of Origin certificates and the latest available
Italian average fuel mix (where the share of renewable energy is 2.92%).

Electricity from renewable sources sold to free market and protected market customers

2020

GWh 2018 2019 2020
pro forma
Electricity from renewable sources sold 2,419.7 2,966.5 3,185.3 3,418.8
Total electricity sold (excluding safeguard) 9,455.8 10,197.5 9,991.5 10,628.5

Electricity from renewable sources sold to free market
and protected market customers (% of total volumes 25.6% 29.1% 31.9% 32.2%
sold excluding safeguard)

The “2020 pro forma” excludes data relating to the companies Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia,
Blue Meta, and Etra Energia which merged into Hera on 31/12/2019 and is therefore comparable with previous years.

Considering also the contracts for safeguard services, the total renewable energy we sold in 2020 was
3,482.9 GWh, 27.2% of the total electricity we sold. In the safeguarded market, by its very nature, it is not
possible to market offers in line with the Group’s commercial strategy, and the purchase of the electricity
that is sold to customers is the responsibility of the Single Purchaser.

Electricity from renewable sources sold to free market, protected and safeguard customers

GWh 2018 2019 2020 2020
pro forma
Electricity from renewable sources sold 2,515.6 3,043.4 3,249.3 3,482.9
Total electricity sold 11,854.1 12,830.4 12,184.0 12,820.7
Electricity from renewable sources sold to free market,
protected and safeguard customers (% of total volume 21.2% 23.7% 26.7% 27.2%
sold)

The “2020 pro forma” excludes data relating to the companies Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia,
Blue Meta, and Etra Energia which merged into Hera on 31/12/2019 and is therefore comparable with previous years.

The sales of natural gas with CO, emissions offsets grew further in 2020, after we started to market the
Hera Impronta Zero offer in 2019; on a like-for-like basis, the share of natural gas sold with CO, emissions
offsets increased from 0.8% in 2019 to 5.2% in 2020. At the Group level, on the other hand, this share
represents 4.4% of total natural gas we sold.
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Natural gas sold with CO: offsetting

Million scm 2019 2020 2020
pro forma
Natural gas sold with CO; offsetting 16 104 127
Total naturall gas sold (excluding volumes sold to wholesalers, 2018 2012 2923
default service, and last resort supply)
Natural gas sold withco2 offsets (% of total sold volumes
excluding volumes sold to wholesalers, default service, and last 0.8% 5.2% 4.4%

resort supply)

The “2020 pro forma” excludes data relating to the companies Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia,
Blue Meta, and Etra Energia which merged into Hera on 31/12/2019 and is therefore comparable with previous years.

Considering the markets for default service and for supply of last resort, the total methane gas sold with

CO2 emissions compensation in 2020 was 4.2%.
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Climate change mitigation
Hera for climate

The challenge of climate change and Hera Group’s commitment

Climate change is one of the greatest challenges facing humanity today. Accepting this challenge means
initiating an ecological transformation of technology, the economy and society. Fossil fuels are one of the
main causes of climate change and it is therefore essential to reduce their consumption to limit the
increase of the main greenhouse gas, carbon dioxide.

The Group's commitment in this area starts with several actions taken in terms of mitigation and
adaptation. The Group's strategy for climate change mitigation mainly consists of:
e purchasing renewable energy to power its business and to sell it to its customers;
e increasing renewable energy production (in particular biomethane and geothermal energy);
o offering solutions to reduce the carbon footprint of customers in all segments (households,
condominiums, businesses, and public administration);
e initiatives and projects to reduce its carbon footprint;
e promoting and implementing circular economy principles;
e implementing technological innovation projects and initiatives for a more complete
environmental sustainability of its business.
Since 2006, the Hera Group has been a member of the CDP, an independent not-for-profit organization that
provides businesses and countries with a way to measure, track, manage and share information about
climate change and on the sustainable use of water resources on a global scale. CDP compliance requires
measuring and reporting all of an organisation’s performance, and the initiatives taken to reduce GHG
emissions. In 2020, Hera achieved level A- (on an A-D scale), higher than the result obtained in 2019 (level
B), than the average of the “Energy utilities network” sector (level B) and than the European and global
average (level C).

Also in the field of reporting, this assessment contains:

1) the results of our process to align with the Recommendations of the Task Force on Climate-
related Financial Disclosure (TCFD) which started in December 2019 and involved several
Departments and all the Group's Business Units;

2) our first report on GHG emissions in relation to the reduction targets defined in 2020 and
submitted to the Science Based Target Initiative at the end of January 2021.

TCFD recommendations

In 2015, the member states of the United Nations signed the Paris Agreement, in which they committed to
work to limit the global average temperature rise to well below 2°C compared to pre-industrial levels and
strive to limit the increase to 1.5°C by the end of this century. In the same year, the G20’s Financial
Stability Board (FSB) established the Task Force on Climate-related Financial Disclosures (TCFD) to support
organisations in becoming more transparent about the financial opportunities and risks linked to climate
change. In 2017, the TCFD published recommendations on financial disclosures, which are now an
international reference for corporate climate risk management. The TCFD’s recommendations are
applicable to organisations in all sectors and are classified into four areas: governance, strategy, risk
management, and metrics & targets.

The Hera Group decided to adopt the approach proposed by the TCFD and to do so, in December 2019,
started a process to align with the recommendations. The process involves three main steps:
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e establishing a dedicated working group consisting of: Shared Value and Sustainability
Department, Enterprise Risk Management, Central Department for Strategy, Regulation and
Local Authorities and Energy Management. Some steps also involved: Central Innovation
Department, Administration, Finance and Control Department, HR and Organisation Central
Department, Quality, Safety and Environment Department and the Business Units.

e performing an in-depth analysis of the gaps in Hera Group’s reporting system and in the
management of climate opportunities and risks with respect to TCFD recommendations.

o defining a work plan to increase the degree of alignment with the TCFD’s recommendations, the
first results of which were already visible in our 2019 Sustainability Report and our Value for Energy
thematic report published in 2020, and which are completed in this report.

Governance of climate change issues

At the Board of Directors level, management of the risks and opportunities linked to climate change is
supported by the Control and Risks Committee, the Risk Committee and, indirectly, the Ethics and
Sustainability Committee, the tasks of which include monitoring the implementation of sustainability
policies and the prior review of sustainability reporting to be submitted to the Board.

The CEO is responsible for ensuring the implementation of the sustainability and shared value guidelines,
through the Shared Value and Sustainability Department, one of whose functions is to coordinate the
balanced scorecard system. In addition to chairing the Executive Committee, the Chairman of the Board of
Directors is responsible for setting strategic guidelines and for decisions on capital allocation. In fact, the
Central Department for Strategy, Regulation and Local Authorities reports directly to the CEO.

The Control and Risks Committee is the advisory body set under the Corporate Governance Code to
support the decisions and assessments of the Board of Directors concerning the internal control and risk
management system, including risks related to climate change, with adequate preliminary activities.

At the management level, the Risk Committee defines risk management policies and develops specific
guidelines and objectives to be followed by the business units. Therefore, it can also be an appropriate
reference framework and guideline to address climate change risks.

The Shared Value and Sustainability Department has among its responsibilities some of the key elements
to ensure the good management of climate risks and opportunities. It coordinates the process of defining
balanced scorecards, prepares corporate guidelines and reporting in the Shared Value and Sustainability
area and develops new sustainability projects. In addition to that, the head of the department is also a
member of the Group's Ethics and Sustainability Committee.

The Central Department for Strategy, Regulation and Local Authorities plays a key role in the resilience of
the Group's strategy. The management’s forward-looking and future-oriented analysis skills were crucial in
carrying out Hera Group’s first climate scenario analysis. Among the initiatives identified to seize the
opportunities defined through the scenario analysis, the most promising have been included in our 2020-
2024 business plan.

Within Hera Group’s organisational structure, a role in the management of climate opportunities and risks
is also played by the Administration, Finance and Control Department, in particular for defining the annual
budget and raising capital, and by the Energy Management Department, which supports the CEO in
developing energy-saving initiatives.

In order to strengthen the governance of climate change aspects, during 2020 the working group also
identified a number of opportunities for improvement that will be subject to evaluation and subsequent
implementation. Some of these affect the management system and will support a more formalised and
integrated consideration of climate change issues in all those business processes that can contribute to the
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pursuit of carbon neutrality. In particular, the opportunities identified concern the investment
authorisation process, the risk identification methodology and the planning process.

The management system and Enterprise Risk Management

Our quality, safety, environment and social responsibility management system is the set of interrelated or
interacting elements that support the implementation of Hera Group's policies and objectives in a large
number of areas, including those relating to climate change.

Concerning the identification, assessment and management of climate risks, the organisational structure
adopted by the Hera Group makes it possible to manage the exposure to risk arising from its businesses
and, at the same time, to preserve the effectiveness of management along the entire value chain.

In our corporate governance system, the Control and Risks Committee, which is a part of the Board of
Directors, is responsible for monitoring the functionality of the internal control system, the efficiency of
company operations, as well as compliance with laws and regulations.

The Control and Risks Committee receives regular reports from the Risk Committee, which is the main
body for steering, monitoring, and reporting on risk management strategies, including climate risks. The
Risk Committee is responsible for defining the guidelines for the Enterprise Risk Management process, the
mapping and monitoring of corporate risks and the definition of Risk Policies, to submit to the Board of
Directors for approval.

Specific risk analyses are conducted by the Enterprise Risk Manager or by the Risk Specialists, who play an
essential role in identifying, assessing and controlling how risks are managed. Climate-related risks, both
physical and transitional, are included in the risk categories that have been analysed by the Enterprise Risk
Manager.

During 2020, the climate scenario analysis conducted by the cross-functional working group led the
Enterprise Risk Manager to define new quantification methods to assess the potential financial impact of
the most relevant climate risks.

Analysis of climate scenarios

Scenario analysis is a methodology used to test the resilience of business plans under different
assumptions of future developments. In the context of climate change, analysis of the scenarios helps us
understand how physical and transitional climate opportunities and risks may affect our business over
time.

To carry out its analysis, Hera Group selected the two most relevant scenarios out of nine taken as a
starting point.

We chose the IEA ETP 2DS transition scenario, developed by the International Energy Agency, as the
“ambitious” climate scenario, that described a future development characterised by strong decarbonisation
processes to keep the increase in average temperatures below 2°C.

IEA ETP 2DS transition scenario: Key parameters to 2050

e Energy intensity (TWh/GDP): -67% vs. 2013
Energy e Production of advanced biofuels: 20-fold increase from 2020 to 2025
e Natural gas import price: 10.2 S/MBTU (2017: 5 $/MBTU)
e Strongincrease in production of electricity from renewable sources
Electricity e Emission factor: <40 gCO,/kWh (2017: 484 gCO»/kWh)
e 50% of solar generation from domestic panels (distributed generation)
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e Demand for electricity: +68% vs. 2017

e CO, emissions:

-54% vs. 2017

GHG emissions e CO, price: up to $210/tCO, (2017: Euro 5.8/tC0,)
e Carbon capture utilisation and storage (Ccus): from 2.4 MtCO; (2017) to 3,500 Mt

We selected the IPCC RCP 8.5 physical scenario as a “pessimistic” scenario, in order to study the possible
impacts on Hera Group’s strategy in case of a “business-as-usual” pathway and a resulting large increase in
average temperature (about 4° C). We selected the indicators available in the models simulating the RCP
8.5 scenario from the results of an analysis previously conducted by Enterprise Risk Management, which
involved the business units in order to identify the climate events to which they are most exposed.

Physical scenario RCP 8.5: Key parameters

Dimension Parameters 1980-2005 _ Trend to 2050

No. of days with heavy rainfall 23 days N

Precipitation No. of rainy days 90 days N
Consecutive days without rain 25 days A
Average maximum temperature 17.5°C AN

Temperatures Average minimum temperature 8.5°C AN
Heating degree days 1950 DD NN

+8cm
Sea Sea level (vs. 1990) AN

At the same time, we defined timescales to distinguish and classify risks, opportunities and impacts as
short, medium- and long-term. This strategic approach enables us to go beyond the traditional time frame

of the business plan.

Short-term

Medium-term

From O to 5 years

From 5 to 10 years

Long-term

From 10 to 30 years

Business plan timescale

Decarbonisation timescale

European Green Deal timescale

Risks and opportunities arising from climate change

The analysis of the ETP 2DS and RCP 8.5 climate scenarios identified eight physical risks, eight transition
risks, and 15 opportunities. Each risk and each opportunity has been linked to:

e atimescale;

e a priority level (defined as the combination of the level of likelihood that the context in which Hera
operates will change as described by the risk/opportunity and the impact of the risk/opportunity

on the business);

e one or more management methods (for risks) and one or more business initiatives (for

opportunities).

Physical risks

The RCP 8.5 climate scenario analysis conducted by the Hera Group, combined with the investigations
already carried out by Enterprise Risk Management together with the business units, identified eight
physical risks. The physical risks are distributed over the medium- and long-term timescales, with more
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occurrences in the 2031-2050 horizon consistent with the notion that the impacts of climate change will
become increasingly evident in the long term. To mitigate, manage or transfer these risks, we also
identified 21 management methods. Some of the management methods envisaged in the 2020-24 business
plan are explained in the following section on Hera's climate strategy.

Of the eight physical risks assessed, we subjected those with a higher priority level to an in-depth analysis
to quantify their financial impacts. In particular, the risk associated with the decline in gas consumption
and district heating for civil use as a result of the temperature increase was assessed as significant in the
long term.

Transition risks

We identified transition climate risks mainly by the analysis of the International Energy Agency's ETP 2DS
scenario. The analysis led to mapping eight transition risks, mainly concentrated in the medium-term time
horizon, but distributed over all categories of the classification suggested by the TCFD. We also linked each
risk to one or more management methods, which allows the Group to be better prepared for possible
future changes. Some of the management methods envisaged in the 2020-24 business plan are explained in
the following section on Hera's climate strategy.

We further investigated the transition risks considered to be a priority to assess their financial impacts. The
risks related to trends in energy efficiency and electrification of consumption, and to the extension of
carbon pricing systems were significant. We defined management methods and monitoring indicators for
each risk class.

Opportunities

The Hera Group identified the opportunities arising from decarbonisation processes on the basis of the
International Energy Agency's ETP 2DS scenario. The analysis led to the identification of 15 opportunities,
mainly associated with projected reductions in greenhouse gas emissions, increased demand for electricity
and greater use of renewable energy sources and the development of advanced biofuels. Most of the
opportunities are expected in the short term and we identified 33 initiatives to seize them.

We classified ten of the opportunities as relevant in the short term (by 2024). We further developed the
initiatives designed to capture the most promising opportunities to feed into Hera Group's new 2020-2024
business plan. The following section describes how the new plan seizes the opportunities to participate in
the decarbonisation process and what initiatives will be implemented to achieve the objectives.

Hera's climate strategy

Hera Group's new 2020-2024 business plan takes the sustainability guidelines of European policies as a
reference and confirms the Sustainable Development Goals as the basis for the creation of shared value.

The framework of the new business plan consists of three strategic dimensions: environmental, socio-
economic and innovation, which the Group’s projects in all its businesses are built around, to combine the
development of the multi-utility with that of the context in which it operates, in a “win-win” perspective to
increase the share of EBITDA “with shared value” (EBITDA CSV).

The EBITDA CSV indicator measures the share of the Group’s consolidated EBITDA generated by business
operations that respond to the drivers of change and related impact areas identified in the shared value
creation model that informs Hera's approach to sustainability.

During 2020, we updated our shared value creation model to meet the new challenges of the global
scenario. In the new model, shown below, one of the three drivers of shared value creation is the pursuit of
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carbon neutrality of the services we provide, both for the benefit of customers and of the local ecosystem.
The actions envisaged to fight climate change therefore play an important role in the environmental
dimension and in the shared value creation model. These include the commercial offering of products and
services for energy efficiency and carbon neutrality, support for urban electric transportation to reduce
the Group’s energy consumption and natural gas leaks, and circular economy initiatives such as plastic
recycling and biomethane production. In addition, we are studying initiatives, also in partnership with
other companies, aimed at developing hydrogen as an energy vector.

The strategic framework reaches beyond the Plan’s timeframe, to 2030. The goal of reducing greenhouse
gas emissions in line with the criteria of the Science Based Target Initiative is particularly prominent here.

The physical and transitional risk management and business initiatives linked to the opportunities included
in our 2020-24 business plan are outlined below.

Physical risks Timescale Priorities Management method
Floods and flooding with Medium term: Medium- Infrastructural upgrading of drainage
resulting landslides and 2025-2030 high networks, reservoirs and purification
mudslides plants

Increased alert capacity for extreme
events in critical areas

Rising temperatures Long-term: 2031- Medium- Market strategies oriented towards
2050 high the development of customer-
dedicated VAS to complement and
enrich the offer portfolio

Extreme weather events Medium term: Medium- Network resilience plan and
2025-2030 low reinforcement of the electricity
distribution network in the face of
extreme winter events with
interventions on overhead powerlines
and substations

Changes in the distribution | Long-term: 2031- Medium- Strengthening and expanding water

over time of annual 2050 low resources to increase the resilience of
precipitation and average water networks
rainfall amounts Construction of interconnections

between water networks
Enhancement of the application of
advanced leak detection techniques to
increase the efficiency of the network

Transition risks Timescale Priorities Management method
Electrification of energy Medium term Medium- Market strategies oriented towards
consumption and 2025-2030 high the development of customer-
development of renewable dedicated VAS to complement and
energy sources enrich the offer portfolio

Acquiring increasing shares of
electricity customers as a result of
energy carrier switching

Increased presence in electricity
distribution
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Transition risks Timescale Priorities Management method

Limits on the generation of | Medium term Medium- Reducing the group’s carbon footprint

greenhouse gas emissions | 2025-2030 high with energy efficiency improvement
projects, increasing optimised
consumption management and the
use of zero-emission energy sources

Introduction of measures Medium term Medium- Specific projects in the field of energy

requiring structural and 2025-2030 high efficiency

non-structural efficiency
measures

Enhancement of advanced techniques
aimed at limiting the use of primary
resources in the field of:
e water (reduction of water losses,
reuse of water resources)
¢ waste (initiatives to enhance
recovery and recycling)

Opportunities

Timescale

Priorities

Initiative

Air quality and urban Short-term 2021- Medium- Production capacity saturation of

emissions policies, 2024 high existing district heating systems

including incentives for Conversion of district heating plants to

efficient district heating “Efficient district heating systems”

systems

Fiscal bonus for energy Short-term 2021- Medium- Promotion and sales for improving the

efficiency and EU 2024 high energy efficiency of products and

incentives for services

decarbonisation Support for energy efficiency in
buildings

Raising customer Short-term 2021- Medium- Green loyalty programmes and value-

awareness and increase of | 2024 high added services for energy efficiency

green offers by utilities and carbon neutrality

Technological optimisation | Short-term 2021- Medium- Plant optimisation through revamping

and plant efficiency 2024 high

improvement

Stimulating the circular Short-term 2021- Medium- Increase of plastic recycling activities

economy and increasing 2024 high

demand for recycled

plastics and/or bioplastics

Dissemination of Short-term 2021- Medium- Promoting the sales of domestic

Renewable Energy 2024 high photovoltaic systems

Communities and

Environmental

Communities, and increase

of distributed renewable

energy demand

Development of electric Short-term 2021- Medium- Development of services and

transportation and 2024 high infrastructure to support electric

increased demand for
electricity along road
infrastructure

transportation
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Opportunities

Timescale

Priorities

Initiative

Production of biomethane | Short-term 2021- Medium- Construction of plants for the
through recovery 2024 high production of biomethane from the
processes (possible organic fraction of MSW

eligibility for incentives)

Production of syngas Medium term Medium- Introduction of Power-to-Methane
and/or green gas 2025-2030 high technology for electrical energy

(hydrogen, biogas) for the
decarbonisation of the gas
chain and to handle
overproduction of
renewable energy

storage

Climate performance and targets

The Hera Group’s strategy to seize the opportunities linked to decarbonisation and mitigate the risks of
climate change is also governed by monitoring specifically defined KPlIs.

On the one hand, greenhouse gas emission indicators and related intensity indices measure the company's
overall ability to reduce its climate impact and minimise risks.

On the other hand, quantitative measures that affect emissions and economic and financial KPIs capture
how Hera Group is redesigning its internal processes and, above all, its commercial offering to seize the
opportunities offered by regulatory, technological, and market developments related to decarbonisation.

The following table summarises the types and number of indicators that apply to each monitoring area. The
indicators are set out in the appendix to this report.

Monitoring scope Indicators Of which with
targets/forecasts
Emissions 7 6
Intensity index of emissions 5 3
Quantitative measures that affect emissions 12 9
Economic and financial indicators 6 4
Total indicators 30 22

Total emissions of the Hera Group

This report consolidates the innovative reporting of GHG emissions we introduced in our 2019
Sustainability Report as a result of an initial alignment with TCFD’s recommendations. The following
infographic represents the Hera Group's total emissions by supply chain, including those produced by
suppliers and customers.

The Group’s total emissions (Scope 1 + Scope 2 + Scope 3) in 2020 were about 12,644 thousand tonnes of
2e. Specifically, the emissions directly produced by the Group (Scope 1) are equal to 986 thousand tonnes
of CO,e and represent 7.8% of the Group's total emissions. The Group’s indirect emissions from
consumption of electricity (Scope 2), using the market-based method, amount to 44 thousand tonnes of
CO.e and represent less than 1% of the Group's total emissions.

The emissions indirectly caused by the Group’s activities (Scope 3) amount to 11,613 thousand tonnes of

COze, equal to 91.8% of the Group's total emissions. According to the “Technical Guidance for Calculating

Scope 3 Emissions” published by the GHG Protocol, Scope 3 emissions can be divided into two categories:
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upstream and downstream of the supply chain. The Hera Group's Scope 3 includes the following emission
categories:

upstream category (5,072 thousand tonnes of CO.e, 40.1% of the Group’s total emissions):
production of the fuels consumed to generate electricity from non-renewable sources sold to
customers; production of natural gas sold to customers; production of fuel consumed in the
industrial cogeneration plants installed at third parties; production of fuels consumed in owned
vehicles; production of fuels consumed to generate electricity from non-renewable sources
consumed internally; network losses of electricity consumed internally; use of suppliers' vehicles
for waste collection; use of Herambiente's vehicles for waste transport; production and printing of
paper bills;

downstream category (6,541 thousand tonnes of COze, 51.7% of the Group’s total emissions):
consumption by customers of natural gas sold; production of energy by joint venture plants;
recycling of waste from separate waste collection.

Composition of greenhouse gas emissions

Delta

Thousands of t of COze 2019 2020 2020/2019
Waste-to-Energy Plants 400.5 367.8 -8.2%
District heating 201.4 171.7 -14.7%
ASE and HSE energy services (natural gas, diesel, LPG) 208.9 186.4 -10.8%
Landfills for municipal waste 212.6 212.5 0.0%
Leaks in the gas network 28.8 18.2 -36.8%
Company fleets (diesel, petrol, LPG, natural gas) 30.5 29.7 -2.5%
Total direct emissions (Scope 1) [305-1] 1,082.6 986.2 -8.9%
Indirect emissions from energy consumption (Scope 2,
market-based) [305-2] 484 444 8.3%
Total emissions Scope 1 + 2 (market-based) 1,131.0 1,030.6 -8.9%
Sales of natural gas 7,078.2 6,684.0 -5.6%
Sales of electricity 4,386.7 4,195.8 -4.4%
Emissions from ener. roduction and consumption (not
included in Scope 1 agr:/de) ’ ( 418.6 309.3 -26.1%
Emissions from services provided 612.0 423.9 -30.7%
Total indirect emissions (Scope 3) [305-3] 12,495.4 11,613.0 -7.1%
Of which: Scopg 3 sales of natural gas (downstream only) + 10,650.2 10,110.7 51%
sales of electricity
Total emissions Scope 1 + 2 (market-based) +3 13,626.4 12,643.6 -7.2%
Of which: Scope 1 + Scope 2 (market-based) + Scopg 3 sales of 11,781.2 11,141.3 5.4%
natural gas (downstream only) and sales of electricity

The calculation criteria were aligned with the methodology of the Science Based Target Initiative. The 2019 figure
includes data on Estenergy, Amgas Blu, Ascotrade, Ascopiave Energia, Blue Meta, and Etra Energia which merged into
Hera as at 31/12/2019 to allow comparability of data over the two-year period. The calculation specifications adopted
are detailed in the appendix.

In 2020, total GHG emissions (Scopes 1, 2 and 3) decreased by 7.2% compared to 2019.

In particular, direct emissions (Scope 1) and indirect emissions from electricity consumption (Scope 2)
decreased by around 9% compared to 2019. This is mainly due to lower emissions from district heating (-
15%) and from natural gas used in cogeneration plants (-15%) as a result of milder winter temperatures and
lower thermal energy requirements due to the health emergency; without this effect, Scope 1 and 2

74




emissions would decrease by 4% mainly due to the decrease in emissions from waste-to-energy plants due
to the closure of the Ravenna plant.

Scope 2 emissions for 2020 amounted to 44 thousand tonnes, down 8% compared to 2019 as a result of
lower consumption of electricity from non-renewable sources (-5%, due to both a reduction in
consumption and a slight increase in the share of purchased renewable energy) and a reduction in the
national residual emission coefficient (-3%). The value of Scope 2 emissions shown above was calculated
using the market-based method, which makes it possible to attribute value to the organisation’s specific
energy purchase choices, i.e. the part of renewable energy purchased with Guarantee of Origin certificates
and the part of electricity purchased without certificates; for the latter component we used the emission
factor relating to the national "residual mix". On the other hand, Scope 2 emissions calculated with the
location-based method amount to 166 thousand tonnes, calculated by applying the Italian average
emission factor from electricity production, which does not take into account the company's specific
purchasing choices.

Total indirect Scope 3 emissions in 2020 are around 11.6 million tonnes of CO.e, down 7% from the
previous year. These are indirect greenhouse gas emissions that occur outside the organisation's
boundaries and from sources not owned or under direct operational control. This category may include
activities both upstream and downstream of the business’ perimeter, such as the extraction and production
of purchased raw materials or emissions occurring when using the products sold.

Greenhouse gas reduction targets

During 2020, as part of the process of aligning our reporting with the TCFD recommendations, we explored
climate and transition scenarios with a 2050-time horizon. On the basis of these studies, we identified 15
development opportunities for the Group’s businesses and, as a result, we have defined many initiatives
which, together with the development of the energy and climate scenario, will reduce direct and indirect
Group's greenhouse gas emissions.

On the basis of the above, we have defined our emission reduction targets for 2030 compared to 2019 in
line with the Science Based Target Initiative method (with particular regard to the “Well below 2°C” level)
and included in the 2020-2024 business plan approved in January 2021. The scope of the targets includes
both the Group’s emissions (Scope 1 and 2) and those of its customers (Scope 3, for the sales of electricity
and the sales of natural gas downstream) and therefore applies to 86.5% of the Group's total 2019
emissions. We submitted the defined targets to the Science Based Target Initiative at the end of January
2021.

Specifically, the Group's 2030 targets defined and submitted to SBTi are:

e Scope 1+ 2:-28%;
e Scope 3 (sales of electricity and sales of natural gas downstream): -33%;
e Scope 1+2+3 (sales of electricity and sales of natural gas downstream): -33%.

In addition, Hera has set the target of increasing the share of electricity from renewable sources for internal
consumption from 83.0% in 2019 to 100% by 2023.

We will achieve these targets through the many reduction initiatives described in this report, such as
increasing the use of electricity from renewable sources for the consumption of Group companies, reducing
greenhouse gas emissions from landfills, further developing district heating, developing energy efficiency
services for buildings, promoting the energy efficiency of residential customers, increasing the sales of
electricity from renewable sources and launching initiatives to develop hydrogen as an energy carrier. We
expect further improvements from external aspects set out in the CEN energy scenario developed by Terna
and Snam, used as a reference for defining the targets, such as the decarbonisation of electricity
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production, the increase in energy efficiency and the electrification of energy consumption, which will
contribute to meeting the target related to the decrease in GHG emissions.

In 2020, Scope 1 and 2 emissions decreased by 9% compared to 2019 for the reasons described in the
previous section. With regards to Scope 3, emissions linked to the sales of natural gas (downstream) and
electricity, the reduction in 2020 was 5.1% compared to 2019 due to the reduction in the volumes of gas
sold as a result of milder winter temperatures and lower thermal energy requirements linked to the health
emergency. Net of the effects of milder winter temperatures and lower requirements as a result of the
pandemic emergency, this reduction was 2.0% compared to the previous year, due to the higher volumes
of electricity from renewable sources sold by purchasing Guarantee of Origin certificates.

In brief, considering the scope of greenhouse gas emissions for which the 2030 reduction target was set
compared to 2019, the first annual report shows a 5.4% decrease as a result of the trends described above.
Without taking into account the effects of the milder winter season and the lower thermal energy
requirements due to the health emergency, the decrease was 2.2% and is due to the higher volumes of
electricity from renewable sources sold by purchasing Guarantee of Origin certificates compared to the
previous year and, in the waste-to-energy sector, the closure of the Ravenna plant.

GHG emissions under the EU-ETS

The European Union Emissions Trading System (EU ETS) is a cornerstone of the European policy to fight
climate change and a key tool for cost-effective reduction of greenhouse gas emissions in regulated sectors.
The system sets a cap on the total level of emissions allowed to all participants in the scheme but allows
them to trade emission quotas on the market according to their needs. It covers about 45% of European
emissions and in January 2021 its fourth phase of application began, to end in 2030. By 31 March of each
year, installations in the regulated sectors must report the greenhouse gas emissions recorded in the
previous calendar year, and by 30 April cancel a number of emission permits (“European union
allowances”, 1 Eua = 1 t CO;) made available on the market at a calibrated and decreasing rate over time to
encourage a gradual reduction of emissions in accordance with the medium to long term European
objectives.

In the Hera Group, nine plants will be subject to the EU-ETS regulation in 2020, all of which are related to
energy production serving district heating networks. At 119,728 tonnes of CO,, the emissions recorded in
2020 were lower than those of 2019 (162,679 t CO;), mainly due to the effects of different weather, the
temporary suspension of the application of the regulation for one plant and the exit from the application of
the system for another in the last two months of the year. To take into account the fact that district heating
is a public utility service and that it meets environmental sustainability criteria, the charge associated with
actual emissions imposed by the ETS system is partly mitigated by free allocation of EUA or a maximum
allowed amount of emissions within which no charges are made. In 2020, this measure totalled 23,219
tonnes of CO, (down from 30,004 t CO, in 2019, consistent with the regulatory profile); in particular, the
EUA free allocation in 2020 totalled 13,246t CO; (16,726 t COz in 2019).

In 2020, emissions from plants under EU-ETS accounted for 12.1% of the Group's total direct emissions (in
2019 they were 15.0%).

Carbon intensity indices

The Group's emission results can be represented by a number of indices that indicate their evolution and
prospects, giving a picture of the company's performance in reducing impact in terms of greenhouse gases
emitted. By relating direct emissions (Scope 1) and indirect emissions from energy consumption (Scope 2)
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to certain economic and demographic indicators, we can obtain carbon intensity indices that reflect the

improvements generated.

Carbon intensity indices [305-4]

2019 2020

Direct emissions (scope 1) (t COze) 1,082,609 986,211
Indirect emissions from consumption of electricity (Scope 2, market-based) (t 48,425 44,409
CO2e)
Total emissions — Scopes 1 and 2 (t COze) 1,131,035 1,030,620
EBITDA (millions of Euro) 1,085 1,123
Carbon intensity index (t COze emitted as Scope 1 and 2/EBITDA millions of

1,042 918
Euro)
Citizens served (thousands) 4,332 4,221
Carbon intensity index (t COze emitted as Scope 1 and 2/millions of citizens
] 261 244

The calculation criteria were aligned with the methodology of the Science Based Target Initiative.

The emission intensity index calculated as a ratio of Scope 1 and 2 greenhouse gas emissions to EBITDA
improved compared to the previous year (-12%) due to the reduction in emissions for the reasons
explained above and the parallel increase in EBITDA. The same index calculated against the value of
production shows an improvement from 152 tonnes of CO, and in 2019 to 137 (-10%) due to a change in
revenue. Lastly, the ratio on a city basis also decreased (-6%) due to the reduction in overall emissions.
Relating Scope 3 emissions to the number of customers, the emission intensity index is about 5 tonnes per

customer.

Carbon intensity index of energy production [305-4]

2019 2020
Waste-to-energy plants (t COze) 400,531 367,756
District heating (t COze) 201,412 171,728
Landfills (t CO2ze) 212,577 212,493
Total emissions from energy production (t CO2e) 814,520 751,976
Electricity (MWh) 1,242,963 1,152,798
Thermal energy (MWh) 1,047,553 975,510
Biomethane (MWh) 59,215 71,058
Total energy produced (MWh) 1,785,040 1,670,734
Carbon intensity index of energy production (kg/MWh) 456 450

The model for estimating landfill emissions was updated in 2020 and the 2019 data was recalculated using the same
criteria as in 2020 to allow comparability of the data over the two-year period.

Considering the emissions generated by the electricity and heat generating plants shown in the table, the
carbon intensity index of power generation in 2020 was 450 kg/MWh, down 22% from the 2013 baseline
(580 kg/MWh) and 1.4% from 2019. In detail, compared to the previous year, emissions from these plants
decreased by 8% and energy production by 6%. This is a result of: (i) lower emissions from waste-to-energy
plants, due to the closure of the Ravenna plant (-8%), from which, however, it was possible to produce
more energy (+3%); (ii) increased production of biomethane at the Sant'Agata Bolognese plant compared to
2019 levels (+20%). These improved effects are partly offset by a reduction in energy production from
district heating plants (-26%) that is more than proportional to the reduction in related emissions (-15%).
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The energy-saving measures already in place and those planned by the Hera Group will enable us to further
reduce the carbon intensity index of our energy production in the years to come. By 2024, we expect the
carbon intensity index of energy production to decrease by 34% compared to 2013 (reaching 386 kg of
cozmwh), mMainly as a result of the Group’s commitment to greater production of biomethane from the
organic fraction of waste and a further decrease of the use of landfills for the treatment of municipal waste,
as well as various efficiency measures that we will carry out on the plants.

Emissions avoided

Reduction of GHG emissions [305-5]

thousands t COze 2018 2019 2020
Reduction of direct emissions (Scope 1) 583.3 557.6 506.5
Reduction of indirect emissions from energy consumption (Scope 2) 158.7 169.6 156.2
Reduction of other indirect emissions (Scope 3) 1,574.0 1,608.7 1,598.6
Emissions compensation - - 257.6
Total emissions avoided 2,316.0 2,335.9 2,518.9

The total greenhouse gas emissions avoided in 2020 as a result of the Group's activities amounted to 2.5
million tonnes. Comparing this value to the number of inhabitants served by the Group, 597 kg of
greenhouse gases per person were avoided.

Emission reductions as a result of the following activities are considered in the calculation:

e Scope 1: Energy production from renewable sources, district heating, energy-saving measures and
waste sorting;

e Scope 2: Energy saving measures and consumption of energy from renewable sources (either by
purchasing Guarantee of Origin certificates or by considering the national fuel mix);

e Scope 3: energy-saving measures by Hera Luce, white certificates, sales of renewable energy (both
through purchase of Guarantee of Origin certificates and considering the national fuel mix), sales of
recycled plastic by Aliplast and, to a lesser extent, use of recycled paper for printing bills.

In addition, from 2020, emissions offsets from the sales of natural gas to customers with the Hera zero
footprint offer and, to a lesser extent, from the printing of reports and balance sheets are included in the
calculation.
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Case study
Promotion of energy efficiency

Diario dei consumi (Consumption report)

The Diario dei consumi (Consumption report) is based on the principles of behavioural economics: all free
market customers can request free activation of the digital service, which sends reports comparing their
consumption with that of the previous year or with customers with similar characteristics in terms of size
and type of house, number of inhabitants, supply location, and energy use. The report, currently active on
about 600,000 electricity and gas supply points, aims to make customers constantly aware of their
consumption habits and the potential effects of changing them, in order to help them reduce their waste
and save money.

During 2020, custom advice was added to the report that highlights the tools that can be purchased to
accelerate energy savings, that stimulate customers to find out more about environmental protection, that
encourage the use of renewable energy, and that quantify the savings achievable by reducing energy
waste. Together with the report, customers receive emails focusing on specific aspects of the report in
order to keep engagement high.

The service is already in place for electricity, gas, and district heating. In 2020, we continued to conduct
research together with the Milan Polytechnic University, a unique effort in Italy, extending the report to a
sample of water service households (about 75,000) and to a sample of customers in Ferrara under
quantity-based charging (about 35,000) to identify the effects of the reports on their consumption
behaviour and any synergies that may arise from information pressure on several areas at the same time.
The results of this research will be available in 2021, after monitoring at least one year of service.

In addition, the Hera Group has presented to the Energy Services Manager some energy-saving initiatives
based on behavioural measures, and the Diario dei consumi (Consumption Diary) is among them. Again,
guantification of the savings achieved will be available in 2021, once the first year of experimentation is
completed.

The Diario dei consumi (Consumption Diary) contributes to targets 7.3, 11.3, 11.6, and 12.8 of the UN's
2030 Agenda, as well as - thanks to the involvement of customers and citizens - to target 17.17.

How does the project contribute to responsible digital transformation? The benefits we obtained in the
Corporate digital responsibility dimensions (see the dedicated section "Corporate digital responsibility")

A customised service that helps customers understand the environmental and

) economic effects of their behaviour and provides practical advice for reducing

Social waste. The report can be consulted from various applications (Online Services
and the MyHera app).

% Quantification of savings achieved by reducing the waste generated by

Economic implementing more sustainable consumption patterns.

Creation of a digital service aimed at encouraging more sustainable behaviour,
with less waste and greater customer awareness of their consumption patterns.
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Energy transition and renewables

The development of biomethane production

2020 was the first full year of industrial operation of our biomethane production plant in Sant'Agata
Bolognese. With just under 100,000 tonnes of organic waste treated during the year, 7.8 million cubic
metres of biomethane were produced and fed into SNAM’s network, exceeding production forecasts by
more than 5% (6.5 million cubic metres in 2019). We also generated over 20,000 tonnes of high-quality
compost. The biomethane we produced in 2020 was fed into the grid and provided to six service stations
(five of which are in Emilia-Romagna and one in Umbria) identified by signs and specific graphics with the
“Hera Group Biomethane" logo. Hera Group’s corporate fleet in the city of Bologna refuelled at these
service stations, which can also be used by citizens with natural gas powered vehicles.

In 2020, we started the authorization process for two projects designed to increase the biomethane
production at Hera Group’s plants. Both projects concern the revamping of two existing plants: the first
one will partially convert the Voltana anaerobic digestion and composting plant in the municipality of Lugo
(RA) from electricity production to the combined production of electricity and biomethane; the second will
add an upgrading section to the liquid waste anaerobic digestion plant Spilamberto (MO) operated by the
company Enomondo.

Lastly, by 2023 we will build a new anaerobic biodigester of mowing, pruning and organic waste in the
Pesaro-Urbino province. It will be designed to treat approximately 105,000 tonnes per year of mowing,
pruning and organic waste, from which it will be possible to generate 6 million cubic metres of biomethane
and 28,000 tonnes of high-quality compost per year. This is a strategic operation that is even more
important in view of the fact that this type of plant is not self-sufficient in the Marche region, with
significant positive repercussions on the environmental and employment front.

The "LIFE+ Biomether" project, concerning the construction of an experimental plant for the production of
biomethane for automotive use from landfill biogas, started experimental operation in 2020. The results
were satisfactory in terms of the quality of the biomethane produced, but not in terms of the continuity of
operation and the quantity generated. The aim of the experiment was to apply two-stage upgrading
technology, one using membranes and one using pressure swing adsorption, to obtain biomethane from
biogas streams that were low in methane and originated from landfills the cultivation of which had been
exhausted for some time, and therefore lacking the characteristics to be used in endothermic engines.
Fluctuations in biogas production and the high presence of nitrogen have led to major obstacles for the
continuity of plant operations, highlighting the substantial limitations of its development for application on
an industrial scale.

Overall, the Group's target for 2024 is to produce more than 15.5 million cubic metres per year of
biomethane from organic waste (more than doubling the current amount achieved). The target for 2030
will be even more ambitious, with the Group generating 30 million cubic metres.

The biomethane-from-waste projects contribute to achieving targets 7.2, 8.2, 9.1, 9.2, 9.4, 11.2, 11.6, 12.2,
12.4,12.5, and 13.2 of the UN's 2030 Agenda.

Hera with Yara Italia and Sapio for green hydrogen and sustainable agriculture

The Hera Group has long been committed to the sustainability of the agricultural sector, for example
through circular and resilient water management, which also includes several projects for the regeneration
of water resources and the reuse of purified water. The transition of this sector is a complex but essential
challenge due to the large water consumption and emissions that result in the processes that affect
agriculture directly and indirectly. One of these processes is undoubtedly the fertilizer sector, which is the
subject of a memorandum signed by the Hera Group, Yara Italia, a leader in the production of nitrogen and
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complex fertilizers, and Sapio, a leading company in the field of technical and medicinal gases, to explore
the possibility of using green hydrogen to decarbonise the agricultural sector and thus promote
sustainability. Green hydrogen is the only zero-impact hydrogen because it is generated by electrolysis of
water in special technologies powered by renewable energy.

Under this agreement, Hera, Yara and Sapio will initiate a joint series of analyses and research which, by the
end of 2021, will assess the technological, economic and regulatory feasibility of a concrete project for the
use of renewable energies and the development of a green hydrogen supply chain, including its generation,
transport and subsequent use to produce fertilizers. In particular, the envisaged experimental hydrogen
generation plant would use the renewable energy produced by the Ferrara waste-to-energy plant to
produce hydrogen from water and feed the nearby Yara Italia industrial plant dedicated to fertilizer
production. Sapio will be responsible for scouting plant technology and further investigating technical
solutions to supply the Yara plant. Estimates show a production capacity of 500 tonnes per year of green
hydrogen.

The project described here contributes to achieving targets 7.2, 9.1, 9.2, 9.4, 11.6, and 13.2 of the UN's
2030 Agenda, as well as — thanks to the partnerships developed — contributing to achieving target 17.17.

Zero impact on climate with Hera Impronta Zero

The "Hera impronta zero" electricity and gas offer dedicated to families and small and family businesses
require all the energy supplied to be "green" and sustainable. In particular, the supply of electricity comes
from certified renewable sources by purchasing Guarantee of Origin (GO) certificates, and the emissions
resulting from customers' consumption of natural gas are offset by purchasing certified carbon credits that
finance projects with environmental and social benefits.

In 2020, our carbon credit purchases contributed to the following projects, which are certified under the
highest international standards for carbon reduction:

e A 1,000 MW run-of-the-river hydroelectric power plant in the state of Himachal Pradesh in India,
which generated about 3 TWh/year of energy, with an estimated emission avoidance benefit of
about three million tonnes of COe/year. Support for this project has also created jobs for the local
community, built a school, an industrial training institute and a 40-bed hospital, besides providing
essential infrastructure for travel among surrounding villages.

e A 50.6 MW wind farm in the village of Balabanli in Turkey supplied about 150 GWh/year of
renewable energy to the national grid, with an estimated reduction of about 90,000 tonnes of
COe/year. It also contributed to the creation of new jobs for the local community, with a
corresponding decrease in poverty and unemployment.

The Hera Impronta Zero offer contributes to achieving targets 7.2, 13.1, and 13.2 of the UN's 2030 Agenda.

Climate change mitigation

Aliplast measures the carbon footprint of its products

To make available information on the carbon footprint of some products, since 2018 Aliplast has been
calculating the carbon footprint of five types of products: PE granules, PE films, PET granules, PET plates,
and PET scales.

Aliplast commissioned this study to understand the environmental performance in relation to global
warming of the above products. Therefore, the study quantified the greenhouse gas emission per
functional unit of product (set as one kg), to identify the most environmentally critical phases of their life
cycles and act to reduce their environmental impact. The study used the European EF 3.0 method,
developed by the Joint Research Centre for the European Product Environmental Footprint (PEF) initiative.
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One of the outcomes of the life cycle assessment (LCA) is the amount of CO; equivalent, the calculation
method of which is the global warning potential GWP-100 of the IPCC 2013, a part of EF v3.0.

The project involved analysing the greenhouse gas emissions of Aliplast products and comparing them
with those of the corresponding virgin products. The result is expressed in kg of CO; equivalent due to
production. The CO, equivalent is the unit of measurement used to compare emissions of different
greenhouse gases with climate-changing effects using a single index, the so-called global warming potential
(GWP). CO; has been taken as a reference by the IPCC (Intergovernmental Panel on Climate Change) and its
GWP set at 1. Other greenhouse gases are then converted into CO; equivalents according to their global
warming potential. For example: a tonne of gas with a climate-changing potential 21 times greater than
carbon dioxide is counted as 21 tonnes of CO, equivalents.

The analysis showed that in 2020, the production of more than 85 thousand tonnes including PE Granules,
PE Films, PET Granules and regenerated PET plate, avoided the production of more than 155 thousand
tonnes of CO,, corresponding to more than 400 thousand barrels of oil. The CO; savings obtained thanks to
the contribution of suppliers and customers who believe in Aliplast’s recycled products is equivalent to a
reduction of more than 100,000 cars in a year, equal to those of an average lItalian city.

Aliplast’s business contributes to achieving targets 11.6, 12.2, 12.4, 12.5, and 13.2 of the UN’s 2030
Agenda.

New certification of Ferrara's district heating climate footprint

The district heating plants that Hera built in the city of Ferrara are one of the most significant models of an
integrated energy system, so much so that it recently obtained a Carbon Footprint certification based on
the I1SO 14067:2018 standard that expresses the total greenhouse gas emissions directly or indirectly linked
with the Ferrara district heating service in terms of CO; equivalent.

According to this certification, Ferrara’s system has a carbon footprint of just 0.122 kg of CO, equivalent
per thermal kWh sold to end users, 56% lower than the environmental impact of heating with traditional
domestic boilers.

This is a significant figure, which shows that the system helps the city of Ferrara avoid emitting over 22,000
tonnes of CO; per year, mainly due to the fact that this network makes extensive use of geothermal energy,
a totally renewable source which, combined with the heat recovery in the waste-to-energy plant in Via
Diana, means that almost 90% of the heat distributed to the city’s homes is from renewable sources.

Also taking into account the new certification, Ferrara’s district heating system contributes to achieving
targets 7.2, 11.6, 13.2, and 14.3 of the UN's 2030 Agenda.
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Environment - Regenerating resources and closing the loop

Objectives and performance

Transition towards a circular economy
o Achieve 75% of separate waste ® 65.3% separate waste collection
collection by 2023 also by extending  was achieved in 2020 (64.6% in
quantity-based charging in Emilia- 2019) (66.2% Hera, 55.8%
Romagna (77% Hera, 63% AcegasApsAmga, 71.1% Marche 11,12 . BRT M
AcegasApsAmga, 73% Marche Multiservizi) (see page 88)
Multiservizi).
e Reach a >70% recycling rate for e The recycling rate of packaging
packaging and 62% overall recycling  was 72% in 2019 (stable compared
rate for municipal waste by 2023 to 2018). The overall recycling rate
(exceeding the EU objectives for was 56% in 2019 (53% in 2018). The 11, 12 . ER T M
2030). 2020 data will be accounted for in
the “Tracking Waste” report (see
page 150)
o Increase by 70% by 2025 e We increased by +16% the plastic
(compared to 2017) the plastic recycled by Aliplast in 2020
recycled by Aliplast, increase by 30% (compared to 2017), we increased
the plastic collected in the by +21% the plastic collected in 2020
municipalities served, and by 50% in the municipalities served, and by
the plastic selected and sent for +14% the plastic selected and sent 11 12 .
recycling by the Group’s plants. for recycling in 2020 by the Group’s !
Those are the commitments made plants, in line with the 2025
under the “New Plastics Economy commitments for the Ellen
Global Commitment” of the Ellen MacArthur Foundation’s “New
MacArthur Foundation to fight Plastics Economy Global
pollution from plastic waste. Commitment”. (See page 152)
e Promote the principles of the o A group guideline for “circular”
circular economy among suppliers: procurement has been defined. The
define a Group guideline for value of “circular” contracting
"circular" purchases and increase reached 9% of the value of new 12 . ER T M
the value of adjudications consistent contracts awarded in 2020. (See
with the "circularity" criteria page 380)
identified.
e Launch a partnership project for e Contacts with a partner have
the chemical recovery of PET waste,  started: we expect to finalise the
currently not mechanically recycled  agreement in 2021. Aliplast signed 12 O
an agreement with NextChem to
develop the recycling of certain rigid
plastics. (See page 154)
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Sustainable management of water resources

e Achieve 100% compliance for
urban areas >2,000 p.e. by end 2021
by continuing the compliance plan
for the sewage and depuration
sector. In addition:

- 247 urban areas achieved
compliance of the 249 served with a
population between 200 and 2,000
p.e. in Emilia-Romagna and <2.000
in Triveneto by il 2021 (76 yet to
achieve compliance in Emilia-

® 97.6% urban areas >2,000 p.e.
(130 out of 135) compliant at end
2020 (95.6% at end 2019).
Furthermore:

- Achieve compliance for 174 urban
areas of the 249 served with
between 200 and 2,000 p.e. in
Emilia-Romagna and <2,000 in
Triveneto by end 2020 (3 urban
areas achieved compliance in Emilia-
Romagna);

(was 3% in 2019). (See page 116)

Romagna and 2 in Triveneto); - 3 measures were carried out in 6,14 ER
- implementation by 2021 of a 2020 in urban areas of more than
further 7 interventions in the urban 10,000 p.e. (in Emilia-Romagna) in
areas with a population of more relation to the requirements of
than 10,000 p.e. in relation to the Resolution 201/2016 of the Regional
requirements of Resolution Government of Emilia-Romagna on
201/2016 of the Emilia-Romagna the compliance of urban wastewater
Region on the upgrading of urban sewage. (See page 126)
wastewater discharges (11 total
interventions implemented by 2021
compared to 35 to be implemented
by 2030).
o 3 further interventions concluded e Two further measures were
by the end of 2021 for the Rimini completed in 2020 for the Rimini
Seawater Protection Plan. 10 Seawater Protection Plan, for a total
interventions concluded by the end of 6, 14 ER
of 2021 out of the 14 that make up 9 interventions concluded out of the
the Plan. 14 contained in the Plan. (See page
164)
e Reduce by 15% the internal water e 12% reduction in internal
consumption by 2023, comparedto  consumption in 2020 compared to
2017 consumption. 2017 consumption due to specific 6,8 ER
water saving activities (see page
117)
e Reduce domestic consumption by e Domestic consumption up by 4%
5% by 2023 compared to 2018, also  compared to 2018 as a result of the
thanks to the diffusion of the Diario  health emergency; 145,427 domestic
dei consumi (Consumption Diary) customers with the Diario dei 6 8 ER
(26% of residential customers in consumi (Consumption Diary) at the !
2021). end of 2020 (20% of resident
domestic customers; was 11% at the
end of 2019). (See page 117)
e Reduce water losses per km by e Water losses per km down 2.1% in
4.8% in 2023 (10.0 m3/km/day) 2019 (10.2 m3/km/day) compared to 6 8 ER
compared to 2018 (10.5 2018 (10.5 m3/km/day) (see page ’
m3/km/day). 114)
e Reuse 9% of reusable wastewater e In 2020, 5% of reusable 6 8
out of total wastewater by 2023. wastewater out of total wastewater 12” 1'4 ER
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Protection of air, soil and biodiversity

e 450 thousand m2 of land reused
between 2020 and 2023 to design,
build, and upgrade infrastructure

e 278,000 square metres of land
reused in 2020 in infrastructure
design and construction/upgrading

transportation in cities.

transportation in cities (43 at the
end of 2019). (See page 148)

(73% of the total land involved in (87% of the total land used in 2020). 8 . ER
new designs, constructions and (See page 148)

upgrades by 2023).

e 13% increase of the volume ® 2.5% increase of the volume

served by district heating by the end  served by district heating by the end

of 2023 compared to 2018 of 2020 compared to 2018,

improving the air quality in the cities improving the air quality in the cities

served. In Ferrara, implement plant we served. 7,11, . ER
solutions to make greater use of In Ferrara, extraordinary 14

geothermal energy (+20% maintenance work was carried out

geothermal energy produced in to improve exploitation of the

2023 compared to the 2016-19 geothermal source. (See page 139)

average).

e Over 270 public infrastructure e 104 public infrastructure works

works installed by 2023 for electric installed in 2020 for electric 11 . ER

* . Result achieved or in line with plans. O Result with moderate deviation from planning.
** Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

Transition towards a circular economy

focused on engaging residents and busi
73% Marche Multiservizi).

o Achieve 75% of separate waste collection by 2024 also by major investments

nesses (77% Hera, 60% AcegasApsAmga,

ER

e Reach a >75% recycling rate for packaging by 2024 and a 67% overall recycling
rate for municipal waste by 2030 (exceeding the EU objectives for 2035).

ER

served, and by 50% the plastic selected

plastic waste.

plants. Those are the commitments made under the “New Plastics Economy
Global Commitment” of the Ellen MacArthur Foundation to fight pollution from

e Increase by 70% by 2025 and by 150% by 2030 (compared to 2017) the plastic
recycled by Aliplast, increase by 30% the plastic collected in the municipalities

and sent for recycling by the Group’s

11, 12,17

wastewater.

o Reuse 9% by 2024 and 15% by 2030 of reusable wastewater out of total

6,8,12,14

ER

operating instructions defined in 2020.

e 9% value of tenders awarded in compliance with circular economy principles
by 2021 by applying the new circular procurement guidelines and related

ER
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Sustainable management of water resources

o Achieve 100% compliance for urban areas >2,000 p.e. by end 2023 by
continuing the compliance plan for the sewage and depuration sector. In
addition, 247 urban areas of the 249 served with between 200 and 2,000 p.e. in
2021, of which:

- Achieve compliance for 212 urban areas of the 212 served with
between 200 and 2,000 p.e. in Emilia-Romagna (73 yet to achieve
compliance as of 2021);

- Achieve compliance for 35 urban areas of the 37 served between 200
and 2,000 p.e. in Triveneto (two that will become compliant by 2030);

- by 2021, implement further 5 measures in urban areas of more than
10,000 p.e. in relation to the requirements of Resolution 201/2016 of
the Regional Government of Emilia-Romagna on the compliance of
urban wastewater sewage (12 interventions in total carried out by
2021, compared to 36 to be carried out by end of 2030).

o 1 further intervention concluded in the Rimini Seawater Protection Plan, thus
bringing to 10 the number of interventions concluded by the end of 2021 out of 6,14 ER
the 14 that make up the Plan.

e 77% of users served in areas with a Water Safety Plan defined by 2024 and

6,14 ER T M

100% by 2030 (12.8% in 2020). 6 ER T M
e Reduce by 17% the internal water consumption by 2024 and by 25% by 2030, 638 ER

compared to 2017 consumption. !

e 26% of customers with “Water consumption diary” in 2021 equal to 200,000 6,8 17 ER

customers.

o -4% Water losses per km by 2024 and -10% by 2030 compared to 2018. 6,8 ER T M

Protection of air, soil and biodiversity

e 256,000 m2 of land reused between 2021 and 2024 to design, build, and

upgrade infrastructure (66% of the total land involved in new designs, 8
constructions and upgrades).

e 13% increase of the volume served by district heating by the end of 2024

compared to 2019, improving the air quality in the cities we served. 7,11,13,
In Bologna, continue the design of the CAAB/Pilastro and Sede S. Giacomo 14
interconnection to significantly reduce CO2 and NOx emissions

e >300 public infrastructure works installed by 2024 for electric transportation
in cities.

* Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

11,17 ER T M
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Transition towards a circular economy

The circular economy of municipal waste

While not the only measures needed to support a transition to a circular economy, waste management is
one of the most urgent issues on which the new European directives focus. Hera Group is a major player in
the field of municipal waste management, serving 187 municipalities in four regions for a total population
of 3.2 million inhabitants. In Emilia-Romagna, Hera Spa manages the municipal sanitation service in six
provinces, for a total of 133 municipalities. The acquisition of Cosea Ambiente in 2019 brought 15 new
municipalities in the Bologna area into Hera Spa's scope. Besides these municipalities, Hera Spa manages
three others in the province of Florence. In addition, through Marche Multiservizi, it also serves 38
municipalities in the province of Pesaro-Urbino and another six municipalities in areas adjacent to the
Marche Region. Since 2013, through AcegasApsAmga, it has served seven municipalities in the provinces of
Padua and Trieste.

Total municipal waste collected, by area

thousands of tonnes 2018 2019 2020
Emilia-Romagna 1,554.7 1,619.5 1,527.3
Triveneto 252.8 254.3 241.0
Marche 172.8 163.9 146.9
Total 1,980.3 2,037.7 1,915.3
kg/inhabitant 632 636 597

The trend over the last two years shows a decrease in quantities collected (-6% compared to 2019) mainly
due to the health emergency. Specifically, in Emilia-Romagna the decrease was -5.7%, in Triveneto -5.2%,
while in Marche the decrease was greater (-10.4%): the effects of the health emergency were compounded
by lower quantities of waste delivered to the separate waste collection centres (-14%), particularly for
wood (-62%) as a result of the introduction of a new limit for delivery to the separate collection centres (3
m3) above which processing costs apply.

Hera Spa's service area is characterised by a high level of production of similar-to-municipal waste, which
results in an annual per capita production of waste that is among the highest in Italy: about 597 kilograms
per inhabitant (617 kilograms per inhabitant in Emilia-Romagna, 557 in Marche and 511 in Triveneto)
compared to an Italian average of 499 kilograms in 2019 (Source: Ispra, 2020 Municipal Waste Report).

Hera Group's service area has a very well-structured collection system that can separately collect many
different types of municipal waste, primarily for material recovery, reconciling the needs of the
Municipalities with operating efficiency and effectiveness.

Hera’s waste management system is characterised by three main services:

e local collection: these are widespread collections throughout the area, primarily targeted at
residential users and small, non-residential users and can be carried out using:

o roadside bins, set up according to the basic drop-off points (Isole Ecologiche di Base — IEB)
model, which groups the main collection chains into individual stations. In recent years,
electronic traceability systems for disposal monitoring (e.g. the “lid" model for mixed waste
or locking systems for separate waste collection chains) have become increasingly
widespread in combination with roadside bins;

o door-to-door collection, carried out at the users' premises, where residents set out the
waste for collection on set days and times;
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o residential collection for “target”, non-residential users that produce specific waste similar to
municipal waste such as cardboard in shops, glass or cans in bars, and organic waste in canteens or
restaurants;

e separate waste collection centres: also known as Drop-Off Points, these facilities are present in
almost all the municipalities Hera serves and complete the range of services offered to residents for
disposing of their separated municipal waste. The use of waste collection centres is becoming a real
habit for residents: a wide range of categories of municipal waste (including certain hazardous
waste) can be safely disposed of besides bulky and heavy waste. Moreover, in many areas, there is
a system of discounts that rewards the disposal of various categories of separate waste.

The system is also supplemented by the door-to-door collection of bulky waste (free of charge, by phone
call or by appointment), the collection of green waste, and the collection of other types of hazardous waste
(such as batteries and pharmaceuticals), at specific businesses. Lastly, roadside collection and collection at
shopping centres of WEEE (Waste Electrical and Electronic Equipment) and of waste cooking oil is gradually
spreading.

To improve their effectiveness, the collection services are diversified according to standardised area types
(city centres, residential areas, tourist areas, suburban areas, and industrial zones). For each area, the
collection system that best fits in with urban, environmental and local characteristics is identified. The aim
is to maximise the percentage of separate waste collection and its quality by providing a technically and
economically sustainable service.

Main forms of waste collection used

% 2020 (on
Number of municipalities served 2018 2019 2020 the number of
residents)
Roadside collection 86 84 79 50%
Roadside coIIect.|0n with special disposal- 31 35 37 20%
control mechanisms
Mixed sys?em (door-.to-door for mixed waste 31 0 a1 10%
and roadside collection for separated waste)
Total door to door 26 28 30 20%
Total 174 187 187 100%

In view of the gradual switch to quantity-based charging in Emilia-Romagna, reorganisation of the service
has started and will continue in coming years to implement the identification and measurement of
disposals. In 2020, in Emilia-Romagna, the number of municipalities using normal bin-based roadside
collection fell again while use of collection systems that identify users at the time of disposal increased, to
initiate or prepare for quantity-based charging. The number of municipalities that use disposal control
systems increased from 34 in 2019 to 36 (plus one municipality in the Triveneto area), while those that use
total door-to-door collection held steady at 18 (plus five municipalities in the Triveneto area and seven in
the Marche region). As far as the “mixed” system is concerned, i.e. with door-to-door collection for organic
and mixed waste and roadside collection for other separate waste collection, seven municipalities in Emilia-
Romagna and 34 municipalities in the Marche region now use this method (one more than in 2019).

Separate waste collection

The main types of separately collected waste are:

e packaging and similar: paper and cardboard, plastic, glass, aluminium and steel cans, wood;
e durable goods: iron, waste from electrical and electronic equipment (WEEE) and bulky waste;
e compostable waste: kitchen organic waste and “green” waste from mowing and pruning material;
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e other waste: inert material from small demolitions, used mineral oil and cooking oil, batteries and
accumulators, pharmaceuticals, and other hazardous municipal waste.

In Emilia-Romagna, Regional Law no. 16 of 2015 on the circular economy set as an objective the launch of
quantity-based charging throughout the region; this objective was confirmed by the new 2020-2025
Regional Mandate Programme presented in June 2020. Quantity-based charging makes the payment of
sanitation services no longer be linked only to the area and the number of residents in a house, but also to
the quantity of mixed waste produced. Quantity-based charging rewards responsible conduct.

As regards local collection, which accounts for the majority of waste, Hera is implementing various systems
in the area geared towards the future application of quantity-based charging:

e roadside bins with a control system and user identification ("lid" system);
e residential collection with bins equipped with tag transponders;
e collection centres with weighing and user registration systems.

In many municipalities, mixed territorial systems coexist (e.g. roadside collection for some materials and
door-to-door for others; roadside collection in some areas and door-to-door in others).

Separate waste collection
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Separate waste collection is calculated according to Regional Authority Decision 2218/2016: neutral fractions are therefore
excluded (flows from beaches, cemeteries and EWC not classified as municipal waste) and the estimate of waste from home
composting set by the Region is included. As per Regional Authority Decision 2218/2016, street sweeping for recovery is counted as
separate waste collection. Separately collected waste also includes similar-to-municipal waste disposed of by manufacturers for
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recovery and waste collected by volunteer associations or directly by municipalities. The differing criteria for considering waste as
similar-to-municipal laid down by ATERSIR and Municipalities may be responsible for quota differences between area.

The amount of waste consists of separate (allowed EWC sent for recovery, allowed community and home composting) and mixed
waste collection (solid municipal waste, street sweeping for disposal, bulky waste for disposal, and any waste collected separately
but sent for disposal).

In 2020, due to the health emergency, the volumes of separate waste collection decreased by 6%, to
1,278.3 thousand tonnes, compared to 2019.

Despite this decrease, the substantial reduction of the mixed waste component (-9.1%) has led to an
increase in the percentage of separate waste collection, given by the ratio of the quantity of municipal
waste collected separately to total waste (separated municipal waste and mixed waste), which has risen at
the Group level from 64.6% in 2019 to 65.3% in 2020, levels that are higher than the Italian average of
61.3% recorded by Ispra for 2019 (Source: Ispra, Municipal Waste Report 2020).

In 2020, in the eight provincial capital cities served by the Hera Group, the level of separate waste
collection was 59.6%, compared to an Italian average of 51.2% for all of Italy’s provincial capital cities
(weighted average, Source: processing of Legambiente data, Ecosistema Urbano 2019).

In Emilia-Romagna, the percentage of separate waste collection increased from 65.6% to 66.2%. This
difference is only due to the “managed” component of separate waste collections, as for 2020 the share of
independent recovery by companies has been estimated to be much lower than in 2019, as a result of the
health emergency (final data will be available at the end of the reporting for the Osservatorio rifiuti
Sovraregionale (supraregional waste observatory) - ORSo scheduled for April 2021). At territorial level, the
percentage of separate waste collection exceeds:

e 85% in the municipality of Ferrara which has been operating under the quantity-based charging
system since 2018;

e 70% in Marche;

e 65% in the provinces of Modena and Rimini;

e 60% in the provinces of Bologna (63.2%, down by about two percentage points compared to 2019
given the consolidation of the municipalities formerly managed by Cosea into the scope of the
province of Bologna), Forli-Cesena, Ravenna, and Padua.

The separate waste collection rate for the province of Trieste is still below the Group average (44.9%), but
slightly improving.

At the municipal level, 2020 ended with 61 out of 187 municipalities served (2 more than the previous
year) with a percentage of separate waste collection exceeding 75%; 20% of the total population served
lives in these municipalities. There were 31 municipalities in Emilia-Romagna with more than 75% of
separate waste collection, 18 of which were applying quantity-based charging. The 16 municipalities using
guantity-based charging in 2019 were joined by another 2 municipalities in 2020: Guiglia and Morciano di
Romagna. The business plan’s target for 2024 is to reach 77.4% as the average of the municipalities served
in the region. In Triveneto three out of seven municipalities exceeded 75%, and the target for 2024 is to
bring the value of separate waste collection to an average of 60%. In the Marche region, 26 out of 44
municipalities are above 75% separate waste collection. The target for separate waste collection by 2024 is
72.5%. The Group's separate waste collection target for 2024 is 75%, as envisaged in the latest business
plan approved by Hera Spa’s Board of Directors in January 2020.

90



Separate waste collection in the service area: number of municipalities by percentage range of separate waste
collection (2020)

306,000 inhabitants
648 thousand

inhabitants 61
43
1.24 million 1.015 million
inhabitants 48 inhabitants

= <50% 50%-61% 62%-75% >75%

The Group’s separate waste collection, according to Emilia-Romagna data, includes similar-to-municipal
waste sent for recovery by manufacturers and separate waste collected by volunteer associations or
directly by municipalities as defined by Regional Authority Decision 2218/2016, implemented in the
municipal and local regulations in force. The situation is very diverse throughout our service area and
depends on the revisions of the regulations of the individual municipalities. In 2020, in the areas we served
in Emilia-Romagna, the percentage of similar-to-municipal waste we did not handle (similar-to-municipal
waste delivered for recovery directly by the producer of such waste) of the total of separately collected
waste during the year was 5.3%.

When considering the effectiveness of separate waste collection, a useful indicator is the quantity per
capita figure, expressed in kg/inhabitant/year, which enables significant analyses on the quantities of waste
sent for recovery per capita, both overall and by single supply chain. Due to the health emergency that led
to lower volumes of separate collection, the per inhabitant separate waste collection at Group level
decreased from 425 kg in 2019 to 398 kg in 2020, down 6.4% compared to the previous year.

At per capita level, separate waste collection in Emilia-Romagna, is around 422 kg/inhabitant/year, down
6.4% compared to 2019 for a total quantity of more than 1,044 thousand tonnes. At the individual area
level, the decrease in separate waste collection per capita was 9.4% in Bologna, 6.6% in Modena, 6.4% in
Forli, 5.9% in Rimini, and 5.3% in Ravenna. Ferrara, down by only 2.5%, is the only area with a lower-than-
average decrease.

Considering the 2019 data published by Ispra, Hera’s per capita separate waste collection is 39% higher
than the Italian average and 18% higher than the average for Northern Italy.
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Separate waste collection percentage and per capita (2019 data)
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Considering Italy’s provincial administrative capitals with populations over 100,000 inhabitants, in 2019
four of the top 10 best-performing Italian cities by per capita separate waste collection were served by
the Hera Group. Among them, Ferrara and Rimini are also among the top ten Italian cities in terms of
percentage of separate waste collection (Ferrara with a rate of 86.2% ranks first among provincial capitals
and at 68.8%, Rimini is in seventh place among all capitals with more than 100,000 inhabitants). As the data
show, the high levels of production of similar-to-municipal waste in the territories managed by the Group
generate significant benefits in terms of volumes of waste to be sent for recycling and recovery.

Separate waste collection per capita, in kilograms, for
municipalities with over 100,000 inhabitants (2019)

Reggio Emilia ) 5791
Ferrara |
Rimini
Piacenza : I 57271
Parma 467 1
Ravenna | 467
Modena __462
Prato | 4671
Vicenza | 571
Brescia | . 417 1
0 200 400 600 800

Source: processing of Legambiente data, Ecosistema Urbano 2020

On the other hand, considering provincial capital cities with over 300,000 inhabitants, Bologna ranks
second in Italy for per capita separate waste collection (Source: processing of Legambiente data,
Ecosistema Urbano 2020). Bologna is once again in second place in the ranking by percentage of separate
waste collection. This achievement was made possible by the measures in the historical centre, with 109
underground drop-off points, 13 drop-off points above ground and the new smarty bins for the collection
of mixed waste, which can be opened with the Smeraldo card (also used in the Savena district). The city’s
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entire historic centre increased from 61.8% in 2018, to 67.5% in 2019 (the first full year with full operation
of all drop-off points), and to 71.5% in 2020.

Separate waste collection per capita, in kilograms, for
municipalities with over 300,000 inhabitants (2019)
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190 |

Source: processing of Legambiente data, Ecosistema Urbano 2020

As regards separate collection by type of material collected, it should be noted that in 2020, with the
exception of plastic, glass and bulky items, which increased by 1%, 4.1% and 0.4% respectively, all the other
sectors recorded a decrease compared to 2019, due to the health emergency. The most significant changes
are detailed below:

the collection of organic waste decreased by -3.5%; it should be noted that this collection also
includes flows from hotels and restaurants, which experienced a major slowdown in 2020 due to
the health emergency;

multi-material collection dropped by 23% also due to the gradual termination of the collection
service;

the collection of paper and cardboard fell by 9.7%;

wood dropped sharply (19.6%), also due to the introduction, in Marche Multiservizi’s service area,
of a threshold on the volume of disposal (three cubic metres) above which the service is charged;
green waste decreased by 5.4%;

the collection of inert materials fell by 8.6%;

the collection of iron decreased by 4.3%;

WEEE decreased by 2.5%;

the Other item increased by 1.2% mainly due to the effect of home composting in Emilia-Romagna,
included in the calculation of separate waste collection as per Regional Authority Decision
2218/2016.
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Separate waste collection by waste type

Thousands of tonnes 2018 2019 2020
Paper and cardboard 263.5 261.4 236.1
Green waste 227.6 243.4 230.2
Glass 103.9 116.6 121.3
Organic waste 220.9 237.0 228.8
Plastic containers 100.3 111.5 112.6
Waste from multi-material collection 63.6 64.1 49.0
Wood 102.1 108.1 86.9
Bulky waste 47.5 52.4 52.7
Inert material 66.4 69.0 63.0
Iron 12.1 12.8 12.3
WEEE 17.6 20.0 19.5
Other 60.2 65.1 65.9
Total 1,285.6 1,361.4 1,278.3

Separate waste collection per capita (2019)

kg/inhabitant Paper Glass Plastic Wood Metals Organic and
green waste

Hera Group 82 36 35 34 4 150
Northern Italy 65 44 29 25 8 136
Italy 59 38 25 15 6 121
Best region 87* 57%* 54%* 39%* 15%* 185%*
Hera Group (2020) 74 38 35 27 4 143

*Emilia-Romagna, **Valle d'Aosta, ***Trentino-Alto Adige. Source: Ispra, 2020 Municipal Waste Report

Hera’s separate waste collection levels are due to the widespread coverage of its services and to the
regulations for categorisation as similar-to-municipal waste, that encourage the material recovery. Hera
ranks above the Italian average and the average for northern Italy in all cases except glass and metals.

The cost of collecting and disposing of municipal waste is also influenced by the revenue coming from the
sales of separately collected and recovered material or from the subsidies that CONAI (the national
packaging association) provides to the service operator. In 2019, these revenues and contributions
amounted to 28% of the direct costs of separate waste collection (including the cost of treating and
recovering waste) as described in the “Tracking Waste” report.

Separate Waste Collection Centres

Among other types, the waste collection centres receive waste that, due to its nature or size, cannot be
collected with normal local services, supplementing roadside and residential collection, and is the most
sustainable environmental solution with the lowest impact for collection of separate municipal waste.
There are 168 separate waste collection centres, or drop-off points, for direct disposal by citizens. Of
these, 139 are located in Emilia-Romagna, 10 in Triveneto, and 19 in Marche. Many collection centres are
equipped with weighing and user-recognition systems that make it possible to track waste disposal and
apply tariff discounts.

Due to the health emergency, waste delivered to the separate waste collection centres decreased from
321,137 tonnes in 2019 to 296,513 tonnes in 2020 (down 7.7%). This trend was also confirmed for the
Emilia-Romagna region, which in the comparison between the 2020 figure and the 2019 figure shows a
6.9% drop in disposals.
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In 2020, there was also a significant decrease in the number of accesses to separate waste collection
centres (down 17.2%), mainly due to the closure of most collection centres during the spring.

There was an increase in accesses to the separate waste collection centres (17%) only in the Padua area
since the centres closed only partially on weekends.

Minor separate waste collection categories

For some time the Hera Group has been carrying out separate collections of so-called "minor" waste
fractions. The main minor separate waste collections are WEEE (Waste Electrical and Electronic
Equipment), toners, textiles, and cooking oils. A case study on the latter is at the end of this chapter.

WEEE collection

The LIFE Identis WEEE project, supported by the EU’s LIFE fund, was designed to prove the traceability of
Waste from Electrical and Electronic Equipment and increase the collection of small appliances such as
chargers, mobile phones, televisions, electronic toys, and electronic lamps. This kind of collection is
especially difficult using traditional systems. Hera is the parent company of the project that was created by
partnering with two consortia: Ecolight in Italy, and Ecolum in Spain. The project, funded by the European
Community, terminated in 2015 and became part of the collection services in Hera’s service area.
Currently, 13 "WEEE Point EVO" and 21 "WEEE Shop EVO" service points are active in Hera’s area,
distributed throughout its several provinces, mainly in shopping malls, to collect small WEEE. In addition, in
the Bologna area, the “mobile” service model provides scheduled itinerant collection, and collects all types
of WEEE.

Compared to the previous year, in 2020, the scheduled itinerant collection of all types of WEEE with the
“Mobile” vehicle was suspended due to the health emergency. On the other hand, the number of disposals
made by citizens to WEEE Points and WEEE Shops in our service area increased by around 3%, from 38,000
disposals in 2019 to 39,200 in 2020.

In the Triveneto area, separate waste collection of minor types is carried out at the collection centres,
during the so-called "Ecological Saturdays" and, for some specific types, through dedicated roadside
collections or centres. For example, in the Padua area, specific experimental roadside containers have been
installed to collect waste home cooking oil. Toner collection is also provided by door-to-door collection
systems for non-residential users. In smaller municipalities that have no collection centre, the presence of
the "ecoself" is provided on specific days of the month to collect small WEEE and other fractions that
cannot be disposed of in the main collection circuits.

Toner collection

For 2020, Ecorecuperi was again awarded the contract to provide the collection and recovery of used
toner cartridges in Emilia-Romagna, as a result of a call for tenders again for 2020 for the provision of this
service. In 2020, using the "Ecobox" containers distributed to public users such as schools and municipal
offices, approximately 190 tonnes of used cartridges were collected and provided to the reuse market
(regenerated toner cartridges for printers).

Collection of textiles

Lastly, in 2020, among the solidarity-based initiatives, Hera continued to collect textile waste, typically
used clothing and cloth, relying on the Companies that won the tenders called in 2019.

Under these contracts, the companies awarded the contract (private operators and social cooperatives)
carry out the collection service by emptying the containers owned by Hera, and make the best use of the
material collected by sending it for recovery in their own plants, giving a new life to these recoverable
textile materials, with a view to the circular economy.
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The collection of used clothes provides no margin for Hera Spa and the income obtained, net of covering
the costs of the service, can be allocated by the individual municipalities either to reduce the costs of the
municipal sanitation service for residents (therefore of the TARI or of the quantity-based charging) or to
specific non-profit organisations identified by the municipalities.

Every year, our “Tracking waste” report provides data on the economic resources available to the
municipalities and the destination of the collected textile waste in terms of reuse, recycling, and disposal.
The “Tracking waste” report provides all the details.

Collection of bulky waste

Bulky waste is waste that due to its type, size and weight, cannot be disposed of in the bins provided for
municipal waste. Hera currently offers a number of options to dispose of bulky waste and large appliances,
giving users the possibility of sending objects in good condition to be reused, preventing the production of
waste or by sending them to the correct recovery or disposal flow:

e donating the item to the non-profit organisations involved in the “Change the Ending” project: if
the item can be re-used, its user can donate it for reuse through one of Hera’s partner non-profit
organisations. Non-profit organisations may collect bulky waste free of charge at their facility or at
the user's home, to give it a new life and use it for charity. In Ferrara, Ravenna, Modena, and
Cesena, reusable goods can be given to non-profit organisations by disposing of them in the “Reuse
areas” located in the separate waste collection centres;

e disposing of the item at drop-off points (separate waste collection centres): if the bulky goods are
not reusable, they can be delivered to the nearest drop-off point using the extensive network of
drop-off points located throughout the service area;

e using the home collection service provided by Hera: if the item is not reusable and the customer
cannot take it to a drop-off point, they can call the call centre to schedule free bulky waste at-home
collection.

In 2020, these types of waste accounted for 3.6% of the total waste collected and 5.8% of separate waste
collection, values that were in line in absolute terms but higher in percentage terms than the previous year,
due to the overall decrease in waste in 2020 compared to 2019. In Hera Spa’s service area there were
155,359 requests for bulky waste collection, up compared to the previous year (+21%), partly due to the
addition of municipalities previously under Cosea. On a like-for-like basis the increase was 10.8%. Including
the waste disposed of at separate waste collection centres and the waste dumped without notification,
about 55,000 tonnes were collected, in line with 2019. The number of bulky waste collection requests
increased, in line with previous years, due to greater use of dedicated collection services and a greater
number of reports for this type of waste, largely linked to a better usability of the channels to contact Hera
and a greater appreciation of the cityscape.

Waste prevention initiatives

The European Directive 2008/98/EC on waste, transposed into Italian law by Italian Legislative Decree No.
205/2010, defines the following waste prevention and management hierarchy:

prevention;

preparation for reuse;

recycling;

other types of recovery, such as energy recovery;
disposal.

Waste prevention is also confirmed as a priority action by the European circular economy package,
referenced in one of the case studies in this chapter, which, among other things, includes a target for
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preventing food waste, for which the agreement reached by the three-way meeting held in December 2017
set indicative targets of 30% by end 2025 and 50% by end 2030, compared to the quantity generated in
2014.

Emilia-Romagna’s Regional Law 16/2015 on “Provisions to support the circular economy, the reduction of
the production of municipal waste, the reuse of end-of-life goods, separate waste collection and
amendments to Regional Law 31 of 19 August 1996" also addresses waste prevention, including the
possibility to grant incentives to companies that implement waste prevention measures, within the
framework of the regulation on waste management service fees.

During 2020, Hera participated in many initiatives aimed at encouraging waste prevention. This
commitment is in line with the new European, Italian, and regional regulations, which, as seen above,
introduce prevention and reuse objectives as an essential part of integrated waste management.

Some of the most significant initiatives are described below. Other significant initiatives such as “Cambia il
finale” (Change the ending), “FarmacoAmico” (Medicine friend), and “Cibo Amico” (Food friend), are
covered by special in-depth sections of this Sustainability Report (case histories).

Reuse Area

The Reuse Area is a real garage, housed inside a Separate Waste Collection Centre, where citizens can bring
furniture (tables, chairs, beds, etc.), crockery, books, electrical and electronic appliances and miscellaneous
objects, provided they are in good condition and therefore suitable for being used again by other people.
Everything brought by citizens is for all intents and purposes a donation, and at the time of delivery, a
document is prepared as a receipt of the donation. The material is then delivered to one of the Associations
that participates in the Cambia il Finale project (described in a case study of this report), which handles the
reuse of the goods deemed suitable. With this initiative, every time a citizen goes to the drop-off point,
they can, therefore, choose whether to give a second chance of life to their goods by using the Reuse Area
or whether to send it for material recovery through the recycling chains. Through the activities of the non-
profit organisations involved in the project, the Reuse Area also has social aims, offering support to
sensitive sections of the population, making used goods available and creating job opportunities for the
unemployed, disabled, or disadvantaged.

The reuse area in Cesena was inaugurated in 2020, joining those in Ravenna and Modena which started up
in 2019 and the one in Ferrara built in 2018 as recommended by the HeralLAB local multistakeholder board.

A total of 746 objects were donated during 2020 (considering as a single object the simultaneous donation
of several small or inexpensive items, such as books or crockery or other small objects) for a total weight of
2,245 kilograms less waste.

The figure, significantly lower than that of 2019, reflects the reduced mobility of users and the closure of
facilities due to the health emergency.

Trashware

This project is a reference point in the area for those that wish to get rid of old computer equipment that
still works and for any parties that need reconditioned computers for basic computer activities. The project
was developed in 2011 by the S.P.R.I.Te. student association jointly with the municipality of Cesena, Hera,
and the Cesena Campus of the University of Bologna. Its goal is to recover PCs and computer components
in general to counter the problems related to hazardous electronic waste. At the same time, it aims to
reduce the digital divide of its residents by donating PCs with related peripherals to private individuals,
associations, and schools in the municipality of Cesena. The Trashware project completed its ninth year in
2020. The project was promoted through widespread flier distribution and active presence on the main
social networks and the Internet (Facebook as a channel to provide information or receive requests;
Instagram, aimed at the younger generation, to promote events or the normal workshop session;
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trashwarecesena.it as a web showcase for those less accustomed to social media) and supported the
organisation of training courses for children in collaboration with local schools.

During 2020, we received 142 contacts from stakeholders interested in donating equipment (exceeding the
number of 3,100 since the start of the project) and 78 refurbished PCs were delivered (over 1,400 since the
start of the project), of which 67 were delivered to schools and associations. All the requests received from
schools for devices to be used for distance learning were successfully dealt with, so the project was able to
play a significant role during the health emergency.

Beer from bread

This initiative was developed during 2019 in close collaboration with the Bologna Bakers’ Association and
the Antica Orsa brewery cooperative. It was inaugurated with an experimental production at the end of
that year. It continued in 2020 and was presented to the public in Bologna in July.

Unfortunately, the health emergency also profoundly affected this initiative, as the brewery is a social
organisation that mainly employs disadvantaged staff, who are particularly vulnerable and therefore have
limited availability. Nevertheless, two “crushes” were produced amounting to around 12,000 bottles of
beer which were distributed, for the time being just to get the word out, in the Bologna bakery circuit. The
production reused around 300 kg of surplus bread.

The project envisages a further stage of development with the use of bottles suitable for being washed and
reused to create an experimental “deposit” circuit. The project has identified costs and suppliers but has
not yet been implemented due to difficulties and delays caused by the health emergency.

Disposal of municipal waste in Italy and Europe and comparison with Hera

National and EU regulations define principles and priorities for waste management, from minimising waste
at source to material recovery, energy recovery and, only as last resort, disposal in landfills.

Over the years, the Hera Group has worked in this direction, as shown by the comparison between 2002
data and the data of the last three years. In particular, in terms of reducing landfill disposal, the Group
managed to maintain the already excellent performance achieved in 2019 despite the health emergency.
This while remaining consistent with the Group’s objectives, Italian and European regulations and the plans
of the relevant authorities, which call for a reduction in the use of landfills and an increase in separate
waste collection. In 2020, the share of municipal waste disposed of in landfills after pre-treatment will be
3.4%, compared to an ltalian average of 23% in 2019 (Source: Eurostat data) and thus below the 2035
target set by the new European directives of the circular economy package. The use of landfills was
particularly low in the Emilia-Romagna service area, standing at 1.5% in 2020 compared to the average for
Emilia-Romagna of 9% in 2019, (Source: Ispra, 2020 Municipal Waste Report). In the areas served in the
Marche region there was a slight increase in 2020 compared to 2019 (up from 28.5% in 2019 to 30.9% in
2020), in particular due to the health emergency that in some cases profoundly changed the waste
treatment/disposal system, forcing the direct disposal of mixed waste in landfills, without passing through
mechanical/biological separation plants. As of 2020, Hera’s Triveneto region continues to have no landfills
for the disposal of municipal solid waste.
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Municipal waste collected by Hera, by destination
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At a European level, the trend towards reducing the use of landfills for municipal waste disposal is also
continuing, although there are significant differences among the countries: in the EU-27 the figure for 2019
was 24% (Source: processing of Eurostat data). In Italy, 23% of municipal waste disposed of in 2019 was
sent to landfills compared to 21% sent for waste-to-energy treatment. The use of landfills and waste-to-
energy treatment remained stable.

Landfills continue to be the primary treatment method in 15 European countries, with peaks of up to 91%
in Malta and above 80% in Romania and Cyprus. In Germany, Sweden, Finland, Denmark, Belgium and the
Netherlands, the use of landfill is around 1%, and waste-to-energy ranges from 33% to 56%, while the
remainder is sent for recycling. Hera is in line with these countries in terms of recycling with further
improvements planned for the coming years.

Municipal waste management in Europe and Italy, and Hera’s ranking (2019)
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Italy 2019
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Municipal waste: A three-speed Europe and Hera’s area of operation is among the best performing (2019)

Country Landfill Waste-to-energy Recycling/Composting
Countries with landfill use lower than the European average
Sweden 1% 53% 47%
Germany 1% 33% 67%
Belgium 1% 44% 56%
Denmark 1% 48% 52%
Finland 1% 56% 43%
Netherlands 1% 42% 57%
Austria 2% 39% 59%
Hera Group 3% 39% 57%
Luxembourg 4% 47% 49%
Slovenia 12% 16% 72%
Estonia 19% 48% 33%
France 20% 34% 46%
Italy 23% 21% 56%
Ireland* 24% 34% 43%
European Union (27 countries) 24% 27% 56%
Countries with landfill use less than 50% but higher than the European average
Lithuania 27% 16% 58%
Poland 43% 23% 34%
Czech Republic 48% 17% 35%
Countries with landfill use greater than or equal to 50%
Portugal 50% 20% 30%
Hungary 51% 14% 36%
Slovakia 52% 9% 39%
Spain 54% 11% 35%
Latvia 56% 3% 40%
Bulgaria* 60% 4% 37%
Croatia 66% 0% 34%
Greece 78% 1% 21%
Cyprus 81% 1% 18%
Romania 82% 5% 13%
Malta 91% 0% 9%

* 2018 data. Source: processing of Eurostat data
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Disposal of municipal waste in Europe: the correlation between recycling/composting and energy recovery. Hera
among the European best practices (2019)
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Material and energy recovery in Herambiente’s separation plants

Six (of the total of 15) of our selection plants process the municipal and special waste coming from
separate waste collection and from industrial or artisan manufacturing in the province in which they are
located. The objective of the process, which uses more or less complex technologies and treatment lines
according to the type of waste to be treated, is to recover the greatest possible amount of material from
the incoming flow and reduce reliance on landfills. These systems recover paper/cardboard, plastic, wood,
metal, glass, biodegradable waste (pruning material), tires, textiles, and inert materials. The treatment lines
used are specific to the characteristics of each collection. Five of the six plants have computer vision
systems that are particularly effective in separating plastic and paper from municipal waste both in terms
of flow (hourly quantity of waste treated) and in terms of the quality of the material obtained by the
operation. The scrap of the treatment, the non-reusable fractions that are not sent for material recovery,
are dispatched to be used for energy recovery or to be disposed of.

In 2020, Herambiente’s sorting and recovery plants treated 405,034 tonnes of waste, down 6.3% compared
to 2019. The decrease is due to the drop in waste input from HASI and the drop-off points, which had to
stop operating temporarily during the health emergency. The quantity sent for material recovery was
76.9% of the waste treated, up compared to the previous year, while the share sent for energy recovery
was 4.4%, leading to an overall recovery of 81.4%, slightly down on 2019. A portion of the non-reusable
fractions was used for energy recovery, about 19.3% in 2020. Although the volume of waste treated
decreased, the amount of plastics sent for recycling in 2020 increased to 51,345 thousand tonnes (+14%
compared to 2017). The increase in the quantities of plastic recycled compared to the situation in the year
2017 was identified by Hera as one of the Group’s objectives in the new plastics economy; with these
objectives Hera participated in the New Plastics Economy Global Commitment, described in a case study in
this report, an initiative with which in 2018 the Elllen MacArthur Foundation dealt with the problem of
plastic pollution at source to make the entire plastic production chain more circular.

The shredding operation to reduce the volume of large-sized waste, coming from the mechanised sorting of
bulky waste, already present in the Ferrara and Bologna plants, was started up and will be fully operational
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in 2020 also in the Rimini plant. The permit for shredding has been obtained for the Modena plant, which
will be able to carry out the specific activity upon obtaining the relevant permit from the authorising body
in 2021. We are still waiting for the conclusion of the permitting process for the shredding activity for the

Lugo (RA) plant.

Destination of total waste treated — Herambiente’s selection plants

2018 2019 2020
Waste sent for material recovery (t) 313,318 327,480 311,599
Non-reusable fractions outgoing (t) 112,457 104,799 93,379
of which for energy recovery 15,153 34,097 18,004
Other waste sent for disposal 199 56
Total waste treated in selection plants 425,775 432,478 405,034
Of which sent for material recovery (%) 73.6% 75.4% 76.9%
Of which sent for energy recovery (%) 3.6% 7.8% 4.4%
Waste sent for material and energy 77.2% 83.2% 81.4%
recovery (%)

The circular economy to support businesses

Through its Herambiente subsidiary, the Hera Group operates over 90 treatment plants for the recovery
and disposal of municipal waste, and of hazardous and non-hazardous special waste. Its plant fleet includes
nine waste-to-energy plants, 11 composting plants/digesters, 15 selection plants, 16 chemical/physical and
stabilisation plants. Of these, 25 plants are exclusively dedicated to the disposal of special waste, including
Disidrat (RA) for the treatment of pumpable, palable sludge, ash and soil, F3 (RA) for the incineration of
special industrial waste and the HASI (RA) waste storage and pre-treatment centre.

The initiatives launched by Herambiente for material and energy recovery continued in 2020, and were
characterised by a constant focus on transitioning its industrial activities towards a circular economy
approach. In particular:

the completion, start-up, and attainment of industrial operation of the plant, built at the
Sant’Agata Bolognese site, that uses the organic fraction of separately collected municipal waste to
produce biomethane. In 2020, the plant, which has been fully operational since March, injected
about 7.8 million m?® of biomethane into the grid, exceeding the project’s anticipated production
rate by 5% and confirming the validity of the technological choices and management model. On the
basis of this project, the Group has prepared two further projects to convert existing plants to
biomethane production, in Lugo (RA) and Spilamberto (MO). The two projects have started the
necessary permitting processes which will be completed in 2021. Starting in 2022, the biomethane
production planned for these two plants will increase by a further 5.5 million cubic meters,
allocated to power motor vehicles;

the launch of the project to build an integrated anaerobic biodigestion and composting plant for
the treatment of organic waste in Pesaro;

completion of logistics platforms that handle the storage, characterisation and pre-treatment of
waste to make it compatible with the recovery and/or disposal systems available in Italy and
abroad. In this context, the agreement signed in 2020 with Eni Rewind to build a technologically
advanced logistics platform in the “Ponticelle” area, adjacent to Ravenna’s petrochemical complex,
capable of receiving and pre-treating up to 60,000 tonnes per year of industrial waste in solid,
liquid and sludge form (mainly hazardous), is extremely significant;

Herambiente Group’s constant focus on implementing the synergies arising from its presence
throughout the entire value chain of PE and PET-based polymer recovery, through Aliplast, with its
waste recovery and sorting operations, including those involving separate waste collection.
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Aliplast’s activities are perfectly in line with Europe’s “plastic strategy” policies on the reduction
and reuse of these materials.

A second cycle of modernisation of Herambiente Group’s waste-to-energy plants began in 2020 after the
cycle that took place between 2005 and 2010 (involving the plants in Bologna, Forli, Rimini, Ferrara, and
Modena). The three plants involved in this phase are the hazardous industrial waste incinerator at
Ravenna’s petrochemical complex, line 2 of the waste-to-energy plant in Trieste and replacing the older
lines 1 and 2 of the waste-to-energy plant in Padua with a new line with the same capacity.

The primary objective of these measures is to give a long-term perspective to the current waste-to-energy
capacity of these plants, increasing the efficiency of their energy recovery, reliability, and continuity of
operation, and, above all, equipping the plants with the best and most innovative flue gas cleaning systems
to further reduce their environmental impact.

In addition to measures on individual projects, we are examining the feasibility of applying new
technologies to extract resources and value from waste in market segments that currently, instead, resort
to dumping solutions. These include:

e collaboration with manufacturers and the University of Bologna to develop an innovative
technology that recovers carbon fibre to produce a secondary raw material with mechanical
performance that fully matches the virgin material;

e the development of a highly automated plant solution for the treatment and recovery of used
mattresses and their components (e.g. polyurethane). Currently, this “bulky” waste is handled
either by disposal systems or by using rather costly manual disassembly to recover elements of
limited value (iron and rags).

The recovery of industrial waste with Herambiente Servizi Industriali (HASI)

Herambiente Servizi Industriali is the Group’s company that offers waste management solutions and
services for businesses. It is currently the largest Italian company dedicated to industrial waste
treatment.

Key elements of HASI’s offer are maximum traceability, compliance with all environmental regulations
and the identification of the optimal recovery and recycling solutions to minimise landfill disposal.

During 2020, our commercial strategy continued to focus on creating value for the Group and for its
customers, also by pursuing synergies with subsidiaries and parent companies, offering solutions that are
increasingly oriented towards sustainability.

We complemented the global waste management solutions by offers aimed at O&M (operations and
maintenance) customers of private waste treatment plants, implementation of improvement/efficiency
plans, and solutions designed to maximise recovery and overall reduction of the waste produced, such as
by managing certain flows as by-products.

Herambiente Servizi Industriali has maintained a strong relationship with its client companies, as confirmed
by the contract renewals for the Global Service with its longstanding clients, leaders in the food,
pharmaceutical and engineering industries, and by the major new commercial opportunities it has seized.
The latter include the treatment of significant flows produced by the leading European steelmaker, the
renewal of the waste treatment service at the Italian plants of the multinational leader in tobacco
processing, and the launch of the large contract signed at the end of last year to manage waste from the
extraction activities of the leading independent natural gas storage services operator in Italy, offering,
where possible, material and energy recovery solutions as alternatives to disposal.
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The integration of our waste management services with on-site systems operation helps the Group be
effective and well-known in the market, encourages customer loyalty and creates value, besides being a
factor that sets it apart from its competitors.

The traceability of all waste delivered to HASI is totally transparent. Since 2015, Herambiente’s website has
featured a special area dedicated to customers, who can remotely view the status of their waste streams,
the validity of approvals, and the status of their payments. For each contract, information is provided in
real time, and also includes information on the treatment operations, showing where each was sent, and
the recovery percentage achieved versus the total waste received. More recently, we added a new feature
that customers can use to book their disposals online.

In 2020, Hasi treated over 915 thousand tonnes of industrial waste, of which about 29% was recycled for
material or energy recovery.

Destination of total waste treated — Herambiente Servizi Industriali

Thousands of tonnes 2018 2019 2020
Waste sent for material and energy recovery 264.9 329.2 264.5
Total waste sent for disposal 710.0 1,112.8 650.7
Total waste treated 974.9 1,441.9 915.2
o -
% of waste sent for material or energy recovery on the total 27.2% 22.8% 28.9%

quantity of waste treated

The percentage of waste sent for recovery in 2019 was affected by the expansion of the company's
perimeter (merger of Waste Recycling into Hasi). The main types of waste processed by the plants in the
Pisa area (e.g., liquid waste or sludge to stabilise) undergo major treatment operations and, where possible,
volumetric reduction, in line with the best technologies available on the market, but which in many cases
are still classified as disposal operations and not recovery operations.

In 2020, on the other hand, our recovery performance improved thanks to the consistent ability of Hasi’s
plant equipment to meet our customers' growing demand for recovery solutions.

The decrease in volumes handled in 2020 is due to the extraordinary context in which Hasi operated during
the year. The enforcement, in March, of restrictive measures throughout Italy to curb the health
emergency led to the closure of most businesses and industries, and also affected the markets served by
Herambiente Servizi Industriali. Italy has experienced a significant reduction in industrial production and
waste, with special waste dropping by over 40%, depending on the geographical area. The reduction in
waste has led to an increase in plant availability at the European and Italian level thus increasing treatment
solutions available to customers lowering the cost of processing.

Below are some examples of recovery-oriented solutions applied to our customer portfolio:
e scraps of leather are used to produce soil improvers and fertilisers;
e the recoverable parts of paper are sent to paper mills;
e plastic is washed, cleaned, and made into flakes for subsequent processing;
wood scraps are used to produce chipboard panels;
ferrous materials are separated and recycled in foundries;
organic waste from food manufacturing companies is used for composting to produce energy and
produce compost;
e some types of production waste made of plastic or polylaminates (which until recently were sent to
energy recovery) are selected and separated directly in the company and sent for material recovery
at the group’s plants or at third parties;

104



e all mixed waste that is not hazardous, non-separable, nor recoverable in terms of material, to be
used for energy recovery.

In 2020, we continued our cross-selling activities to customers and prospects thanks to commercial
synergies with Aliplast and the services offered by Hera Group companies. This is reflected in the first
memorandum of understanding signed by Hera Business Solution (Hera Group’s integrated and sustainable
multi-service offer dedicated to companies) and a top Italian food company, leader in fresh fruit and
vegetable, grain and legume processing (discussed in detail in a case study in this report). The collaboration
is in the context of a business relationship already in place with Hasi that provides waste management,
including plans to reduce waste, combined with Global Service solutions to achieve maximum recovery, and
the management of the treatment plant in use at the factory.

Hera Group’s contribution to future plastics

The Aliplast Group, that Herambiente acquired in 2017, has eight plants. The three foreign plants located in
Spain, Poland, and France, and the two Italian plants, at Formigine (MO) and Quinto di Treviso (TV), source
and select the plastic. The Ospedaletto di Istrana (TV) and Borgolavezzaro (NO) plants transform the waste
plastic into finished products, while the Gualdo Cattaneo (PG) plant produces finished goods using semi-
finished recycled plastic products.

Aliplast manages the integrated plastic cycle, transforming waste into finished products, mainly PE films,
PET plate and granules/flakes of the leading polymers. Its primary commitment is to make the plastic life-
cycle sustainable, by collecting and recycling plastic to produce new materials, with the lowest possible
environmental impact. Focusing on constant research, development, and technological innovation
(regarding products, services, and processes), Aliplast manages a traceable plastics production chain, which
is capable of transforming a disjoined chain into a virtuous circle and of ensuring high-quality final products
that are efficient and economically more convenient than traditional materials.

Waste treated by Aliplast

t 2018 2019 2020
Incoming waste 84,802 90,104 84,987
Total incoming waste sent for material recovery 77,700 80,416 74,947
Seco?dary raw material from |n'com|ng waste (New 63,726 72,766 68,848
plastics economy Global Commitment)
Inco.mlng waste sold (material recovered from third 13,974 7,650 6,098
parties)
o :
% of V\!aste sent for recovery of material on the total 91.6% 89.2% 88.2%
quantity of waste treated

The plants treat waste from industrial scrap and from separate municipal waste collection. This waste was
transformed into new products or delivered to third party recycling companies (over 6 thousand tonnes).
The Aliplast Group directly recycles a significant share of the incoming waste and discards only a small
percentage of it if it is made of non-recyclable polymers or because of weight loss due to the presence of
liquids. The reduction in the proportion of incoming waste sent for material recovery from 2018 to 2020 is a
result of the start-up of the PET washing system at the Borgolavezzaro plant, which recycles PET bottles
with waste percentages typically higher than those for PE recycling.

The secondary raw material from the incoming waste is sold or used to produce recycled plastic products.
Products sold by Aliplast in 2020 will contain around 79% secondary raw material from waste plastic. In
2020, Aliplast reported a reduction in the sale of recycled plastic products (approximately -4.2% compared
to 2019) due to the health emergency that severely affected the supply chains in which it trades its
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products, causing a significant drop in demand. The decline in sales resulted in a reduction in waste
incoming and sent to material recovery (by 5.7% and 6.8%, respectively, compared to 2019), while the
volumes of secondary raw material obtained decreased from 72,766 in 2019 to 68,848. In 2020, despite
declining sales and lower volumes, the ratio of waste input to secondary raw material obtained remained
steady at 81%. These data are also reported in the Ellen MacArthur Foundation’s New Plastics Economy
Global Commitment, and described in a case study of this report. The reduction in incoming waste sold and
sent for material recovery by third parties, on the other hand, is a consequence of the choice — linked to the
external macroeconomic context — to reduce the collection of low quality plastic waste, to focus on high
quality, more suitable for use in the production of finished products.

Products sold by Aliplast, by type (2020)

B Other polymers
(HDPE, PS, PP)
granules and ground
PE film and granules

PET sheets,
granules, ground,
and flakes

The food industry demands high safety standards and strict compliance with applicable food industry
regulations. Aliplast’s range of products, which is entirely certified at the European level for food contact,
consists of polymers in granules and flakes, and PET rigid film for thermoforming and extrusion, ideal for
producing food trays and bottles.

In 2018 Aliplast developed an IT tool for calculating the carbon footprint of five types of products, as
described in greater detail in a case study in this Sustainability Report.

The circular approach within the Hera Group

Waste produced by the company

In 2020, the Group produced around 2.2 million tonnes of waste. Compared to 2019, (2.6 million tonnes)
there was a decrease in total by-products leaving the Group's plants. In particular, the following were
reported:

e lower leachate output from composting and chemical-physical plants, and landfills, as a result of
lower rainfall;

e lower production of waste from stabilisation plants (solid waste and other waste) due to the
reduction of Hasi’s industrial activities brought about by the health emergency;

e lower production of refuse-derived fuel and of non-reusable fractions due to smaller amounts
treated by the plants;

e slight decreases in the production of particulates and slag due to different mixes fed into the
waste-to-energy plants.

In 2020, the analysis performed on the destination of the waste produced by the Group shows an
expansion of the database, which also made it possible to highlight the volumes sent for composting and
material recovery. A further addition with respect to 2019 was the introduction of the disposal item, which
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includes the preliminary treatment operations of grouping and reconditioning, physical, chemical, biological
treatments, and final disposal operations, such as landfilling and incineration. This in-depth analysis has
provided a more complete view of the destination of the waste produced.

Main types of waste produced by the company, by disposal method (2020) [306-2]

Ener Sent for
tonnes Disposal &y Composting material Total
recovery
recovery
Particulates from flue gas scrubbing* 11,441 - - 40,827 52,268
Waste-to-energy plant slag 15,814 - - 243,845 259,659
Solid waste from stabilisation 49,430 - - 23,915 73,345
Water purification sludge 25,894 26,995 89,689 - 142,558
Sand from purification plants 1,724 - - - 1,724
Sl_udge. produced by chemical-physical- 37213 i i 3,496 40,709
biological plants
Leachate from landfills/composting 331,665 - - - 331,665
Non-reusable fractions from selection 129,748 40,675 i 5748 176,171
plants
Liquid waste from stabilisation 31,548 - - - 31,548
Biostabilised - - - 97,755 97,755
Water from chemical-physical-biological 417,296 : i i 417,296
treatment
Production of fuel from waste - 74,845 - 5,026 79,871
Other waste from Herambiente storage 423,449 9,262 21,801 59,442 513,053
and plants
Total 1,475,221 151,777 111,490 480,054 2,218,540

*hazardous waste. Disposal is defined as being sent to landfills with the exception of liquid waste.

Recovery of waste-to-energy plant slag

The waste-to-energy plant growth and renovation plan pursued by Herambiente in recent years has had a
positive impact on the production of combustion slag. The new combustion systems and, above all, the
systems for the “cooling” and “gondola”-type systems to extract combustion slag, make it possible to have
waste with a very low quantity of unburned matter and low water content. This has resulted in a lower
percentage of slag being produced and, above all, a quality level that is more suitable for subsequent
recovery.

In 2020, the eight waste-to-energy plants operated by the Group produced 254,813 tonnes of slag, equal to
21% of the waste treated at these plants. 95% of the slag produced was recovered, for example by
producing cement and concrete mixes, while the remainder was disposed of in landfills.

The plants in Ferrara, Bologna (since 2018), and Rimini (since 2019), also have ferrous metal separation
systems that enable the reuse of the metal in the metallurgical industry. In 2020, 4,255 tonnes of metals
were recovered, up compared to 2019 (3,667 tonnes).

There are two main ways to recover particulate matter from flue gas scrubbing:

e the sodium-rich powder is picked up by Solvay lItalia, which processes it to recover its residual
bicarbonate content;

e lime powders and electrofilter particulate are sent to Germany where they can be reused to restore
cavities in decommissioned mines.
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The sludge produced by chemical, physical, and biological plants is sent abroad where it is used in a
process to produce cement granules that can then be used as a raw material to produce composite
mixtures for geoengineering applications, i.e. in levelling, reclamation and shaping of the surface of areas,
formation of embankments or for special applications in areas where there is mining waste from the
extraction of hard coal. In addition, the granulate can also be used in civil engineering to build the bottom
layers of foundations and roads, or for land reclamation.

Recovery of purification sludge

Purification sludge is considered special waste and must be handled as specified in Italian Legislative
Decree No. 152/2006. In 2020, the plants operated by the Group produced 36 kg of sludge per population
equivalent served, in line with the previous year. At the Group level, the sludge produced was processed by
dedicated incineration (26,995 tonnes, 18.9% of the total), disposal in landfills (23,033 tonnes, 16.1% of
the total compared to 19.0% in 2015), indirect agricultural reuse following composting (89,689, 62.9%),
and the remainder was processed with other treatments (2,860, 2%). Added to the volumes disposed of at
landfills, give the actual amount sent for disposal (25,894 tonnes, 18.1%). The Hera Group aims to further
reduce the amount of sludge sent to landfills in Emilia-Romagna (area served by Hera Spa), reaching 3.3%
by 2024 and 1.5% by 2030. Several projects aimed at reducing sludge production are scheduled for 2021,
including:

e some replacement work on the centrifuges at the Savignano and Castelnuovo Rangone plants and
the sludge thickener at the Riccione treatment plant;

e the use of two new-generation additives which should lead to a reduction in sludge production and
lead to an increase in the production of biogas that can be used to generate thermal energy and
possibly also electricity.

In 2020, in the Triveneto area, a solar greenhouse was installed in the Padua plant which reduced the
sludge produced by about 15%, while the installation of two biological dryers is planned for 2021.

Plant equipment serving the circular economy, and total waste treated

Main waste treatment plant expansion measures

In addition to marking the first full year of full-scale nominal operation of the Sant’Agata Bolognese
biomethane plant with excellent results, in 2020 we set up two further projects, currently awaiting
regulatory approval, biomethane plants at Lugo (RA) and Spilamberto (MO). In 2020, work also started on
two waste-to-energy modernisation projects: the revamping of the hazardous waste-to-energy plant in
Ravenna, increasing its capacity from 40,000 to 50,000 tonnes/year (and increasing the electricity
production by 7,000 MWh/year), and the replacement of current unit 2 of the Trieste waste-to-energy
plant (increasing its electricity production by 20,000 MWh/year).

At the end of the year, work also began on the installation of the new secondary solid fuel production line
at the Castiglione delle Stiviere (MN) plant, which aims to make better use of the dry fractions of waste.

Hasi progressed with the construction of an osmosis and evaporation treatment system to recover and
reuse process water at the Castelfranco di Sotto (PI) site. Aliplast has completed the assembly and start-up
of a further polyethylene regeneration line.

In addition to the above, the Herambiente Group made operating investments for material and energy
recovery, and for the creation of additional landfill volumes, totalling Euro 52.6 million (plus a further Euro
5.4 million for M&A transactions for a total of approximately Euro 58.0 million).
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Below is a summary of some of the main environmental measures being planned, in progress or that have
been completed at the end of 2020.

Main waste treatment plant expansion/improvement measures

Sant’Agata Bolognese
(BO) biomethane plant

Plant in industrial operation

Construction of
biomethane plant

Biomethane production in 2020,
7.8 Mm?3 (+5% compared to the
projected 7.5 Mm?3)

Spilamberto (MO)
biomethane plant

Planning stage (permitting
process in progress)

Construction of
biomethane production
section

Biomethane production by
2022, 3.5 Mm? and 40 kton
MSW treatment

Lugo (RA) biomethane
plant

Planning stage (permitting
process in progress)

Partial conversion to
biomethane production

Biomethane production 2.0
Mm?2 from 2022

Trieste waste-to-energy

Increased treatment and energy

energy plant (F3)

lant In progress Revamping of Line 2 recovery capacity (+20 thousand
P MWh/year expected)
Revamping of the F3 Increased treatment capacity
Ravenna waste-to-
In progress hazardous waste (+10 kt/year) and energy

incinerator (Ravenna)

recovery (+7,000 MWh/year)

Padua waste-to-energy
plant

Planning stage (permitting
process in progress)

Replacement of lines 1
and 2 with new line 4

Increased energy recovery
(+70,000 MWh/year planned),
upgrade to BAT and continuity

of operation.

5th portion of Ravenna
landfill

Planning stage

Construction of 5th
portion of landfill for NH
and H stabilised waste

Capacity increase

landfill

Firenzuola (FI) landfill In progress Construction of 5th lot Capacity increase
. ) Construction of lots 5 N
Loria landfill In progress Capacity increase
and 6
Capping and Reduction of leachate
Sommacampagna (VR) Pp & . .
landfill In progress environmental production and environmental
restoration restoration
Capping and .
env:orznriental Reduction of leachate
Firenzuola (FI) landfill Completed . production and environmental
restoration of lots 3 and .
4 restoration
Capping and Reduction of leachate
Civitella (FC) landfill Completed environmental production and environmental
restoration restoration
Capping and Reduction of leachate
S. Agata Bolognese (BO) pp < . .
In progress environmental production and environmental

restoration

restoration

Ravenna landfill site km
3.8

Planning stage (permitting
process in progress)

Restoration and
renaturation of the area

Renaturation and landscaping;
site within the Po Delta Park

Ravenna landfill, fourth

Capping and

Reduction of leachate

(MN) plant

P In progress environmgntal production and er?vironmental
restoration restoration
Modification and
Castiglione delle Stiviere revamping of high- Reduction of processing waste
In progress

quality secondary solid
fuel (SSF) production line

that cannot be used as fuel
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Construction of new PE

Aliplast Completed (line operatin . Capacity increase
P P ( P g) regeneration line pacity
Construction of hard Increase of the range of
Aliplast Planning stage plastic recovery plant g

recoverable plastic waste
(Modena) P

New line for the
Planning stage (permitting | treatment of glass waste

Improvement of glass recovery

Lugo (RA) selection plant system from separate waste

rocess in progress from separate waste .
P prog ) P . collection
collection
Castelfranco di Sotto (PI1) L New osmosis line for Recovery of water for industrial
Construction in progress -
plant liquid waste/wastewater use
. New platform for storage
Ravenna Ponticelle . P & o
Planning stage and pre-treatment of Capacity increase

(Hasi) platform

industrial waste

Environmental impact assessments presented during the year
[102-11]

The IEA and Screening procedures are accompanied by a series of environmental assessments of the
effects of the works (both during construction and at the project stage) on the environment, and on human
health and well-being, based on the characteristics of the project itself and following analysis of the
components involved in their pre-construction condition. In particular, interference with the following
aspects was analysed: atmosphere, water resources, soil and subsoil, flora, fauna and ecosystems, noise,
human health and well-being, landscape and cultural heritage, residential system, and socio-economic
conditions.

In addition to qualitative and descriptive evaluations, the approach used involves running specific
modelling and forecasting simulations using software and calculation algorithms, to obtain numerical data
that can be compared with standards and limits defined by industry regulations and that can assess the
relevance of the impact. Model simulations are carried out in particular for the release of pollutants and
odorous substances into the atmosphere, and noise emissions. They are also used to prepare risk analysis
at landfill sites, where it is necessary to request exceptions to the acceptance criteria for incoming waste,
and in any case necessary during plant closure procedure as required by recent regulatory updates on
landfills.

All the simulations carried out include an accurate characterisation of the sources and the assessment of
the most unfavourable scenario, so as to provide a precautionary analysis. Landscape assessments are
carried out by using renderings and photomontages to assess the visual effect of the new works on the
surrounding environment, for example for creating new lots/landfill sites. In addition, if the works planned
are located within or near sites of Community interest (sites belonging to the Natura 2000 Network),
special assessments are required to determine whether or not the works/activities in the project could
have a significant impact on these sites. Lastly, in some cases, the applications are also accompanied by a
specific "Health impact assessment and proposed health monitoring plan".

Once all impacts have been assessed, specific mitigation measures are identified, where necessary, so as to
reduce them and, if that is not possible, specific compensatory measures are implemented (construction of
photovoltaic plants, planting trees, construction of charging stations for electric vehicles, etc.).

110



It must be noted that the design of the works is always carried out by identifying and using the best
available technologies as required by Legislative Decree No. 152/2006 as amended and Art. 29 bis,
paragraph 3, which, for landfills, are defined by Italian Legislative Decree No. 36/2003.

The following Environmental Impact Assessment procedures were activated in 2020 (still in progress):

e Multi-purpose waste treatment facility located at Via S.S 309 Romea km 2.6, in the municipality
of Ravenna (RA) — Landfills for hazardous and non-hazardous waste. Construction of the 5th
section for stable non-hazardous and hazardous waste as an extension to the existing “Ex Sotris”
landfill for hazardous and non-hazardous waste, 1st, 2nd, 3rd and 4th sections.

The project involves the construction of a new landfill sector, known as the 5th section, which will
extend existing landfills for hazardous and non-hazardous waste in the 1st, 2nd, 3rd and 4th
sections “Ex Sotris” within the same operation. This type of plant will serve industrial customers
and help close the waste treatment cycle, and meet part of the disposal requirements identified in
the PRGR.

The volumes required to build the 5th segment will use the space currently occupied by the
WDF/CSS-IRE plant, since, in accordance with the Regional Waste Management Plan, in December
2019 disposals to the IRE plant were stopped.

The new section will handle a total of 501,358 tonnes of waste and 26,387 tonnes of inert waste.

The assessment of the environmental impact takes into account both the activities related to the
decommissioning of the IRE WDF plant and those for the construction and cultivation of the new
landfill section. The assessments of the different environmental components took into account not
only the new project, but all the activities present in the complex.

e Composting and anaerobic digestion plant for the recovery of urban and special non-hazardous
waste located in the plant complex at via Traversagno 30, Voltana, in the municipality of Lugo
(RA) — Revamping of the composting plant to produce biomethane.

The project under review envisages modifications to the existing composting and anaerobic
digestion plant to enable biomethane production. It will require an increase in the amount of waste
accepted for recovery operations from 60,000 tonnes/year to 90,000 tonnes/year.

A new anaerobic digestion section (dry type as the existing one) and a new stabilisation section will
be built to cope with the increase in material entering the plant. The biogas thus produced will be
divided between the existing energy recovery system (cogenerators), and a new system to convert
biogas into biomethane (upgrading).

The biogas generated in the anaerobic section is expected to produce 2,050,000 Sm3/year of
biomethane to power motor vehicles, and 4,371 MWh/year of electricity, of which 3,543
MWh/year to be fed into the grid and 828 MWh/year to be used for self-consumption.

The planned measures, aimed at increasing the efficiency and the recovery of wet waste, consist
mainly of the following:

e expansion of the anaerobic and aerobic digestion sections;

e construction of a gasometer to improve the efficiency of the biogas recovery system;

e construction of an upgrading plant to transform biogas into biomethane and its connection
to feed biomethane into the SNAM network.

The positive impact on greenhouse gas emissions is noteworthy: the balance sheet shows that the
implementation of this project will reduce greenhouse gas emissions by 1,878 tonnes/year of CO2
equivalent. The contribution of biomethane to the grid must be added to these assessments.
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Biomethane is a renewable energy source, an alternative to traditional fossil fuels, and therefore
leads to a significant reduction in greenhouse gas emissions.

In 2020, we also applied for the review of Integrated Environmental Authorisations for compliance with
BAT (Best Available Techniques), seeking a renewal, following:

e the Commission’s Implementing Decision (EU) 2018/1147 of 10/08/2018 establishing the
conclusions of Best Available Techniques (BAT) for waste treatment;

e the Commission’s Implementing Decision (EU) 2019/2010 of 12/11/2019 establishing the
conclusions of Best Available Techniques (BAT) for waste incineration.

The evaluations in submission of the IEA Review applications showed that they all substantially comply with
the sector BAT.

The plant sites for which |IEA review applications have been activated in 2020 are:

e Romea Ecological Centre (Disidrat and TCF) located in the Ravenna plant area at km 2.6 SS 16 (RA);

e Ferrara Storage centre located in Via Cesare Diana 32 (FE). This review was concluded in 2020 with
the issuance of the new IEA (DET-AMB no. 5313 of 05/11/2020);

e Non-hazardous waste co-incineration plant, located in the industrial area in Via dell'Energia s.n.c.
Pozzilli (IS);

e Industrial waste water and waste treatment plant, located in the industrial area of viale delle
ricerche snc in the municipality of Pozzilli (1S);

e Composting and anaerobic digestion plant located in via Rio della Busca in the municipality of
Cesena (FC).

e Chemical-physical treatment plant, called Impianto di Trattamento Fanghi Industriali (ITFl), located
in Viale Shakespeare 29, in the municipality of Bologna (BO);

e Landfill for non-hazardous waste located in Siberie, in the municipality of Sommacampagna (VR);

e  Waste-to-energy plant for non-hazardous waste located in Via Cesare Diana, in the municipality of
Ferrara.

In addition, an application was filed to amend the integrated environmental authorisation of the landfill for
non-hazardous waste located in the Ca dei Ladri hamlet in the municipality of Gaggio Montano (BO),
following the conclusion of the relevant EIA procedure, (the so-called Screening) which ruled its exclusion.

The amendment involves the volumetric recovery of sector V. At present, in this area during the cultivation
phase, the effective compaction of the waste dumped has occurred, leading to the possibility of delivering a
greater quantity of waste within the authorised volumes. An additional 119,364 tonnes are therefore
expected to be delivered compared to what has been authorised to date with the same authorised closure
configuration.

Recovery plant classification for Hera Group’s waste-to-energy plants

Directive 2008/98/EC, implemented in Italy by ltalian Legislative Decree No. 205/2010, introduces a
criterion to calculate energy efficiency which makes it possible to classify a municipal waste incineration
plant as an energy recovery plant. This criterion makes it possible to calculate the energy efficiency of the
incineration process on the basis of the energy introduced with the waste, the amount of energy consumed
and the amount of energy produced (thermal and electrical).

All the waste-to-energy plants operated by the Herambiente Group (including those of Hestambiente at
Padua and Trieste) are R1 recovery plants, except for the Ravenna special waste plant (F3).
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The “Sblocca Italia” decree and the new regulations on waste disposal

Art. 35 of Italian Legislative Decree No. 133/2014, converted, with amendments, into Italian Law No.
164/2014, the so-called “Sblocca Italia” law, aims to develop a suitable, integrated system at national level
to manage municipal waste and to meet the separate waste collection and recycling objectives.

To apply the principles and objectives defined in Art. 35, the Hera Group uses the following hierarchy to
identify the priority criteria for the saturation of the capacities of its waste-to-energy plants:

e |ocal municipal waste;

e regional municipal waste;

e any municipal waste from outside the region according to the resolutions of the relevant bodies;
e non-hazardous special waste until saturation of the residual heat load.

On the basis of these principles, our integrated environmental authorisations (IEAs) were updated between
the end of 2015 and during 2016 and, at the same time, we signed framework agreements with Local
Authorities for the waste-to-energy plants of Forli, Rimini and Modena. For the waste-to-energy plant of
Ferrara, in the context of these updates, we were granted a permit to increase the amount of waste to
treat up to 142,000 tonnes a year to cope with any emergencies outside the region for municipal solid
waste, subject to a specific request from the relevant authorities. In December 2015, the local authorities in
Forli and the Regional Administration signed a specific agreement for the management of municipal waste
in the Forli waste-to-energy plant to which municipal waste is sent only from the regional catchment area
in respect of the planning being approved.

In 2020, no solid municipal waste from other regions was treated in Herambiente’s eight waste-to-energy
plants for municipal waste (thus excluding the Ravenna plant), as determined by the relevant authorities.
Also, no solid municipal waste from other regions was treated in Herambiente’s landfills.

Total waste treated by the Group

Waste treated, by type

thousands of tonnes 2018 2019 2020
Municipal waste 2,348.0 2,347.8 2,219.1
Street market waste 2,142.8 2,211.1 2,187.6
Total waste sold 4,490.8 4,558.9 4,406.7
Plant by-products 2,802.2 2,616.2 2,203.2
Total waste treated, by type 7,293.0 7,175.1 6,609.9

The municipal waste treated in the Group’s plants, as well as the municipal waste collected in the municipalities
where Hera operates the municipal sanitation service, includes about 304 thousand tonnes collected by other
companies or public bodies.

An analysis of the quantitative data shows a decrease in waste sold due to both a decrease in municipal
waste and street market waste. As far as municipal waste is concerned, in 2020 it decreased by 5.5%, in
particular the quantities of separated waste, waste from beaches, and mixed waste. Market volumes
decreased slightly (-1.1%) compared to last year due less activity caused by the health emergency. Lastly,
plant by-products show lower values compared to the previous year due to both lower quantities treated
and lower rainfall (-15.8% compared to 2019).
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Municipal and special waste disposed of, by plant type

thousands of tonnes 2018 2019 2020
Selection plants 531.2 572.8 530.7
Waste-to-energy plants and biomass plants 1,309.8 1,259.9 1,275.4
Composting and stabilisation plants 361.5 506.1 509.4
Landfill 704.3 663.5 677.4
Stabilisation, and chemical-physical treatment 1,231.7 1,600.2 1,208.4
Third-party plants/Other plants 3,154.6 2,572.7 2,408.7
Total 7,293.0 7,175.1 6,610.0

The data concern waste incoming to the plant. Duplication may therefore occur. Some of the waste treated in
selection plants, for example, may be disposed of in landfills following selection. The waste outgoing from plants,
which has therefore been included among the final-use plants, was subtracted from the quantities counted in the
separation plants.

Waste treatment decreased overall by 7.9% compared to 2019. In this regard, the quantities in landfills
increased due to the full operation of the Loria and Serravalle Pistoiese landfills. In the waste-to-energy
sector, the trend is mainly due to the different scheduling of plant shutdowns and scheduled maintenance
compared to the same period in 2019 and the increase in waste delivered. The increase in quantities at the
selection plants is due to the higher quantities treated, mainly at the Rimini and Bologna plants. In the
composting and stabilisation plants, the volumes are broadly in line. The lower quantities in the
stabilisation and chemical-physical plants are due mainly to the decrease in leachates from landfills due to
less rainfall and less activity due to the health emergency. Lastly, the decrease in the other plants sector is
mainly due to lower by-products, mainly wastewater, treated in third-party plants.

The circularity of water

Non-invoiced water

The percentage of non-invoiced water compared to water fed into the network is related to physical or real
losses (due to breakage of pipes or hydraulic equipment, etc.) or procedural or apparent losses (metering
inaccuracies, errors in estimated presumed consumption at 31 December, unrecorded internal
consumption, and illegal use). The latter losses result in water which is effectively delivered to the end
customer but is not recorded and invoiced.

Until 2006, network losses were calculated as the difference between the water fed into the water network
during the year and the water accounted for as supplied to customers during the same period: the amount
was estimated at 31 December of each year on the basis of the historical consumption of customers since it
is not possible to take a single reading of all the meters at 31 December. This estimate was then
supplemented so as to consider the correct period of recording in accounts of the water sold to customers
as at 31 December of the previous year, calculated after reading all the meters. Since 2007, network losses
have been calculated by integrating the adjustments coming from meter readings in the pertinent year,
thereby ensuring comparability of the water sold with the related amounts fed into the system each year.
To calculate non-invoiced water, we used the method defined by ARERA in its Technical Quality Regulation
(resolution 917/2017); the volume of water lost is calculated as the difference between the volume fed into
the water network and the volume leaving it; this value is compared to the input volume to calculate the
percentage and to the length of the supply and distribution pipelines to calculate the losses per km. With
this approach, it is however possible to calculate the final figure for the year only around four to six months
after the close of the financial statements, after all the meters have been read. That is why the table below
does not include the figures for 2020. On the basis of the information available at the date of approval of
this Sustainability Report, there is no evidence to suggest that the final figure for non-invoiced water for
2020 differs significantly from that for 2019.
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At the Group level, network losses for 2019, calculated using the Arera method, amounted to 30.0%,
slightly lower than those of 2018 (both data calculated according to Arera’s new resolution). The Group
continues to be positioned at a level significantly lower than the Italian average of 43.7% in 2016, also
lower than the average for the North-Eastern area of 38.9% in 2016 (Source: Arera, 2020 Annual Report),
and than the 36% in 2019 average for provincial capitals (Source: Legambiente Ecosistema Urbano 2020).

The corresponding losses per km (2019 figure) is 10.2 m3/km/day, slightly down compared to 2018. We
believe that the figure of non-invoiced water per kilometre of network is more representative of the
effectiveness and efficiency of the distribution system and more useful for comparison with other
companies. The figure for losses per km in Emilia-Romagna was 9.1 m3/km/day in 2019, substantially in line
with the average of 8.3-8.4 m3/km/day found by the European Environment Agency on a group of 32
European utilities that took part in the study entitled “Performance of water utilities beyond compliance”.
It is an even more significant value if compared with the average of 22 m3/km/day of the Italian utilities for
2018 (Source: Utilitalia, 2019 Sustainability Report) and with the 24 m3/km/day of the Italian average
reported by Arera for 2016 (Source: Arera, 2020 Annual Report). The figure is also lower than the average
for the North-east, which has the best performance at Italian level, at 14.1 m3/km/day in 2016 (Source:
ARERA, 2019 Annual report). TheHera Group’s objective is to reduce losses per km by 4% by 2024
compared to 2018 and by 10% by 2030 also compared to 2018.

Non-invoiced water per kilometre of network operated (m3/km/day) (physical and administrative losses from the
domestic water network calculated using ARERA’s method)

12,00

10.2 10,5 10,2
10,00
8,00
6,00 \‘ 2017 = 2018 2019
4,00 Hera 9.1 9.4 9.1
2,00 AcegasApsAmga 30.7 28.6 28.0
0,00 . . Marche Multiservizi 6.5 6.6 6.4

2017 2018 2019

Non-invoiced water (physical and administrative losses from the domestic water network calculated using

ARERA’s method)
50 r—————————— Italy average:
40,0% 43.7% (2016)
35.0% 30,6% 31,0% 30,0% :
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25,0%
Hera 28.9% 29.7% 29.0%
20,0%
15,0% AcegasApsAmga 36.1% 34.4% 32.1%
10,0%
° Marche Multiservizi 32.8% 34.7% 34.3%
5,0%
0,0% T T 1
2017 2018 2019

Non-invoiced water for the main Italian utilities

Utilitatis performed a comparative analysis of the main Italian utility companies in terms of non-invoiced
water per kilometre of network: Hera ranked second among the 11 companies considered.
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Non-invoiced water per kilometre of network operated
(m3/km/day) (2019)
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Source: Utilitatis, 2020 Sustainability Benchmarking (2019 data)

The recovery of purified water in the interest of the local area

In April 2018, we signed a three-year programme agreement with the Regional Government of Emilia-
Romagna, Arpae, Atersir and Consorzio Bonifica Renana aimed at recovering the wastewater discharged
from the Bologna wastewater treatment plant (the total reuse potential is 7.5 million m3). In the period
from 1 April to 31 October 2020, the total flow diverted to the Bonifica Renana plant from the Bologna
wastewater treatment plant was about 68 thousand m2, much lower than the approximately 966 thousand
m?3 in 2019. This is because the consortium was able to draw the necessary water requirements directly
from its own canals, limiting acquisition from the outlet from the treatment plant.

The agreement enables the consortium to withdraw about 2,160 m3/h, equal to about 40% of the flow rate
treated during the summer period. In particular, part of the water purified by the plant is carried by a
dedicated pipeline to the "Savena Abbandonato" plant, leaving the corresponding flow, coming from the
river Reno, to go to the "Canale Navile". This is done through a modulated management of surface water
flows by the Consorzio della Bonifica Renana, in relation to the demands and the degree of drought of the
water bodies.

Under the agreement, Hera and the Consorzio della Bonifica Renana have invested about Euro 120,000 to
implement the system (sluice gate and pumping/extraction plant) to transfer part of the flow treated by
the Bologna purification plant to the network of channels managed by the consortium. During the activity,
additional analyses are planned on the waste water discharged by IDAR, to monitor additional parameters
with respect to those already in the authorisation process.

This initiative, in addition to the primary objective of protecting water bodies in the area, also pursues the
principle of reuse of water as a good to be preserved.

In July 2019, a Memorandum of Understanding was signed by Hera and the Consorzio della Bonifica
Renana for some minor purification plants in the Bologna area, so as to identify the operating methods to
apply to enable reuse of water treated by the purification plants located in the consortium’s district
downstream of the discharge, and possibly be stored, to improve the hydrological balance of the flows
through the water bodies in the consortium’s district. The total reuse potential is approximately 2.5 million
m3.

In 2020, we signed a Programme Agreement for the reuse of wastewater from the Sassuolo and
Savignano sul Panaro wastewater treatment plants, and the agreement was sent to the Municipality of
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Modena for the wastewater treatment plant, to formalise the reuse process already in use (final approval
expected in February 2021). These agreements, aimed at reusing water for irrigation purposes in the
Modena area, resulted in a potential reuse volume of about 4.2 million m3.

During 2021, the VALUE CE-IN research project (“VALorizzazione di acque refLUE e fanghi in ottica di
economia CircolarE e simbiosi INdustriale”) will continue in the Cesena area, aiming to improve waste
water management in a circular economy and industrial symbiosis perspective. In addition, the framework
agreement with the Regional Government of Emilia-Romagna, Arpae and the reclamation consortia on the
indirect re-use of purified wastewater for irrigation purposes and with a view to hydraulic balance will be
extended to some plants in the Ravenna and Ferrara areas.

Reusable purified wastewater (% of total purified wastewater)

2018 2019 2020
Reusable purified wastewater (million m3) 2.5 10.0 14.2
Reusable purified wastewater (million m3) 294.2 291.3 271.2
e S e
Reusable purified wastewater (% of total purified 0.8% 3.4% 5.9
wastewater)

By comparing reusable purified wastewater (meaning potentially reusable purified wastewater leaving
plants for which reuse agreements have been signed with the authorities) and the total water purified in
the plants managed by Hera Spa, reusable purified wastewater is 5.2% of the total in 2020 (it was 3.4% in
2019). The objective is to increase this share to 9% in 2024, and 15% in 2030.

The commitment to reduce internal water consumption and the consumption by customers

Reduction in consumption within the Group

In 2018, we began to plan actions aimed at saving, reusing and recovering water (the "water management
project"). The objective set in 2018 was to reduce by 10% in four years (compared to the 2017 final
balance) the consumption of water from the domestic and industrial water networks in the Group’s most
“water-hungry" business units served by Hera Spa in Emilia-Romagna, namely:

e the sewage and water purification service,

e district heating,

e the Imola cogeneration plant,

e company facilities,

e and Herambiente's waste treatment plants in Emilia-Romagna.

Starting from 2020, the scope of the project was extended to include further business units regardless of
their consumption incidence; the activities involved were those relating to vehicle management, the waste
collection service in Emilia-Romagna, and the water network service.

The target outlined in the latest business plan envisages a 17% reduction in the volume of water used for
the activities of the offices and plants by 2024 compared to the actual 2017 figure (project baseline with
perimeter updated to 2020) and a 25% reduction by 2030.

With respect to this target, in 2020 we reduced water consumption by about 12% compared to the 2017
baseline (about 1,352 thousand m3? in 2020, compared to 1,534 thousand m3? in 2017), attributable
primarily to the ongoing efforts to find areas of improvement in the use of water, optimise the systems,
and implement measures to reuse and recover the resource. The outcome was influenced by the earlier
than expected completion of some water saving actions initially planned for 2024.
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Water management project (2020)

R i |
Internal water consumption (thousand m3) 2017 educifl?ns related to 2020
specific measures
Sew?ge, purification, and water network 5717 828 488.9
service
Waste collection service 64.1 20.0 44.1
District heating 208.5 7.4 201.1
Imola cogeneration plant 272.5 6.1 266.5
Corporate offices 127.2 16.4 110.8
Waste treatment plants 277.1 50.6 227.5
Vehicle management 13.7 0 13.7
1,534.8 182.3 1,352.5
12% of 2017
consumption

The scope of consumption was aligned with that of the Group's water management project. The BU’s total
consumption is calculated on the basis of the billed consumption using the deviation between billed and read volumes
on the meters of the relevant sites as a driver for correction. The correction is applied to avoid that the mechanism of
estimated readings, which is applied in billing whenever meters are not read on time, leads to an over- or
underestimation of the real volumes used.

Therefore, for the coming years, we have scheduled projects, both structural (i.e. fields of operation
involving investments in plant modernisation) and non-structural (i.e. aimed at creating awareness of the
use of water resources). More in detail, the main actions of the plan are:

e measures to improve the main plants (waste-to-energy plants, purification plants, etc.) to allow
the recovery and reuse of process water which would otherwise be discharged into public sewage
or into the surface water body after purification treatment;

e technological modernisation to optimise the systems, thus reducing water consumption for the
replenishment of circuits;

e enhancement of the search for hidden leaks downstream of meters.

In 2020, the first treatment sections of purified wastewater for internal reuse in the Bologna and Imola
purification plants came into service, and will yield concrete results in terms of water savings from 2021.

The particular operating conditions that occurred in 2020, also related to the health emergency, have
certainly resulted in an "apparent" water saving scenario that will be put into context in the next three
years. It has shown a further reduction in water consumption of 13%, which is added to the
aforementioned actions to reduce water consumption that were completed early, generating an overall
reduction of 25%. The main contributing factor was the reduction in operating hours for various company
activities as a result of the health emergency (down 11%).

The Group’s water consumption not included in the scope of the water management project which includes
the consumption of Aliplast, HASI, the waste-to-energy plants of Trieste, Padua, and Pozzilli, and
AcegasApmAmga (for the purification plants and offices) amount to approximately 2.8 million m3,

The commitment to reduce the consumption of residential customers and businesses
[303-1]

When, in 2018, we started the “water management” project within the Hera Group, it became clear that
extending this project to external domestic and business customers was important, in the awareness that
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habits, choices, culture in the use of water resources evolve only if the company involves the territory and
people in its sustainable development.

Campaigns were therefore prepared and addressed to residential and business customers, to analyse and
help them reduce their consumption, so as to stimulate and increase virtuous and conscious behaviour in
the use of water resources also among our customers.

The Diario dei consumi (Consumption Diary) is the tool introduced in 2019 to support the reduction of
domestic consumption, similar to what has already been experimented in the energy field on the basis of
Thaler's behavioural theories. It is an experimental project, developed together with the “Department of
Management, Economics and Industrial Organisation” of the Politecnico di Milano, which analyses the
behavioural interactions of individuals, trying to enhance positive and virtuous behaviour. In 2020, the
service was extended to about 65,000 additional customers and now involves 145,427 residential
customers (about 20% of all residential customers).

There are synergies among different resources that make the consumption of one resource dependent on
that of the others. Some of these synergies are technological, e.g. in the case of household appliances that
consume both water and electricity (positive synergies); other interactions, on the other hand, have
behavioural roots, such as for example the desire of individuals to behave consistently in different contexts
(positive synergies) or in the presence of cognitive limitations that prevent individuals from paying
attention to all the resources consumed at the same time (negative synergies). If positive synergies prevail,
a decrease in the consumption of one resource causes a decrease in the consumption of other resources,
while the opposite occurs if negative synergies dominate.

A report is sent to them, via email, which analyses their consumption patterns in detail, comparing the
volumes of water used by the individual customer with that of similar customers and the change in the
customer's consumption over time. The report is also complete with tips to help customers choose some
good functional water-saving household practices. Activation of the Diario dei consumi (Consumption
Diary) will be gradual and over the next four years will involve all users who have provided their e-mail
address to Hera Group.

An important element to be considered in the assessment of consumption by residential customers is the
data on volumes of water sold for residential use, which in 2020 were 145,652,381 m3 in Emilia-Romagna.
------------- The figure is not comparable with that of previous years, due to a conversion of the intended use
categories to correctly apply the water tariff, which has led to substantial changes (among which the
exclusion of volumes previously considered to belong to the residential use category). In 2020, the average
annual per capita consumption increased by 4% compared to 2018 due to the health emergency.

On the other hand, the “water management portal” has been created, specifically for water-hungry
business customers, i.e. those with water consumption of more than 50,000 m3? per year. Once again in
2020, in line with the previous year, the portal involved 70 companies in the service area, and more than
7,000 of the drinking water supply points we operate. The portal is an interface that allows companies to
monitor, through trend analysis, how they use water, so as to evaluate process optimisation strategies.
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Sustainable management of water resources
Quality of drinking water

Water resources
[303-1]

The integrated water service makes the water available in nature suitable for human use and consumption
and returns it purified to the environment. Hera is present in the operation of the water service in 227
municipalities with a catchment area of over 3.6 million inhabitants. In this area, Hera Group deals with the
integrated management of all the phases necessary to make water usable and available for domestic and
industrial use and consumption: from withdrawal to drinking water purification and distribution to users,
from sewage system management to purification and returning water to the environment.

The management of the entire system of water collection, purification and distribution plants up to the end
customer is the so-called water network service. Hera Group’s water resources include underground
water, surface water and, to a lesser extent, springs. In Romagna, we purchase the water we distribute
wholesale from Romagna Acque — Societa delle Fonti.

The complexity of drinking water purification processes varies depending on the quality of the source
water: they range from advanced chemical and physical processes, usually used for surface water, to
simpler filtration and disinfection treatments for water coming from deep wells and springs that is already
of good quality when collected.

The treatments carried out ensure that the product we distribute has suitable chemical, physical and
microbiological features for human consumption, and is constantly compliant with the limits set by
applicable regulations.

Water withdrawn and fed into the network, by source [303-3]

Thousands of m3 2018 2019 2020
Groundwater 223,777 53.1% 221,221 52.9% 206,894 50.5%
Surface water 165,414 39.2% 162,784 38.9% 170,593 41.7%
Springs and minor 32,558 7.7% 34,150 8.2% 32,060 7.8%
sources
Total 421,749 100.0% 418,155 100.0% 409,547 100%

All sources specified in the table are fresh water (<1,000 mg/I total dissolved solids). All water withdrawals refer to
areas classified as having a "moderate" water stress risk (values between 2.6 and 3.4, WWF Water Risk Filter, Overall
Risk Layer)

The data shows that the total volume of water fed into the network decreased slightly compared to 2019 (-
2.1%). The composition of the sources shows a slight variation characterised by greater withdrawals of
surface water and resulting reduction of groundwater withdrawals especially in the Hera Spa areas. From a
geographical point of view, the share of groundwater is lowest in the Marche Multiservizi area (16%), while
it is predominant in the Triveneto area (89%).

Hera Group’s distribution network covers 35,080 kilometres and, where possible, is interconnected and
linked to ensure supply continuity even in the event of temporary interruptions of one or more pipelines.
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Composition of the water network

% 2018 2019 2020
Plastic 53.7% 54.3% 54.5%
Asbestos-cement 20.5% 20.3% 20.2%
Steel 16.6% 16.1% 15.9%
Castiron 8.5% 8.6% 8.7%
Other materials 0.7% 0.7% 0.7%
Total 100% 100% 100%

The amount of asbestos-cement in the water network is continuing to decrease, and in 2020 accounted for
20.2% at the Group level. The slight decrease is due to use of materials other than asbestos-cement in new
networks or in those subject to extraordinary maintenance. Over the last three years the Group has
replaced approximately 93.4 kilometres of asbestos-cement network. At territorial level, the asbestos
cement network is most present in the areas of Ferrara, Padua and Ravenna.

Drinking water controls
[416-1] [416-2]

In 2020, to ensure the quality control of the water supplied, the Group’s laboratories in Emilia-Romagna,
Triveneto and Marche performed 636,562 analyses on drinking water, including all the analyses performed
for the water network as a whole (tanks, networks, wells, plants, etc.). Of these, 76% were carried out on
samples collected in the distribution networks. Substantial stability continues in the relationship between
the analyses carried out on the distribution network and those carried out on the plants, aimed at
effectively preventing non-conformities.

On 16 December 2020, the new EU Directive 2020/2184 on the quality of water intended for human
consumption was published. Within two years of its entry into force, Member States must make the
necessary amendments to comply with the new directive. Therefore, quality checks on the water used to
produce water for drinking and for human consumption are governed by Italian Legislative Decrees Nos.
152/2006 and 31/2001 as amended, respectively (transposing EU Directive EU 98/83/EC).

The checks are carried out by the water service operator and the local health authorities at the source
sampling points, at the water purification and accumulation plants, and along the supply and distribution
networks.

Hera has consolidated a Group Control Plan which describes the sampling points and the analysis methods
used (parameters and frequencies of the analyses). The Control Plan is developed on the basis of a
procedure that focuses on the water’s chemical, physical and bacteriological characteristics, so as to fully
comply with legal requirements and ensure a top-quality product.

Water quality also means monitoring the effectiveness of the treatment processes. For example, the water
is checked for chlorites and trihalomethanes, which come from, respectively, the use of chlorine dioxide
and sodium hypochlorite as disinfectants. The concentration of chlorites and trihalomethanes in the
distribution network is kept under constant control in line with the regulatory limits.

Since 2008, the average data recorded for the pH, total hardness, dry solids at 180 °C, chloride, fluoride,
sodium, nitrate, nitrite, and ammonium has been published on the Group’s website, listed by individual
municipality, and updated every six months. Since 2012, this set of parameters has been extended to
include four others: calcium, magnesium, sulphates, and total alkalinity. These 13 parameters are
considered to be representative of the quality of the drinking water distributed and can be used to draw
comparisons with the quality of bottled water on the market.
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Starting from the second half of 2014, the set of parameters was further expanded with 6 additional
parameters as required by AEEGSI: conductivity, potassium, arsenic, bicarbonate, residual chlorine and
manganese. As such, 19 parameters are published, one more than the number determined by the
regulatory authority.

[417-1]

Since 2012, the tap water label has been present in Hera’s bills as well as on its website. Customers can
find the data on the quality of the water distributed by Hera in their municipality (updated every six
months), directly on their bill. The report concerns 162 municipalities in Emilia-Romagna where Hera
manages the water distribution service and includes the values of 19 water quality parameters, compared
with the regulatory limits (alkalinity from bicarbonates, total alkalinity, ammonium, arsenic, calcium, free
chlorine, chloride, conductivity, pH, hardness, fluoride, magnesium, manganese, nitrate, nitrite, potassium,
dry residue at 180 °C, sodium, and sulphate). Also for the served municipalities of Padua, Trieste and Pesaro
Urbino, constantly updated water quality data are available on the AcegasApsAmga and Marche
Multiservizi websites.

Since January 2009, all drinking water production plants in Romagna have been operated by Romagna
Acque - Societa delle Fonti, the company set up for this purpose by the local regional administrations of
Romagna. As a result, the water distributed in the Forli-Cesena, Ravenna and Rimini areas is in large part
purchased wholesale from that company, and Hera’s involvement in quality is limited to operating the
networks and the supplementary disinfection stations along the distribution networks.

The assessments of the quality of drinking water distributed, as compared to the quality of bottled water,
are made on the basis of the analytical parameters which are commonly tested at the representative
sampling points of the water networks: pH, hardness, dry residue at 180°C, sodium, fluorides, nitrates, and
chlorides. The parameters chosen are largely indicative of the saline components the drinking water should
have.

Once again in 2020, the average values for Hera’s water are comparable with those of commercial bottled
waters and no exemptions were granted from compliance with the limits set by Italian Legislative Decree
No. 31/2001.

Quality comparison between water distributed by Hera and bottled waters on the market (2020)

Bottled Tap
waters water Forli- Pesaro-
. limits Bologna Ferrara Modena Padua . Ravenna Rimini Trieste
(min- Cesena Urbino
max) Leg. Dec.
31/2001
pH 5881 | 6595 7.4 7.5 7.6 7.4 7.7 7.8 7.7 7.5 7.8
?‘?;dness 1-88 50* 28 21 21 34 24 27 20 24 19
Dry
i‘;'(')dfcat 22987 | 1,500* 401 349 329 535 302 389 360 370 236
(mg/1)
sodium 0.3-64 200 23 21 13 56 4 23 24 2 8
(mg/1)
(Fr':;’/rl')des 0.03-1 15 <0.10 <0.10 <0.10 <0.10 <0.10 0.2 <0.10 <010 | <0.10
Nitrates 1-9 50 6 6 5 16 14 4 4 5 7
(mg/1)
Chlorides 0-74 250 32 32 17 89 8 29 33 21 14
(mg/1)

* Recommended value.
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Comparison carried out with the data provided on the labels of 17 widely available bottled waters. The data on
drinking water express the averages of the analyses carried out according to the frequency and withdrawal points on
the distribution network outlined in the control and monitoring plan for the water cycle.

If even a single parameter is not compliant with regulatory limits, Hera takes immediate action to restore
compliance of the water (by washing pipes, checking disinfection, etc.), also based on the instructions of
the local health authorities. For hygiene, health, and public safety reasons, municipalities may issue orders
declaring that the water is not fit for drinking for specific periods. In these cases, it may be prohibited to
use water for cooking and drinking, or particular precautions will need to be adopted (e.g., boiling in case of
microbiological non-compliance), while in general, the water can continue to be used for all other
purposes.

During 2020, 26 non-drinking water orders were issued for the Marche region, involving about 5,000
citizens for 3 days. The reported orders affected almost exclusively small municipalities. In almost all cases,
the orders are related to problems at disinfection plants in small water networks where, due to low flow
rates and location in remote areas, control and regulation are generally more difficult. Half of the citizens
involved are linked to two orders issued by the Municipality of Mercatello sul Metauro (PU) for problems
related to the sudden deterioration of the quality of water supply sources due to weather events. In the
area managed by Hera Spa in Emilia-Romagna and in the area managed by AcegasApsAmga, there were no
drinking water non-potability orders.

As to the presence of asbestos cement pipes in the water network, note that asbestos was used in
construction and other industrial sectors until the late ‘80s, and was definitively prohibited in 1992. While it
has been recognised that the inhalation of asbestos fibres causes serious respiratory illnesses, there is no
evidence of toxicity linked to the ingestion of asbestos. In fact, current regulations on the quality of water
for human consumption (ltalian Legislative Decree No. 31/2001) do not set limits for the presence of
asbestos fibres. In particular, Ministerial Decree of 14 May 1996, Annex 3, references a WHO (World Health
Organisation) document which states that “There is, therefore, no consistent, convincing evidence that
ingested asbestos is hazardous to health”. The WHO reiterated this stance in 2011, in the fourth edition of
its Guidelines for Drinking-Water Quality. European and Italian legislation is aligned with the position of the
WHO and does not set limits for the presence of asbestos in water destined for human consumption. In
2015, the Italian National Health Institute (Istituto Superiore di Sanita) reiterated these positions once
again in one of its statements in which, among other things, it states that: “On the basis of our current
knowledge and the conclusions of the international institutions of reference, the water situation must not
be regarded as an imminent risk for public health either in terms of eventual fibres ingested or as regards
concentrations potentially transferred from the water media to the air media”. In the same report, the
Italian National Health Institute specifies, as the only reference limit, (not a parameter value) the one
defined by the US EPA (US Environmental Protection Agency) as 7 million fibres/litre for fibres longer than
10 pm.

In terms of monitoring, Hera carries out regular checks to determine if asbestos fibre is present in the
water it distributes and the level of maintenance of the pipes. Every year since 2003, Hera Spa has
prepared and applied a specific Asbestos Control Plan, which outlines the details of the sampling points
that are most representative for the presence of asbestos cement, the frequencies and the analytical
parameters to analyse. In Emilia Romagna, over 234 inspections were carried out during 2020 and they
confirm that almost all of the samples (97%) contain no asbestos fibres. In no case has the EPA limit of 7
million F/L been exceeded and even the highest value found in 2020 was 2 orders of magnitude lower than
this limit. The water distributed by Hera has aggressiveness levels in most cases above 12, meaning it tends
to not be aggressive with respect to the cement base. In 2020 in the Triveneto region, all the checks carried
out showed that the asbestos fibre levels were significantly below the EPA limit. Marche Multiservizi
planned to perform the initial checks on the possible presence of asbestos fibres in the distributed water in
2021.
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For further details on the quality of the tap water distributed by Hera, see the “In Buone Acque” (In Good
Waters) report, a publication entirely dedicated to the quality of tap water that Hera has been publishing
annually since 2009 with the collaboration of local health authorities and Romagna Acque.

Management of water-related impacts

As required by its environmental management system (ISO 14001:2015), Hera Group has identified the
environmental aspects related to the activities, services, and plants it operates, and their potential
environmental impacts; this led to an assessment of the relevance of the environmental aspects and risks
related to each of them.

The "environmental analysis" process was conducted at Hera consistently and according to the shared
methodology identified in the "ldentification and Evaluation of Environmental Aspects and Related
Risks/Opportunities". Certain plants/services, representative of clusters with uniform characteristics, were
examined for each process. In particular, the assessment of the environmental impact of the use of water
resources takes into account the type of water supply and the amount of water consumed/drawn in
relation to the output produced. The assessments showed that this is the aspect typically to be kept under
control in some plants of the water cycle.

In parallel, ISO 14001 requires the organisation to set up its environmental management system using “Risk
Based Thinking”. Within the Hera Group, risk assessment is carried out by adopting the Enterprise Risk
Management approach, which identifies risk scenarios that may impact the Group, and the related financial
and reputational consequences. The combination of the likelihood of occurrence and impact determines
the severity of the risk scenarios of individual environmental aspects of representative plants/services. In
this context, the reputational factor was considered particularly important. Given the supply system and
the type of plant, the environmental risk scenarios (i.e. the risk of aggravating the impacts on the
environment itself) related to the methods of use of the water resource were of low severity.

The new technical quality of the water service

Arera introduced the Integrated Water Service Technical Quality Regulation in its Resolution 917/2017. The
resolution requires monitoring:

o Three specific indicators concerning interruptions of water network services; exceeding the
corresponding standard values triggers automatic compensation payments to users;

e six macro-indicators to which an incentive/penalty system is associated, three of which relate to
the water network service, one to the sewage service, and two to the purification service.

The bonus/penalty system became operational in 2020. For access to this system, Resolution 917 requires
certain prerequisites: a drinking water quality control system, no urban areas subject to European
infringement procedures, and minimum quality levels of process and metering user data. The existence of
all the prerequisites has been recognised for all Hera Spa operations.

During 2020, we continued to pursue the gradual improvement objectives we set in 2018 and on which we
made progress in 2019. Specifically, in terms of specific investments and management actions, our
operational actions focused on countering physical and administrative water leaks by implementing a
programme to renovate user meters, improving drinking water and wastewater quality parameters, and
certain aspects of our sewage network management.

Application of the new Water Safety Plan

On 23 December 2020, Directive (EU) 2020/2184 of the European Parliament and of the Council repealing
the previous Directive 98/83/EC on the quality of water intended for human consumption was published in
the Official Journal of the European Union. The publication of Commission Directive (EU) 2015/1787 had
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already amended the latter’s Annexes Il and Il which laid down the minimum requirements of monitoring
programmes for water intended for human consumption and the methods of analysis of the various
parameters, and introduced the methodology for Water Safety Plans (WSPs) for implementing control and
prevention measures to ensure the best quality of drinking water.

It was a substantial change of approach for protecting human health in terms of drinking water, as it
marked the transition from a monitoring regime based on the retrospective control to a preventive risk
assessment. The risk-based approach involves the control of emerging contaminants, currently not subject
to systematic monitoring, and the verification of the degree of vulnerability of drinking water systems with
respect to direct and indirect impacts induced by climate change.

Italy had transposed this directive with the Decree of the Ministry of Health of 14 June 2017.

Hera has structured prevention and control plans that guarantee good drinking water to its customers, in
compliance with regulatory requirements, with constant surveillance carried out through the planning of
targeted checks on the entire water production chain. In this regard, the analytical control plan of the
integrated water service is drawn up annually, substantially in accordance with the risk assessment criteria
contained in Directive 2015/1787.

In light of the new European directive, member states will have 2 years to transpose it (by 2022) and by
2029, they will have to carry out the initial risk assessment and management, and achieve full regulatory
compliance of the WSPs.

The updating of the quality standards of drinking water, both from a chemical and microbiological point of
view, the introduction of new thresholds for some emerging contaminants and the definition of the
requirements for assessing the suitability of materials intended for contact with water drinking will be
elements that must be included in the definition of WSP.

In 2019, for the implementation and construction of the new WSPs, Hera completed its plans for two water
supply zones in the province of Ravenna: Casola Valsenio and Massa Lombarda. The plans are in addition to
those of four water supply zones for two water networks in the province of Bologna: San Giovanni in
Persiceto, Imola’s industrial water network, Imola, and Dozza.

Coverage of Water Safety Plans

number 2018 2019 2020

End users served (including indirect users) under a
water safety management plan (sent to ISS — Italian 92,423 251,086 273,907
National Health Institute)

End users served by the operator for the water network

. 2,144,398 2,145,266 2,145,266
service
% of users served in areas with a Water Safety Plan out 4.3% 11.7% 12.8%
of the total number of users served by waterworks =0 e e
Number of municipalities with a Water Safety Plan 8 10 23

At the end of 2020, 23 municipalities we serve had prepared a Water Safety Plan and sent it to the Istituto
Superiore di Sanita for a water network in their municipality. Residents of these municipalities account for
12.8% of the total in municipalities in which Hera Group provides the water network service.

In 2020, the WSPs for 11 water supply zones in the provinces of Modena, Ferrara, Bologna, and Ravenna
were agreed with the Istituto Superiore di Sanita and have already been submitted to the Istituto Superiore
di Sanita and the Ministry of Health for completion of the approval process. Risk analysis has been
completed for two other supply zones in the Modena area and for the Pontelagoscuro supply zone serving
Ferrara, and we expect to submit it to authorities in early 2021. During the year, a risk analysis was
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prepared for the first WSPs, jointly with Romagna Acque Societa delle Fonti, in the municipalities of
Modigliana and Tredozio, and it is currently being discussed with stakeholders.

In terms of priorities, we expect to gradually implement the plans for the most densely populated supply
areas. In 2021, WSPs will also be launched for the supply areas served by the Setta plant in the Bologna
area and the Ridracoli dam, once again in partnership with Romagna Acque Societa delle Fonti.

Wastewater purification quality

In 2020, the Hera Group operated the sewage and water purification service in 227 municipalities, 47 of
which as Marche Multiservizi and 16 of which as AcegasApsAmga while the coverage of the sewage service
for all urban areas is equal to 87.6% of the area's requirements (population equivalents).

In 2020, the purification service covered 86.4% of the population equivalents in the Group’s service areas.

In 2020, Hera Group purified a total of over 360 million m3 of wastewater, in line with the 2019 data (383
million m3). It should be noted that this figure is influenced by the amount of rainfall since the sewer
network (18,793 km) is predominantly a mixed-type network (57% of the total).

Compliance of the purified water’s quality with the regulatory limits (optimal values <100%)

1007% Regulatory limit = 100%
80%

60%

48,7%
6.3% 46,8%

40% 33,29 342% 345%

20% -

0% -

Emilia Romagna Area Triveneto Area Marche Area Group (weighted average)

m2018 m2019 2020

The indicator concerns the plants that serve over ten thousand population equivalents (the volumes treated in these
plants are 93% of the total wastewater treated) and expresses the ratio between the measured concentration of
BOD5, COD, TSS, ammoniacal nitrogen, phosphorus and total nitrogen, and the corresponding maximum
concentrations allowed by Italian Legislative Decree No. 152/2006.

The efficiency in removing pollutants to comply with the regulatory limits, as expressed by the indicator in
the chart, is related to the purification capacity of the plant and the technologies used. Low indicator values
mean higher purified water quality. At the Group level, this indicator averages 35.6% of regulatory limits,
taking into account BOD5, COD, TSS, ammoniacal nitrogen, phosphorus and total nitrogen, and 26.6%
excluding phosphorus and total nitrogen. The trend in the indicator of the removal efficiency of the main
pollutants is in line with 2019. It should be noted that we have completed several major upgrade projects
initiated in previous years. In particular, concerning the Triveneto area, in the first few months of 2018 the
new biological section of the Servola purification plant in Trieste was started up, and went into operation in
June 2018.
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[303-2]

The water leaving the purification plants must comply with the applicable regulation, Italian Legislative
Decree No. 152/06 as amended, and with the permit requirements. For discharges of municipal wastewater
into urban areas of more than 2,000 population equivalents, required to comply with the tables in Annex 5
of Italian Legislative Decree No. 152/06, a Protocol on proper performance of control measures has been
drawn up with ARPAE/ARPAT, aimed at scheduling the number of annual controls on the discharge, to
assess its compliance, while for discharges in smaller urban areas (less than 2,000 population equivalents)
the limits of acceptability and the appropriate treatment are set by the Regions. Group procedures are
applied to manage and schedule the controls, to handle anomalies and non-conformities with the rules and
regulations on the integrated water service, at EU, Italian, regional, and provincial level, in the individual
provinces and municipalities of Hera Group’s service area.

The following table shows the main enhancement and upgrade measures of purification plants completed
during the year and in progress.

Main purification plant expansion/improvement measures

Revamping of Ravenna Increased plant efficiency
Ravenna 240,000 Completed water purification (revamping of old water line’s
plant water line air circulation system)
Ongoing
Savignano sul (completion Upgrade of . . . -
Rubicone 139,000 scheduled in purification plant Compliance with nitrogen limit
2023)
(cc())r:gpcl);:igon Revamping of Improved management of
Ferrara 120,000 scheduled in anaerobic digester and  purification slque .(reclamation
2023) treatment plant of anaerobic digesters)
Ca’ Nordio (PD) 197,000 Ocr;gr:;)r;gt(etc(j) il:]e Plant upgrade Increase of the nominal power
measure of the system to 230,000 p.e.
2022)
Improvement of purification
Ongoing (to be Measure to achieve efficiency and of compliance
Borgheria (PU) 116,500 completed in plant’s regulatory with applicable regulations. EC
2021) compliance Infringement Resolution
2009/2034 and 2014/2059
Ongoing
(completion Upgrade of . . . -
Massa Lombarda 80,000 . e Compliance with nitrogen limit
scheduled in purification plant
2021)
Reclamation of Improved management of
Imola-Santerno 75,000 Completed Santerno purification  purification sludge (reclamation
plant digesters of anaerobic digesters)
Ongoing
. . (completion Upgrade of . . . .
Lido di Classe 30,000 . e Compliance with nitrogen limit
scheduled in purification plant
2024)
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Construction in
progress (to be

Plant upgrade

More effective treatment to
ensure greater compliance with

drainage

Montecchio (PU) 30,000 . applicable regulations. EC
completed in measure . .
2021) Infringement Resolution
2014/2059
F°Tmer sugar Ongomg I Compliance with nitrogen limit,
refinery — San (completion purification plant L
. .. 16,000 . also in view of future
Giovanni in scheduled in recovery expansions
Persiceto 2023) P
i I ffici f th
Ongomg Revamping the Sasso ncreased efficiency of t .e.
. (completion L plant, to be capable of receiving
Sasso Marconi 12,000 . Marconi purification . .
scheduled in lant new drainage from housing
2021) P developments
. Greater plant efficiency
Ongoing . . . . . .
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Percentage of analyses on outgoing purification plant water compliant with regulations

% 2018 2019 2020
Plants with over 10,000 population equivalents 99.7% 99.5% 99.5%
Plants with less than 10,000 population equivalents 99.8% 99.9% 99.7%
Weighted average 99.7% 99.6% 99.6%

Considering the 10,186 analyses carried out in 2020 in the 226 purification plants we operate, in 99.6% of
the cases the results were compliant with the regulatory limits. The final values for this indicator in 2020
show a very satisfactory situation, with excellent percentages of compliant controls compared to the total
monitoring. The only cases that exceeded the authorised limits were in relation to purely incidental
situations, largely compatible with the variability of the incoming quantities, the operating conditions and
the structural condition of the plants.

Wastewater purification quality can also be identified by monitoring the upgrade trends of urban areas,
defined as areas in which population and production activities are concentrated to the extent that it is
technically and economically acceptable to build an independent sewage purification system. As
established by Directive 91/271/EEC, Legislative Decree 152/2006 and the Water Protection Plan of Emilia-
Romagna, to declare an urban area compliant, the following two conditions must be met:

e atleast 95% wastewater collection;
e the capacity of the treatment plants must be greater than the population equivalent of the urban
area itself with secondary or tertiary treatment (where necessary).

Compliance of the sewage-water purification system, urban areas

2019 2020 2021
Urban areas compliant for purification >2,000 p.e. (qty) 129 130 135
X S tion > e (9 X
Urb‘.a\n areas compliant for purification >2,000 p.e. (% population 97.3% 97.6% 100%
equivalents)
Urban areas compliant for purification <2,000 p.e. (qty) 171 174 247
X o o X
Urbfm areas compliant for purification <2,000 p.e. (% population 72.8% 78.5% 98.9%
equivalents)
Urban areas compliant for purification total (qty) 300 304 382
Totafl urban areas compliant for purification total (% population 96.5% 97.6% 99.9%
equivalents)

The urban areas <2,000 p.e. are in the Emilia-Romagna Region, for which they are all between 200 and 2,000 p.e., and
in the Friuli-Venezia Giulia Region. There are no urban areas <2,000 p.e. in the areas served by the Group in the
province of Padua, and the Marche Region has not yet issued provisions regarding urban areas <2,000 p.e.

At the Group level, at the end of 2020, 130 of 135 urban areas with more than 2,000 population
equivalents (p.e.) have been upgraded to comply with Italian Legislative Decree No. 152/2006.

Under Regional Authority Decision 569/2019, the Regional Government of Emilia-Romagna has updated
the population equivalent numbers and the perimeters of the urban areas, which have therefore changed,
in the Group’s service area from a total of 137 urban areas to a total of 135. Compliant urban areas amount
to 97.3% of the total population equivalents and all urban areas with more than 2000 p.e. are compliant. In
2017, in fact, the Ministry for the Environment formally informed the Regional Government of Emilia-
Romagna that it had withdrawn infringement procedure 2014/2059, which therefore ended reinstating the
compliance of the region's 206 urban areas with >2,000 p.e., of which 101 (at the time 102) are served by
Hera. In 2016, all of those urban areas had achieved the quality objectives set out in the Water Protection
Plan of the Regional Government of Emilia-Romagna, in terms of extension of the networks and the
presence of treatment plants. In the Triveneto region, 100% of the urban areas served in the area have
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compliant treatment. In the Marche region, in the area served by the Group, six urban areas have been
declared non-compliant and infringement procedures 2014/2059 and 2009/2034 have been initiated. In
2020, the measures to achieve compliance of the Urbino urban area > 10,000 p.e., resolving infringement
2009/2034 C, were completed. Measures have already been planned to make each urban area compliant
with the requirements of EU and Italian legislation by 2023, as established by Marche Regional Authority’s
new plan, approved in December 2020. By 2023, therefore, all urban areas with a population equivalent
greater than 2000 in the service areas of Hera will have achieved compliance.

In addition to the above, the Emilia-Romagna Regional Government, in its resolution 201/2016 on the
adaptation of urban wastewater discharges, ruled to implement some additional measures in urban areas
with more than 10,000 p.e. These are structural adjustments relating, for example to the upgrade of
undersized network floodways or more thorough nitrogen abatement. Although these situations do not
undermine the compliance of those urban areas to Legislative Decree 152/2006, they may locally
jeopardise the achievement of quality objectives for water bodies. Therefore, the Regional Government of
Emilia-Romagna, together with the integrated water service operators, have defined timescales and
compliance criteria in the aforementioned resolution. Seven measures have already been completed (the
purification plants of Riccione in 2017, of Cattolica in 2018, those of of Castel San Pietro and of Lugo in
2019, and those of Budrio, Medicina, and Alfonsine in 2020). A further 5 measures are planned by end 2021
(San Giovanni in Persiceto, Savignano sul Rubicone, Lido di Classe-Lido di Savio, Massa Lombarda and
Cattolica-Misano urban areas for the Misano purification plant measure alone) out of a total of 12 nitrogen
upgrading measures in 11 urban areas. In addition to these, 8 measures are planned by 2024 and 16 by
2030. It should be borne in mind that a total of 25 urban areas are affected by the 36 improvement
measures, some of which involve more than one intervention in different years.

As to urban areas under 2,000 p.e., (between 200 and 2,000 for Emilia-Romagna), where there are still
critical issues for subjecting the final effluents to appropriate treatment, Regional Government of Emilia-
Romagna identified and set the timeframe for achieving compliance in its Resolutions 201/2016 and
569/2019 as: 31/12/2018 to prepare the detailed plan; 31/12/2021 to implement the measure. In 2020, 3
urban areas were made compliant, one in the province of Ferrara, one in the province of Rimini, and one in
the province of Ravenna, for a total of 2697 population equivalents. Compliance is to be achieved by end
2021 in 73 urban areas in Emilia-Romagna for a total of about 37,287 thousand population equivalents. In
the Triveneto service area there are 37 urban areas of less than 2,000 p.e., of which 34 were already
compliant with regulations in 2018, one complied in 2019 (Longera, with 309 population equivalents) and
two will be upgraded in coming years.

Considering Emilia-Romagna and Triveneto, there are 249 urban areas with less than 2,000 p.e. of which
174 are compliant at end 2020, equal to 74.5% of the population equivalents. By 2021, 247 urban areas out
of 249 (99.2%) with less than 2,000 p.e. will achieve compliance. Concerning urban areas of less than 2,000
p.e. in Marche, the Regional Government has not yet issued provisions in this regard.

Constructed wetlands

Constructed wetlands are a natural process used to treat polluted water based on the capability of soil and
vegetation to remove pollutants. They are designed as a system of biological ponds and of planted
macrophyte vegetation. The purification process is completely environmentally friendly and does not
involve the use of chemicals. The wastewater arriving at the plant flows into a bed of gravel and aquatic
plants: here microorganisms come into play to eliminate the pollutants present. The action of the plants is
fundamental because the micro-organisms necessary for the entire system develop in their roots; they
absorb the oxygen produced by the plant species and trigger the processes necessary for purification of the
wastewater.

130



This kind of treatment also contributes to the reclamation of borderline areas, creating natural
environments and landscapes that are pleasing to the eye, and often chosen as refuges for various species
of birds, amphibians and reptiles.

Hera Spa operates eighteen small or medium-capacity constructed wetlands, located in the provinces of
Bologna, Florence, Forli-Cesena, Rimini and Ravenna: some are secondary biological treatment plants
downstream of primary sedimentation while others are tertiary treatments used for final refinement of the
wastewater before its final discharge. Marche Multiservizi operates five constructed wetlands plants with a
potential of between 80 and 180 population equivalents.

131



Protection of air, land, and biodiversity

Atmospheric emissions from waste-to-energy plants

All of Hera Group’s waste-to-energy plants are equipped with flue gas purification systems and process
and emission control systems, designed and built so as to attain:

e high flue gas purification performance in all process conditions;

e high operational versatility;

e high reliability of emission control systems.

To pursue these objectives, the plant engineering standards adopted in the Group's plants are
characterised by:

e a double reaction and filtration system to lower the concentrations of particulate, hydrochloric
acid, hydrofluoric acid, sulphur dioxide, heavy metals, dioxins and furans, and polycyclic aromatic
hydrocarbons (except for the Pozzilli plant, equipped with a single reaction and filtration system);

e a double reaction system (non-catalytic and catalytic) to reduce nitrogen oxide concentrations
(except for the Pozzilli plant, equipped with a single, non-catalytic reaction system);

e a double flue gas monitoring system for process control (except for the plants in Padua, Pozzilli
and Trieste, equipped with a single system). The two systems measure the concentrations of the
main pollutants from the furnace and downstream of the first reaction and filtration phase. On that
basis it adjusts the volume of reactants required to achieve purification levels that are compliant
with statutory emission thresholds and which are, on average, 80-90% below such thresholds;

e a continuous double monitoring system for stack emissions: one as a backup for the other to
ensure the continuity of the analysis of the concentrations in the atmospheric emissions.

The possibility of using double purification and monitoring systems in series (or in parallel for stack
monitoring) enables us to successfully pursue the objectives described above.

In addition to the aforementioned activities, to monitor emissions and environmental impact, we carry out
the following operations annually:

e specific chimney inspections, carried out by certified inspectors at intervals set by the integrated
environmental authorisation, for the parameters which cannot be continuously monitored;

e checks on soil fallout of pollutants: we carry out external monitoring programmes jointly with
University and research agencies to analyse the fallout on soil, ground and vegetation, etc., to
ensure that the emissions are not only within the regulatory limits, but also have no significant
impact on the surrounding environment.

The plant renovation process has significantly improved the abatement percentages of polluting emissions:
e inJanuary 2008, two new lines of the Ferrara waste-to-energy plant became fully operational;
e the new Forli plant became fully operational at the beginning of 2009;
e in April 2010, the new line 4 of the Modena waste-to-energy plant became operational;
e in October 2010, the new line 4 of the Rimini waste-to-energy plant became operational.

The 2021-2024 plan includes the modernisation of the Padua and Trieste waste-to-energy plants, which will
equip the two plants with better and more innovative flue gas treatment systems to further reduce their
environmental impact.

This paragraph also contains data on the Faenza biomass plant (operated by Enomondo, 50% owned by
Herambiente and not consolidated using the line-by-line method), which is equipped with a double
reaction system (catalytic and non-catalytic) to reduce the concentration of nitrogen oxides.
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Legislative Decree. 133/2005 requires continuous monitoring of stack emissions for seven parameters:
particulates, hydrochloric acid, nitric oxides, sulphur oxides, carbon monoxide, hydrofluoric acid, and total
organic carbon. Mercury is also continuously monitored at the Ferrara, Forli, Modena, and Rimini plants.

Atmospheric emissions from waste-to-energy plants, continuously monitored parameters [305-7]

t 2018 2019 2020
Particulates 6.2 4.6 4.8
Hydrochloric acid 16.7 18.5 20.3
Nitrogen Oxides 689.9 701.7 718.6
Sulphur oxides 13.1 18.4 19.9
Carbon monoxide 82.2 80.3 81.1
Hydrofluoric acid 0.6 0.6 0.6
Total Organic Carbon 9.7 9.9 9.8
Waste treated in the plants (thousands of t) 1,407 1,360 1,371
Net electricity generated (MWh) 754,043 864,698 894,813
Thermal energy produced (MWh) 245,493 243,248 259,995

The data are calculated using continuous measurement systems which are subject to the approval of the supervisory
bodies at the time the plant is granted a permit to operate. The procedures used by individual plants to collect and
calculate the volume of substances released are not completely standardised. Including the Enomondo waste-to-
energy plant.

The analysis of mass flows shows a slight increase in the last two years for almost all emissions from waste-
to-energy plants, also due to the increase in waste treated (+0.8%); the percentages of increase range from
+1% for carbon monoxide to +10% for hydrochloric acid. Total organic carbon emissions fell slightly and
hydrofluoric acid emissions were stable. However, these deviations are small and depend on the
composition of the waste treated as well as on the quantities of waste.

Concerning pollutants that are not continuously monitored (total metals, polycyclic aromatic
hydrocarbons, dioxins and furans, cadmium and thallium, and mercury), the results of the analyses carried
out during the year enable us to estimate the total emissions: 128 kg of metals were emitted in 2020 (152
in 2019), 0.59 kg of polycyclic aromatic hydrocarbons (0.72 in 2019), and 10.9 mg of dioxins (17.4 in 2019).

The results of the emissions measurements at Hera Group’s waste-to-energy plants confirm again in 2020
that, since they are equipped with the best technologies available and run in the most efficient manner
possible, these plants emit levels of particulate, sulphur oxides, metals, polycyclic aromatic hydrocarbons,
and dioxins and furans that are far below the regulatory emission limits.
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Compliance of atmospheric emissions of waste-to-energy plants with regulatory limits pursuant to Italian
Legislative Decree No. 133/2005 - (optimal values <100%), 2020
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Including the Enomondo waste-to-energy plant.

For all monitored continuously pollutants, average stack concentrations were at least 59% (for nitrogen
oxides) and up to 97% (for sulphur oxides) below the limits. At plants equipped with the dual reaction
sulphur oxide reduction system (Bologna, Ferrara, Forli, Modena, and Rimini), the concentrations were also
well below the limits set by local authorities, which are much more stringent than Italian regulations.
Even for parameters that are not continuously monitored, all values are well below regulatory limits by at
least 96.7% (total metals), and up to 99.3% (polycyclic aromatic hydrocarbons).

Compliance of atmospheric emissions of waste-to-energy plants with regulatory limits pursuant to Italian
Legislative Decree No. 133/2005 — continuously monitored parameters (optimal values <100%), weighted average
of the volumes of waste treated in the plants operated
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Including the Enomondo waste-to-energy plant.
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Taking into account all the continuously monitored pollutants, in 2020 the concentrations of atmospheric
emissions from waste-to-energy plants were on average 86.2% below the limit (13.8% of regulatory limits),
whereas in 2003 this percentage was 59%.

Compliance of atmospheric emissions of waste-to-energy plants with regulatory limits pursuant to Italian
Legislative Decree No. 133/2005 — continuously monitored parameters (optimal values <100%), detail by plant
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The same indicator was calculated for the six plants with authorised limits that are more stringent than
Italian regulations for 2019 (for the eight continuously-monitored parameters, on average the
authorisations are at 73% of the limits let by Italian Legislative Decree No. 133/2005). The data are shown
in the following table.

Waste-to-energy plant atmospheric emissions compared to authorised limits — continuously monitored parameters
(optimal values <100%)

% 2018 2019 2020
Bologna (FEA) waste-to-energy plant 26.7% 25.7% 24.9%
Ferrara waste-to-energy plant 10.8% 8.5% 9.4%
Forli waste-to-energy plant 23.8% 24.2% 24.0%
Modena waste-to-energy plant 17.7% 17.2% 18.6%
Ravenna waste-to-energy plant (special waste) 13.4% 11.1% 12.4%
Faenza (Enomondo) waste-to-energy plant 20.3% 19.4% 23.3%
Average compared to regulatory limits 18.8% 17.7% 18.8%

The integrated environmental authorisations for the plants in Ferrara, Forli, Modena, and Faenza also require
continuous mercury monitoring.

The results are excellent again in this case: the concentrations are, on average, about 81.2% below the
most restrictive limits. Note that since the limits set by the individual authorisations depend on the specific
plant, they are not comparable.
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Transparency of waste-to-energy plant emissions

Since 2008, the Group's website has provided the previous day's average values and “half-hourly averages”
of the Group’s waste-to-energy plants (every half hour the online data are updated with the average value
of the past 30 minutes). The data are automatically transmitted by the measurement systems, operational
24/7 at all the Group’s plants, located in the provinces of Bologna, Ferrara, Forli-Cesena, Modena, Ravenna,
Rimini, and Isernia.

As a further guarantee of transparency, Hera commits to:
e daily or weekly reporting of the half-hour and daily averages to the control agency (ARPA);
e yearly reporting on the plant’s operations, by 30 April every year, to the competent authority;
e if the plant is EMAS registered, the control results are published upon formalisation of the
“Environmental Declaration”;
e publishing annual data, compared to regulatory limits and limits in the permits, in the Group’s
sustainability report.

Since 2015, the Group’s website also provides the data of the Padua and Trieste plants, in the same format
(half-hour average updated in real-time).

Lastly, from 2018 on, average annual data on periodic self-checks on metals and organic micro-pollutants
has also been available for all plants.

Studies on the environmental impacts of waste-to-energy plants

For many years, the waste-to-energy business has been the subject of several studies and monitoring
projects, as well as of major technical improvements also related to the introduction of increasingly
stringent plant and management criteria by European and ltalian legislation. The technology has achieved
very high performance levels in terms of reducing emissions and environmental impact.

If we consider the total annual emissions of dioxins into the atmosphere as the sum of all waste
incineration plants in Italy from 1990 to 2018, we can see that as a result of regulatory and technological
developments there has been a 99% reduction in emissions (Source: Sinanet-Ispra-SNAP databank). Putting
the analysis of the different production sectors into context, since 2001, waste incineration has been the
smallest source in terms of emissions of dioxins and furans, in contrast to the iron and steel industry, and
the entire residential sector (e.g., domestic heating).

The PM10 emissions of Italy’s waste incinerators are around three magnitudes lower than those of the
residential segment. The main sources of PM10 at Italian level are in fact the residential sector, agricultural
activities, vehicle traffic, and production processes, as the graph below shows.
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PM10 emissions by sector
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Environmental supervision and air quality monitoring projects

According to the permits for the waste-to-energy plants in Ferrara, Modena, Forli, Rimini, Bologna, Padua,
and Isernia, the Hera Group must carry out studies on the potential impact that its plants have on the
surrounding environment.

In 2008, under the provisions of the integrated environmental authorisation of the Rimini incinerator, the
level of air quality was monitored by ARPAE (pre-construction monitoring). This study was designed to
determine the air quality in the areas around the incinerator, potentially affected by the plant’s emissions.
In 2013, with the new line 4 now fully operational, we repeated the monitoring process in the same way to
assess any differences or impacts on air quality that could be attributed to the new plant (post-construction
monitoring). The monitoring results were prepared by the regional agency for the protection of the
environment (ARPA) of Rimini in 2014 and made available in 2015. The study shows that there is no
significant impact on air quality, post-construction vs. pre-construction.

In the industrial area in which the Forli plant operates, Hera has installed a station for monitoring air
quality that is run by ARPAE Forli. This station has been operational since 2009, and provides a continuous
stream of data that are validated by ARPAE and published on their website. Periodic campaigns are also
carried out at the station to identify for micro-pollutants and metals in the particulate matter. The results
show that there is no substantial difference between a public area and the area around the plant,
indicating the presence of a uniform environment, influenced significantly by the town rather than the
presence of the plant. These results were confirmed in 2020 when ARPAE Forli made available the previous
year’s air and soil quality monitoring data.

For over a decade, environmental monitoring tests have been carried out at the Modena plant on various
environmental media: air and soil quality, biomonitoring, total depositions. Since 2013, the monitoring
network has been operated by the local ARPA (now ARPAE), which carries out all the analyses required by
the waste-to-energy plant's IEA. In addition, in accordance with the IEA, a health monitoring studies have
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been carried out since 2003 to assess health risks for the population that lives near the incinerator and the
workers at industrial sites near it. Two reproduction indicators are monitored: teratogenic risk, i.e.,
congenital malformations, and spontaneous abortion risk. The program ended in 2014 with the processing
of the data collected in 2013 and showed no dose-response relationships between exposure and relative
risk of miscarriage and congenital disabilities.

Between 2010 and 2012, a genuine environmental and health monitoring protocol was carried out at the
Ferrara waste-to-energy plant. Its details were defined by ARPA (now ARPAE), AUSL and the provincial
government of Ferrara, and it examined several environmental media. We appointed institutions with
proven experience in the sector (CNR and Universities) to handle the scientific coordination for these
studies. The results of the first two-year study, which ended in October 2012, confirmed the preliminary
evaluations made when the Integrated Environmental Authorisation was granted and showed that the
plant’s contribution, in terms of air quality, cannot be distinguished from the environmental background
levels. In the light of the results that have been obtained, a subset of the monitoring was extended for a
second period (2013-2015), to examine only the aspects considered most significant: air quality and studies
of soil pollutants. Air quality monitoring activities ended in early 2015, confirming the results of the two
previous years. In particular, the study of the soil, repeated in the autumn of 2013, showed no
accumulation of metals and micro-pollutants in the areas surrounding the plant, thereby confirming that
the incinerator's emissions cannot be distinguished from the environmental baseline. Furthermore, in 2015,
the monitoring guidelines for the coming years were agreed with the regulators. To this end, we continued
our collaboration with CNR-IIA and La Sapienza University to ensure the continuity of the study of air
quality, which takes place annually with four monitoring campaigns lasting 30 days (in winter, spring,
summer, and autumn). Also, in 2016, we signed a convention with ARPAE to continue the three-year soil
monitoring project. As for previous studies, no correlation with the presence of the plant has been
identified. The study was repeated in autumn 2019, and the results, made available during 2020, confirmed
that the operation of the plant has a very small impact on the environmental framework of the
investigated area and can hardly be distinguished from the environmental baseline.

The Padua waste-to-energy plant, in line with the requirements of the "Memorandum of understanding on
the assessment of the health impact in the city of Padua and in its metropolitan area" signed by the
municipalities of Padua and Noventa Padovana, with Arpav, ULSS 16 of Padua, and the University of Padua
was the subject of a study that was completed in December 2015, with the presentation of the "Report on
the pilot project of population health monitoring assisted by the ULSS 16 state healthcare unit of Padua,
particularly on potential health effects from air pollution — a longitudinal study in Padua (SLPD)". The
conclusions showed on one hand insufficient statistical evidence to identify statistical effects on people's
health related to the plant's emissions, on the other the differential of the concentration estimates (with
three decimal digits of precision) is not compatible with measurable health effects, i.e., the effect of PM10
emissions from the waste-to-energy plant on the background pollution levels appears to be irrelevant. The
same system is the subject of the Voluntary agreement to monitor the effects of the San Lazzaro waste-to-
energy plant near Padua, which lasts three years. Hestambiente and Arpav have carried out some
environmental studies in addition to those required by the applicable regulations and by the permits.
More specifically, the operation of two fixed Hestambiente stations for air quality monitoring (SO, CO, Os,
NOx, PM10 and PM2.5, with automatic equipment and publishing the relevant data, validated by Arpav, on
the Arpav website in a page dedicated to the waste-to-energy plant) was guaranteed. An annual air quality
monitoring campaign was carried out using a mobile lab provided to Arpav by Hestambiente. We sampled
the soil out at five sites near the waste-to-energy plant, and analysed the samples for metals (Pb, As, Cd, Ni,
Hg), polycyclic aromatic hydrocarbons, dioxins, furans and PCBs in the laboratory, and we measured the
sound pressure levels around the plant. All the surveys highlighted the plant’s negligible environmental
impacts. We entered into a new three-year agreement with various bodies to monitor the fallout from the
Padua waste-to-energy plant, for which Hestambiente has expressed its willingness to continue.
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In the area surrounding the Pozzilli (Isernia) waste-to-energy plant, in agreement with ARPA Molise, a
series of representative monitoring points have been identified at which studies on atmospheric
depositions and PM2.5 atmospheric particulate sampling have been carried out in the 2017-2018 two-year
period. At all monitoring points, the annual average PM2.5 was below the regulatory level and the
deposition study showed values for organic micro-pollutants (dioxins, PAHs) always below the instrumental
detection limits.

Many environmental monitoring campaigns have been conducted in the area surrounding the plant site of
the waste-to-energy plant in Granarolo dell'Emilia (BO). At the end of 2004 a memorandum of
understanding was signed by the Provincial Administration, Arpa Bologna, the municipalities of Castenaso
and Granarolo dell'Emilia, Ausl of Bologna, the University of Bologna and Fea Srl for the environmental
monitoring of the area surrounding the plant. The monitoring, which continued until 2007, analysed the air
media by monitoring the five sites. Innovative bio-toxicological tests have been performed on solid
particulate matter samples to assess and estimate carcinogenic risk. The public health department of the
local health organisation, following up on the work carried out in the previous campaign, also carried out an
epidemiological survey on the causes of mortality, extending the research to include reproductive data.
Lastly, the experimental centre for the study and analysis of soil at the University of Bologna studied the
presence of heavy metals and other micro-elements in the water-soil-plant system and also in surface and
groundwater. It completed the analysis and verification of atmospheric emissions and water discharges
from the waste-to-energy plant. The 2004-2007 campaign attested that concerning air quality, atmospheric
emissions and the water-soil-plant system, the plant did not determine significant impacts on the area.
The waste-to-energy plant in Granarolo dell'Emilia has also been included in the Moniter project
(Monitoring of waste-to-energy plants in Emilia-Romagna), promoted by the Emilia-Romagna Region and
Arpa, whose goal is to organise an environmental surveillance and epidemiological evaluation system in the
areas surrounding the plants. The project, carried out between 2007 and 2011, has improved scientific
knowledge on the quality and quantity of the substances emitted by waste-to-energy plants and their
impact on the quality of the surrounding air; it has also studied the health effects with toxicological
investigations and has assessed their correlation with exposure to waste-to-energy plants in
epidemiological terms. The results of the Moniter project were presented to the public in 2011, and the
related documentation (Quaderni Moniter) can be freely downloaded from the Arpa Emilia-Romagna
website. The current Integrated Environmental Authorisation confirms the air quality monitoring activities,
which are carried out through two fixed permanent monitoring units that monitor PM10 and PM2.5
particulate matter, PAH, and metals.

District heating: an answer to air quality protection

District heating is a service that sells heat for customer home heating and domestic hot water. It is an
alternative system to traditional autonomous or condominium-based boilers which makes it possible to
concentrate the production of heat in central installations, which are more efficient and better controlled
than home boilers. The heat from these installations, in the form of hot water, is sent to our customers’
homes through a distribution network made of insulated pipes. The heat then fuels the domestic heating
system via non-polluting heat exchangers. Customers have the advantage of greater safety and lower
running and maintenance costs, while maintaining the freedom to independently adjust the temperature
of their homes.

District heating provides a solution to air pollution problems in cities by replacing home boilers, which are
sometimes fuelled by gas-oil or fuel oil, with high-efficiency heat production methods, renewable energy,
or energy recovered from other production processes.

During 2020, some new factors arose:
e Ferrara: first year after taking over the operational management of the Casaglia geothermal asset;
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e Ferrara: connection of the two independent systems Acer Barco and Centro Diamante to the main
DH network;

e Ferrara: connection and activation of the former Sant'Anna hospital;

e Bologna: installation of four heat pumps with thermal recovery on the cogeneration cycle at the
headquarter’s Berti Pichat power plant.

In addition, during 2021, technical and economic optimisation, and efficiency improvements will be carried
out on district heating systems in Ferrara, such as the revamping of well pump drives and the integration of

remote control.

Environmental advantages of district heating [302-5]

2018 2019 2020
Primary energy saved (toe) 36,495 35,132 28,967
Nitrogen oxides avoided (t) 265 281 202
Carbon dioxide avoided (t) 121,022 119,639 103,125
Sulphur oxides avoided (t) 268 273 214

Calculated as the difference between a traditional system (existing boiler park comprising 65% natural gas-powered
boilers and 35% diesel boilers with an average seasonal yield of 75% (Source: Comitato Termotecnico Italiano, 2009),
and the Italian electricity grid with average lItalian emissions and Hera’s district heating systems for the same
quantities of energy (thermal and electric). Excluding AcegasApsAmga.

Overall, 28,967 tonnes of oil equivalent and 103,125 tonnes of carbon dioxide were saved in 2020 thanks
to district heating, figures that were down by 17.5% and 13.8% respectively compared to 2019 due to lower
thermal input and a significantly lower production of electricity. The decrease in thermal energy produced
in 2020 is due to a combined effect of milder winter temperatures and lower thermal energy requirements
as a result of the health emergency. The lower production of electricity was due to breakdowns in the
Cogen Barca network in January and February 2020 that did not allow the turbines to operate, accidental
failures at the Sede Berti, Modena Giardino, Cesena Bufalini and Imola Casalegno cogenerators, and the
extraordinary maintenance required.

Sources used for district heating
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Excluding AcegasApsAmga.
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Sources used for district heating (2020)
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Concerning the sources used for district heating, it should be noted that the percentage of thermal energy
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from renewable or high-efficiency sources (68% in 2020) has slightly decreased compared to 2019 (down 2

percentage points). This is due to some outages and technical problems, which affected geothermal energy

in Ferrara (-29% of production) and the cogeneration plants (-14%); production from turbogas in Imola also

decreased (-6%); this lower production was offset by a greater withdrawal of heat from waste-to-energy

plants (+6%) and the activation of thermal boilers (+4%).

District heating: energy sold and volume served

2018 2019 2020
Thermal energy sold (MWh) 500,916 481,510 453,318
Volumes served (thousands of m3) 21,174 21,194 21,700
Housing unit equivalents served (qgty) 88,225 88,307 90,415

The housing unit equivalents were calculated on the basis of an average apartment volume of 240 m3. Excluding

AcegasApsAmga.

In 2020, the volume and housing unit equivalents served both increased by 2.5% and 2.4% respectively
compared to the previous year, mainly in the Ferrara and Forli-Cesena systems, while the thermal energy

sold decreased by 5.9% due to the reasons explained above.
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Housing unit equivalents served, by area (2020)
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Excluding AcegasApsAmga.

Cogeneration for district heating

Cogeneration is the combined production of electricity and thermal energy in a single integrated system,
using a single fossil or renewable source. It is done in specially-designed thermoelectric power plants,
which recover heat from the flue gas produced by an engine powered by any fuel. The process achieves
significant energy savings (about 40%) compared to separate electricity and thermal energy production.

Thanks to their connection with district heating networks, Hera Group's cogeneration plants help improve
the air quality of the towns where they are located. Thanks to them, many boilers have been replaced with
modern, efficient systems to heat and supply hot water to buildings. With district heating, systems are
monitored continuously, both in terms of combustion processes and atmospheric emissions.

Hera Spa operates ten cogeneration plants, of which three are trigeneration plants, for an overall nominal
installed electric power of 27.15 MW. In 2020, they produced 174,336 MWh of thermal energy for district
heating in all our service areas, of which 111,736 MWh were generated in the Imola cogeneration plant.

Atmospheric emissions generated by district heating

In 2020, the district heating plants produced a total of 629.3 GWh of electricity and thermal energy, down
4.5% compared to 2019 due to the technical problems explained above. In 2020 this production generated
a total of 107.8 tonnes of nitrogen oxides (NOx), a value that is steadily decreasing compared to previous
years (2.7% less than 2019). In relation to the energy produced, these emissions amount to approximately
171 grams per megawatt hour, a ratio that has increased slightly, by 1.8%, compared to 2019 due to the
decrease in energy produced.

Atmospheric emissions generated by district heating [305-7]

2018 2019 2020
Nitrogen oxides NOx (t) 119.2 110.8 107.8
Electricity and thermal energy generated (GWh) 679.8 658.8 629.3
Specific emissions (g NOx/MWh) 175.3 168.2 171.3

The data refer to the thermoelectric and cogeneration power stations that provide district heating (source of emission
factors for NOx: Corinair 2004 for boilers and data from manufacturers for cogenerators). The data do not include

Imola’s power plant, detailed in the following paragraph.
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Emissions of the Imola cogeneration plant

The Imola cogeneration plant, used for the city’s district heating, stands out not only for its excellent
performance in terms of energy production but also from an environmental perspective since it achieves its
low atmospheric emissions while also saving a significant amount of energy.

In 2020, it generated 111,736 MWh thermal and 163,483 MWh electrical with an installed capacity of 65
MW thermal and 80 MW electrical. The lower production compared to previous years is due not only to the
health emergency period, but also to a period of plant downtime in the summer and in the last months of
the year due to technical problems with the generator.

The plant consumed 156,949 m?® of industrial water, (down 14.5% compared to 2019), of which 93,905 m3
were used to replenish the cooling tower, an amount compliant with the 210,000 m® authorised by the IEA
for that year. This replenishment was much lower than in previous years since the plant experienced some
downtime.

Again in 2020, the absolute specific emissions of the Imola cogeneration plant remained at extremely low
levels. The environmental authorisation for the Imola plant requires pollutant limits 75%/80% lower than
nationwide Italian regulations for the pollutants most present in flue gases (NOx and CO). In 2019, IEA
amended the limits on airborne emissions by introducing compliance with the daily limit instead of the
hourly limit for continuously monitored pollutants.

Atmospheric emissions from the Imola cogeneration plant [305-7]

mg/Nm? National limit Authorised limit 2018 2019 2020
Nitrogen oxides 60 14.5 10.0 9.0 8.8
Carbon monoxide 50 9.5 2.2 2.1 2.1
Ammonia slip not required 2 0.45 0.38 0.25
Total particulate matter not required 4 0.01 0.01 0.01
PM10 not required 1 <0.04 0.01 <0.01

The authorised emission limits are those set by the environmental compatibility decree issued by the Ministry for the
Environment, Land and Sea Protection DEC/DAS/2006/00142 of 15 February 2006 (only NOx, CO and NH3) and the
integrated environmental authorisation of the province of Bologna of 11 April 2007, ref. 124043, as amended. The
values are the average continuously-measured values (for PM10 the values are the average of the eight analyses
carried out). The Italian limits are for the hourly average (except for PM10), while the authorised limits are for the
daily average.

The corporate vehicle fleet and mobility management

Corporate vehicles

In 2020, we continued along our strategy to optimise the use of the vehicles, beginning by purchasing
technologically advanced vehicles powered by low environmental impact fuels, to replace obsolete
vehicles.
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No. of vehicles

qty 2018 2019 2020
Diesel 2,796 2,780 2,899
Petrol 326 270 257
Natural gas 496 468 435
LPG 404 412 400
Electric 22 18 15
Total 4,044 3,948 4,006
Of which with lower environmental impact (%) 922 898 850
Of which with lower environmental impact (%) 22.8% 22.7% 21.2%

Non-circulating vehicles being disposed of were not included.

In 2020, the Group had 4,006 vehicles (58 more than the previous year), 850 of which were powered by
fuel with a lower environmental impact (435 natural gas, 400 LPG, and 15 electric), accounting for 21.2% of
the total. The share of diesel-powered vehicles in the total is increasing (72% in 2020 compared to 70% in
2019), mainly as a result of the acquisition in 2019 of the Bologna-based company Cosea Ambiente, which
has 67 vehicles, all diesel-powered, and whose fleet figures have been consolidated in this report since

2020.

In 2020, a total of 182 vehicles were sold and/or scrapped, while 138 vehicles were registered, of which
eight natural gas-powered, 4 powered by LPG, and one was electric.

Fuel consumed by vehicles (toe)

toe 2018 2019 2020
Diesel 9,025 8,734 9,293
Petrol 313 275 295
Natural gas 301 384 322
LPG 250 177 136
Total 9,889 9,570 10,046
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Fuel consumed by vehicles (%)

100% -

90% -

80% -

70% -

60% -

2018 2019 2020

m Diesel ®Petrol = Natural gas ®mLPG

A comparison between the several types of fuel was made considering the primary energy present in the individual
fuels.

At the Group level, average fuel consumption per vehicle in 2020 increased by 3.5% compared to 2019, to
2.51 toe/vehicle. In detail, diesel fuel consumption increased by 6.4% (mainly due to the effect of Cosea
Ambiente vehicles consolidated since the 2020 report) and petrol consumption by 7.3%, while natural gas
consumption decreased by 16.1%, and LPG by 23.2%.

Breakdown of vehicles by anti-pollution directive class (2020)
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At the Group level, the most recently registered vehicles (Euro 4, 5, and 6) account for 90.1% of the total,
up 6 percentage points compared to the previous year. The largest increase was for Euro 6 vehicles, up 31%
on 2019, while Euro 1 and earlier vehicles fell by 82%.
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In 2020, the average age of the Group’s fleet was 7.7 years. For the Uniflotte perimeter, therefore
excluding the vehicles of AcegasApsAmga and Marche Multiservizi, the average age decreases to 7.4 years,
slightly up on the 7.2 years of 2019 but still down on 2013 when the value stood at eight years. These
results are the fruit of the company's investments to renew its vehicle fleet.

Low environmental impact vehicles in the leading Italian utilities

According to a comparison analysis carried out by Utilitatis in 2020 among the 16 main Italian utilities, in
2019 Hera ranks fifth in terms of percentage of low environmental impact vehicles.

Low environmental impact vehicles (2019)
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Source: Utilitatis, 2020 Sustainability Benchmarking (2019 data)

In addition to the fleet of company vehicles, there are also the cars assigned to Hera Group’s managers. In
2020, this fleet consisted of 118 cars, of which 96 ran on diesel, 7 on petrol, and 15 on hybrid power, giving
a total of 12.7% of vehicles powered by fuels with a lower environmental impact. All 118 vehicles were
registered after 2011 and are Euro 6 compliant.

Suppliers’ vehicles

Hera’s commitment to sustainability and energy efficiency also affects the supply chain, and, in particular,
the criteria used to choose suppliers. Given the high environmental impact of municipal waste
management services, especially in terms of atmospheric emissions, the Group has decided to reward the
best-performing suppliers in this respect, favouring those who use low environmental impact vehicles,
giving a premium to these vehicles in the tenders for waste management services called in 2020. For
example, in the environmental services tender for the area of the municipality of Ferrara, the new
temporary joint venture that won the tender offered, as an incentive, the supply of seven fully electric
trucks to be used in the historic centre of Ferrara.
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Excluding Marche Multiservizi.

In 2020, excluding Marche Multiservizi, the contractors’ vehicle fleet consisted of 2,521 vehicles. There was
a 2.2% increase in the use of light vehicles compared to the previous year, due to the increase in door-to-
door collection services, which require more light vehicles than heavy vehicles.

In 2020, as far as the anti-pollution directives are concerned, more environmentally friendly vehicles
(powered by natural gas, LPG, or electricity) accounted for 13% of the total, the same proportion as the
previous year. In addition, in 2020, we continued the process of modernising the fleet of our
subcontractors, as reflected in the fact that the most recently registered vehicles (Euro 4, 5, and 6) account
for 80.3% of the total, up compared to 2019 when the figure stood at 78%.

Mobility management

In 2020, we continued to raise awareness among workers to reduce the environmental impact of the
Group’s employee’s commutes, also taking into account the regulations and restrictions due to the health
emergency.

The initiatives included continuing to provide the shuttle bus service that links Bologna’s train station with
our offices in Viale Berti Pichat, Via del Frullo/Via Cristina Campo and the Imola station to our offices in Via
Molino Rosso and Via Casalegno, while ensuring the distancing of the people on board. An important
innovation was also introduced in 2020: an additional corporate welfare allowance for sustainable
transportation was made available to all Group employees, for example to cover part of the cost of a public
transport pass.

To raise awareness of sustainable transportation, once again, in September 2020, Hera organised the now-
usual challenge among the Group’s sites during the European Sustainable Transportation Week, inviting
people to use non-polluting vehicles. Also, initiatives have been held together with the Salvaiciclisti
association aimed at increasing the use of bicycles as a means of transport.

Also in September 2020, an internal survey was launched to ascertain the travel habits and needs of
employees, so as to plan actions for 2021.

Lastly, there are five pedelecs in the Bologna office in Viale Berti Pichat, confirming our commitment to
facilitating the adoption of sustainable transportation.
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Telepresence services

Telepresence is increasingly proving to be a facilitator to manage meetings, saving time, reducing risk and
fatigue, significantly saving energy and, last but not least, helping to reduce the Group’s ecological
footprint.

In 2020, the usage statistics on Acantho-managed telepresence systems dropped significantly, mainly due
to the health emergency period, which led to a higher usage of distributed systems (i.e. clients installed on
all employees’ PCs) based on technologies not managed by Acantho, such as Microsoft Teams.
Nevertheless, the total hours of use of telepresence services remain high, at 10,094 (-68% compared to
2019).

Hera for electric transportation

During 2020, the Hera Group, through Hera Comm, continued to develop its electric charging station
infrastructure network, installing a further 61 public charging stations, reaching a total of 104 public
charging stations now present in the areas where the Group has its greatest presence (there were 43 in
2019). Contracts for 83 more public charging stations have been awarded by Hera Comm, and further
memoranda of understanding were signed in 2020, specifically for the municipalities of Udine and Padua,
helping to achieve the target of 300 charging stations installed by 2024.

The development of the infrastructure network and new charging services led the Group’s public
infrastructure to consume more than 90 MWh in 2020. The more than 250 customers of the public
charging service, who were also able to charge their vehicles at other charging stations, contributed to this
result, consuming a total of more than 36 MWh.

To maximise the usability and availability of the network for users, Hera Comm signed an agreement with
the Hubject interoperability platform, under which the Group’s charging stations can be accessed by any
user, including foreign ones, whose provider is present on the platform, among the 600 spread across
Europe.

Hera’s activities in the field of electric transportation are not limited to public charging, but also involve
private charging through offers for citizens and companies to supply several models of wallboxes and
charging stations up to 22 kW. These solutions are particularly well received by customers, as confirmed by
the more than 300 private charging stations sold during the year, bringing the total to 469.

Lastly, the solutions for private individuals include e-bikes. In 2020, Hera Comm launched an offer covering
several models, and in particular city bikes, trekking bikes, and folding bikes. This initiative was an
immediate success with over 500 electric bikes ordered in just six months.

Hera for land protection

Land reuse in Group projects and re-use of excavated soil

From the preliminary analyses to the design of the works, Hera Group identifies technical solutions aimed
at reusing areas that have already been developed and/or preserving the natural context of the land
subject to the measures, in line with the objectives of the UN’s 2030 Agenda. Some of the key design
criteria include:

e for networks: extensions carried out using existing roads and/or urban fabric, improving the
network layout by upgrading or reclaiming existing pipelines, laying new pipelines adjacent to
existing services;

e for plants: reusing existing/already occupied infrastructure and areas; disposing of infrastructure
and restoring/returning the area at the end of its life cycle, using technological solutions to reduce
the overall size of the infrastructure.
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Continuing along our path towards sustainability that we started last year, in 2020, the network and plant
work we completed used almost 320 thousand m? of land, 87% of which was already occupied by existing
infrastructure (about 278 thousand m?).

Among the results we achieved in 2020, the lion’s share is made up of measures designed to protect the
seawater in Rimini, where more than 230,000 m? were reused, 99% of the total land involved. In the
province of Forli-Cesena, we have completed the measures to implement collection from small urban areas
towards centralised treatment systems, reusing about 12 thousand m? of developed land (86% of the land
involved). In Modena and Ferrara we were able to reuse 68% of the soil, in Bologna 47%, and in Ravenna
24%.

In the 2021-2024 period, we will pursue the objective of land re-use by adapting and upgrading existing
infrastructure. We expect to re-use about 256 thousand m? of land for infrastructure, i.e. 66% of the total
land involved in new construction (in 2024 this percentage will be 65%).

In particular, in the province of Ravenna, we will upgrade the Lugo, Lido di Classe, and Cervia purification
plants reusing the areas that are already occupied by the existing infrastructure, enabling the reuse of
about 24 thousand m?2. In Rimini, we will complete some of the measures of the seawater protection plan,
involving the reuse of more than 20 thousand m? of land. In the province of Bologna, the most significant
measures in terms of land re-use will be those to improve the safety of gas distribution, with several
measures to move networks in the Apennines to areas with a lower hydrogeological risk and measures to
downgrade the high pressure network to medium pressure. This will involve the reuse of approximately
7,000 thousand m? of land. In Ferrara, we will upgrade the Via Gramicia purification plant, reusing 7
thousand m? of land already occupied by the infrastructure. In the Forli area, we will carry out work on
discharges by connecting minor urban areas to existing purification plants, reusing about 6 thousand m?2.
Lastly, the province of Modena will be involved in upgrading the water network, reusing about 6 thousand

m2.

Biodiversity

As regards the protection and conservation of habitats and wild species, the EU issued two regulations,
Council Directive 409/79, adopted in April 1979, on the conservation of wild birds (the “Birds Directive”)
and Council Directive 43/92, adopted in May 1992, on the conservation of natural habitats and wild flora
and fauna (the “Habitats Directive”). These directives created a consistent ecological network of protected
areas in the European Union, known as Natura 2000.

In the province of Ferrara, the two largest water collection plants, Pontelagoscuro and Stellata, on the Po
river, are located within the special protection area called “Fiume Po da Stellata a Mesola e Cavo
Napoleonico”. In the province of Ravenna, the Marina di Ravenna treatment plant is located within the EU
Conservation Area “Piallassa Piombone” and discharges the treated wastewater into the “Piallassa
Baiona” special protection area.

At these two plants, to protect biodiversity, Hera Group carries out acute toxicity tests on the purification
plants.
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Case study
Transition towards a circular economy

European circular economy package: Hera leads the way

Hera confirms its goals on packaging recycling and landfill reduction, showing that it is ahead of both
European targets for urban waste.

In the Group’s service area, in fact, it has achieved all 3 main European targets: the one for landfill (3.4% in
2020 compared to a target of no more than 10% in 2035), the one for packaging (72% in 2019 compared to
a target of 65% in 2025 and 70% in 2030) and the one for the overall recycling rate (56% in 2019 compared
to a target of 55% in 2025, 60% in 2030 and 65% in 2035). The data for these last two targets will be
updated to 2020 in the coming months and as usual published in the “Tracking Waste” report.

Achieving and exceeding the European targets on municipal waste contribute to achieving targets 12.2,
12.4, and 12.5 of the UN's 2030 Agenda. The publishing of the “Value to energy” (Tracking waste) report
contributes to achieving target 12.8 of the UN's 2030 Agenda.

Projects and collaborations with Italian and international networks for the circular economy

In October 2017, the Hera Group was the second Italian company to become a member of the Ellen
MacArthur Foundation and immediately started a close collaboration relationship to implement the
projects carried out to create shared value through activities inspired by circular economy principles. In
addition to large groups concentrated mainly in Europe, the United States and South America, the
Foundation’s network also includes institutions, universities, small and medium-sized enterprises, with the
aim of promoting awareness of these issues, the exchange of experience, the launching of partnership
projects and collaborations in the field of research and development. Through the Ellen MacArthur
Foundation, the Group has the opportunity to increase the exchange of ideas with other members, to
increase the creation of shared value and contribute to long-term sustainable development.

2020 was the second consecutive year of progress in reporting on the New Plastics Economy Global
Commitment, an initiative set up by the Foundation to make the plastics sector more circular, which the
Group joined in 2018 with challenging objectives and which is discussed in depth in this Sustainability
Report.

Furthermore, in March 2020, the Hera Group, through Hera Luce, sent its submission to Circulytics V.1, a
digital tool designed to measure circularity. The tool supports decision-making and the adoption of circular
economy principles in business strategies, demonstrates strengths and highlights areas for improvement,
provides transparency to investors and customers on circularity projects, to generate value in a multi-
stakeholder perspective. Hera Luce, a Hera Group subsidiary, has long supported circularity in public
lighting by including circular economy parameters in its tenders. In 2017 Hera Luce participated in the
workgroup to define the Minimum Environmental Criteria (MEC) which are now recognised as a best
practice in the field, in line with the criteria of the tool developed by the Mac Arthur Foundation. In
October 2020, the Foundation launched the new release of the tool, Circulytics V.2, for which the Hera
Group, again through Hera Luce, plans to make a new submission during 2021.

In 2020, Hera was one of the first companies to support the Business Call for a UN Treaty on Plastic
Pollution promoted by the Ellen MacArthur Foundation, the World Wide Fund for Nature (WWF), and the
Boston Consulting Group. This call to action aims to provide a coordinated global response in the form of a
UN treaty to help governments and businesses tackle plastic pollution.
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Hera is also among the promoters of the Circular Economy Network, a project promoted by Fondazione
per lo Sviluppo Sostenibile (a foundation for sustainable development) and by a group of companies and
trade associations involved in the transition to a circular economy. Other significant events in 2020 included
the second National Conference on the Circular Economy, held on 19 March on line, at which we the
second Report on the Circular Economy in Italy, produced jointly with ENEA, was presented.

Moreover, since its foundation, Hera has been a member of the Italian Circular Economy Stakeholder
Platform (ICESP), created in 2018 as a mirror of the European Circular Economy Stakeholder Platform —
ECESP initiative, which promotes the Italian way for circular economy, by involving Italian stakeholders
committed to the issue. During the third Annual ICESP Conference, held on line by ENEA on 11 December
2020, priorities for post-emergency recovery were identified based on the circular economy as a lever for
effective actions within a resilience process and in a recovery perspective.

The projects and collaborations with Italian and international networks contribute to achieving targets
17.16 and 17.17 of the UN's 2030 Agenda.

Hera measures circularity with Circulytics V1

In 2019, the Ellen MacArthur Foundation, together with 13 strategic partners and 30 members of its
network, including Hera, developed a digital tool for measuring circular economy performance, called
Circulytics V.1. The tool supports a company’s transition towards the circular economy by going beyond
simply assessing products and material flows. It uses the broadest set of qualitative and quantitative
indicators available divided into two categories: Enablers, the critical aspects that enable a company to
make a broad transformation towards the circular economy (Strategy and Planning; Innovation; People and
skills; Systems, processes and infrastructure; External Engagement), and Outcomes, elements helpful for
measuring circular inputs and outputs that provide an overview of current performance. The tool supports
decision-making and the adoption of circular economy principles in business strategies, demonstrates
strengths and highlights areas for improvement, provides transparency to investors and customers on
circularity projects, to generate value in a multi-stakeholder perspective.

In March 2020, the Hera Group, through Hera Luce, sent its submission to Circulytics V.1 and obtained a
bespoke company scorecard containing the assessment of its circularity score. The evaluation revealed
some areas for improvement in both the Enablers and Outcomes categories. In particular, in the Enablers
category, the scorecard revealed some areas for improvement and strengths that were not previously
observed, such as:
e it recommended that employees be more involved to generate greater knowledge of the Circular
Economy within the organisation;
e it found that, at present, there are no processes, digital systems or operational IT systems that can
support a circular business model, except in the planning stage;
e it highlighted the importance of effectively engaging stakeholders (especially suppliers) on circular
economy issues.

While the areas for improvement and strengths identified for the Outcomes category were:
e alternative solutions to the use of concrete must be found;
e there is a need to improve energy supply with more input from renewable sources;
e the recycling rate of the output material is remarkable.
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On an overall level, the "B" score obtained by Hera Luce emphasises the commitment put in place to enable
the company's transition to a circular economy model, a commitment further supported by the group-wide
definition of circular economy activities, initiatives and objectives with a long-term strategic perspective.

In October 2020, the Foundation launched a new release of the tool, "Circulytics V.2", which Hera intends
to apply, once again, to Hera Luce.

The Circulytics tool contributes to achieving targets 12.2, 12.4, 12.5, and 17.16 of the UN’s 2030 Agenda.

Hera Group's commitment to the new plastics economy

Hera is one of the 250 companies worldwide, the only Italian multiutility company that in 2018 signed the
New Plastics Economy Global Commitment, launched by the Ellen MacArthur Foundation in collaboration
with the UN Environment Programme (UNEP). The Foundation's initiative has the ultimate aim of tackling
the problem of plastic pollution at the source and making the entire supply chain more circular: eliminating
disposable products as much as possible, producing and using only recyclable, reusable or compostable
packaging and promoting the use of recycled plastic. For this reason, the Foundation has created a global
movement, involving all players in the supply chain, such as plastic packaging manufacturers and
companies that use them to pack their products, large retailers, recycling companies, but also governments
and investors.

Hera Group is committed to:
e increase by 2025 the amount of plastic collected in the municipalities served, by 30%;
e increase by 50% the amount of plastic sorted and recycled by the Group's plants;
e increase the plastic recycled by Aliplast by 70%.

To date, the Global Commitment has been signed by more than 500 organisations worldwide:
e 20 governments and public administrations on 5 continents;
e more than 250 companies active in the different stages of the plastic packaging value chain, which
together account for more than 20% of the plastic packaging volumes used globally;
e more than 200 institutions, including National Geographic, WWF, World Economic Forum,
Consumer Goods Forum, International Union for Conservation of Nature (IUCN), 50 universities and
research institutions, 27 financial institutions.

The second Progress report was published in November 2020, and contained data from 118 companies
(98% of those eligible for reporting, depending on the date they became members) and 17
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governments/administrations (of the 20 eligible for reporting). The momentum created around the issue of
the circular plastic economy is unprecedented and the initial progress made by the signatories is
noteworthy. Despite this, efforts to eliminate the problem of plastic waste pollution at source must
advance towards a higher level of ambition. The data reported on that occasion by the Hera Group was for
2019.

New Plastics Economy Global Commitment
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The data of the Hera Group at the end of 2020 show gradual and positive progress towards the objectives,
showing that we are going the right direction. Achieving the targets will be possible only by continuing the
efforts on the innovation front and by leveraging the Group’s industrial capacity, but also requires the
fundamental contribution of citizens, in the framework of a logic geared towards — also on this front —
encouraging reuse and recycling, thus extending as much as possible the average life of products and
plastic materials.

The same targets were presented by Hera in the context of the “EU-wide pledging campaign for the
uptake of recycled plastics”, the campaign promoted by the European Commission to accelerate the
diffusion of recycled plastics and achieve the European target of ten million tonnes of recycled plastic used
for new products by 2025.

Achieving the objectives on the plastics supply chain contributes to achieving targets 12.2, 12.4, and 12.5
of the UN's 2030 Agenda.

Recycled plastic bags with Aliplast

In November 2019, Hera and Aliplast launched a circular economy pilot project, to increase the virtuous
reuse of reels made of post-consumer recycled plastic to produce bags for separate waste collection. The
ultimate goal was to close the loop of the life cycle of products, increasing recycling and reuse, to increase
economic sustainability and reduce the environmental impact as much as possible.

The following results were achieved during 2020 (the first year of the pilot project):

e production of 1,250 tonnes of reels;
e production of about 26 million recycled plastic bags.
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Going beyond mere numbers, the project has achieved other important positive results: the quality of the
bags has improved significantly as Aliplast itself ensures that they meet the technical requirements. In
addition, the initiative eliminated the problem of disputes with third-party suppliers who did not comply
with product specifications and the service offered to Hera users was improved.

In January 2021, the actual industrialisation of the process will begin, involving all the areas managed by
the Hera Group (AcegasApsAmga and Marche Multiservizi are also included in the contract).

The main outputs planned for next year are:

e produce 1,776 tonnes of reels (about +42%);

e produce about 35 million bags (about +34%) using recycled plastic;

e optimise each stage of the production process to enhance the project’s economic sustainability and
improve product quality standards.

The use of recycled plastic bags for waste collection contributes to achieving targets 9.4, 11.6, 12.2, 12.4,
and 12.5 of the UN's 2030 Agenda.

Aliplast and NextChem: a state-of-the-art plastic recycling plant

In October 2020 Maire Tecnimont and Hera Group announced that Aliplast and NextChem, a Maire
Tecnimont Group’s company for to the development of energy transition and circular economy projects
and technologies signed a strategic agreement. Under the terms of the agreement, Nextchem will provide
technology, Engineering, Procurement and Construction services to build a plant that will use its
proprietary innovative MyReplast™ technology to upcycle plastic waste into high value-added polymers.

The synergy of these two major players’ skills and resources will result in a unique kind of plant in Europe.
Built on a site owned by the Hera Group, this plant will leverage the innovative MyReplast™ technology
developed by NextChem, which makes it possible to produce high-purity, high-quality recycled polymers
with high-level chemical/physical and mechanical performance. The aim of the plant is therefore to process
post-consumer plastic waste into customised recycled products capable of meeting customer requirements
and the most stringent quality market standards, with features and properties on par with virgin polymers
from fossil sources. All this will create cutting-edge plant engineering experience.

Once fully operational, the new plant will be capable of producing up to 30,000 tonnes of polymer per year.
The plant will ensure high security standards and be equipped with innovative features such as maximum
process automation and high digitalisation for data analytics, thereby allowing it to maximise energy
efficiency, delivering further environmental benefits.

The state-of-the-art plant described above contributes to achieving targets 9.4, 11.6, 12.2, 12.4, and 12.5
of the UN’s 2030 Agenda, as well as — thanks to the partnership developed — contributing to achieving
target 17.17.

Hera and Eni: a partnership to transform cooking oil into biofuel

As part of the Group's transition towards a circular economy, the collection of used oils has increased its
visibility and importance, generating significant economic returns.

The new service for roadside collection of vegetable oil, provided using new good-looking bins specially
designed to contain residual domestic cooking oil, was launched in Emilia-Romagna as a pilot project at the
beginning of 2018. This new initiative is part of a broader Hera project, and the only one of its kind in Italy
in terms of the service provided and geographical extent, aimed at spreading this type of collection which
up to 2013 was only carried out via the Group’s separate waste collection centres.

In 2020, a further 60 roadside containers were put in service, mainly in the municipalities of the Bologna
Apennines in the service area of Cosea, a company acquired by the Group in 2019, bringing the total
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number of containers in the area to over 800 in no less than 120 municipalities, serving around 2.4 million
inhabitants. This service collected 1,110 tonnes of waste cooking oil to be sent for recovery in 2020.

The results of the collection of vegetable oils in Emilia-Romagna feed a virtuous circular economy project.
In fact, under an experimental framework agreement signed in November 2018 with Eni, all waste cooking
oil collected by Hera, once processed in affiliated plants, is sent to Eni’s Bio-refinery in Porto Marghera (VE)
where it is transformed into biodiesel fuel. Under this framework agreement, Eni supplies 600,000
litres/year of this green diesel fuel to the service station inside Hera's Modena headquarters, where it is
used to power 20 compactors used for waste collection in the province of Modena. In addition, in 2020, we
added another 15 compactors to the project, used in the areas served by Hera Spa and which have pictures
and logos on the sides that highlight this initiative and, in line with the project, use biodiesel fuel produced
by Eni.

Hera’s partnership with Eni contributes to achieving targets 9.4, 11.6, 12.2, 12.4, and 12.5 of the UN’s 2030
Agenda, as well as — thanks to the partnership — contributing to achieving target 17.17.

McDonalds, Coprob, CAMST and DISMECO: four important partnerships signed to "close the circle"

In November 2019, at Ecomondo — Europe’s reference event on technological and industrial innovation in
the circular economy — McDonald’s and the Hera Group signed an agreement to reduce the quantity and
improve the quality of separate waste collection in the company’s 30 restaurants served by the multiutility
in Emilia-Romagna. The agreement, which starts on 1 January 2020, is designed to increase the separate
waste collection of recyclable waste such as paper and organic waste, by implementing a monitoring action
that constantly assesses the quantity, but above all the quality, of the waste produced. The project will last
two years and will involve 30 restaurants in 14 different municipalities, for an average of 45,000
McDonald's customers per day.

The project was launched as a result of a trial project that measured the quantity and quality of waste
produced in McDonald’s restaurants in Ferrara, by putting in place specific actions to raise awareness on
the proper disposal of each type of waste. According to the surveys carried out by Hera during trial project,
these restaurants achieved an average of around 90% separate waste collection. The very significant data
led the two companies to set themselves the goal of achieving similar performance in the other restaurants
under their collaboration agreement.

Although the development of the project was slowed down by the restrictive measures forced by the
health emergency, we completed the process of measuring the quantity of waste produced in the 30
participating restaurants, thus providing a snapshot of the baseline situation. The results confirmed the
suitability of the actions envisaged by the agreement. One of the most important actions we identified is
providing information on the right way to separate waste, thanks to a new model of trash container,
customised and designed specifically to help customers more effectively separate what is left on the tray at
the end of their meal, so as to minimise errors in the disposal of the waste. Raising the awareness of
customers, and engaging them will be fundamental to the project’s success. To do so a dedicated campaign
will be set up in the restaurants with communication materials that, thanks to illustrations and specific
colours of the differentiated waste to which users are now accustomed, will help customers separate it
more and better.

The project launched in 2019 by Herambiente and Coprob, the cooperative of sugar beet producers based
in Minerbio (BO), the only sugar producer in Italy, continued in 2020. Herambiente’s six quality-certified
plants in Emilia-Romagna provided compost for the fertilisation plans of member farms, to restore the
organic content that is essential for full soil fertility. During the first year of cooperation, between April and
September 2020, the cooperative’s members used 4,117 tonnes of compost.

The agreement among production sectors that are diverse but consistently representative of a concrete
experience of circular economy, offers a complete response to environmental and production issues both
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in Herambiente plants, with the production of biogas and biomethane, and in the agricultural sector,
confirming the production levels of crops, the quality of agricultural production, and a significant
improvement of the soil from a biological, chemical and physical point of view.

In 2020, Camst also joined Hera's circular economy partnerships. On 14 September, Camst and the Hera
Group signed a 2-year, renewable framework agreement to collaborate on circular economy and
environmental sustainability projects through innovative Business-to-Community-to-Consumers
approaches. Among the actions that can be implemented are also sustainable transportationinitiatives,
such as the collection of waste cooking oil to produce biodiesel fuel (as part of the Hera-Eni partnership)
and the collection of organic waste used to produce biomethane at Hera Group's Sant'Agata Bolognese
plant. In addition, with the collaboration of Hera Comm, electric vehicle charging stations will be set up in
the car parks of some Camst points. During 2021, the two companies will also collaborate to a study of
materials that can be used as an alternative to single-use plastics, comparing the environmental impact of
different materials on the market to identify the most sustainable. The study will also examine the entire
life cycle of all plastic packaging used or sold by Camst, with a focus on identifying the most circular
recycling options. Actions are also planned to reduce food waste by distributing unconsumed meals to
disadvantaged people. To improve and encourage the separate collection of waste generated in eating
places, raise awareness on prevention, proper waste management and recovery, Camst and Hera will also
engage in extensive environmental communication activities aimed at both employees and customers.

In the second half of 2020, we started to define an ambitious project to regenerate end-of-life household
appliances together with Dismeco, which operates in the WEEE recovery sector with a plant located in
Marzabotto in the province of Bologna. The project aims to encourage disposal of used washing machines
at separate waste collection centres, and select them to test, on the ones in best condition, a maintenance
and repair process that can make them suitable for use again. The project, which involves collaboration
with associations of manufacturers of electrical and electronic equipment (EEE), with associations of
installers and repairers, with associations of large-scale retail trade and other interested parties, will also
carry out studies and research to determine whether and under what conditions it is actually possible to
envisage sales of washing machines (and in general of household appliances) regenerated this way. The
project will also be a great opportunity for professional training and development and an opportunity to
create potential new jobs to support and develop the Bolognese mountains and their communities. The
Project will be formalised and launched in early 2021.

The major projects described above contribute to achieving targets 12.2, 12.4, and 12.5 of the UN’s 2030
Agenda, as well as —thanks to the partnerships developed — contributing to achieving target 17.17.

Hera Business Solution, Hera's new multi-service proposal for the circular economy

Hera Business Solution is a memorandum of understanding through which the Group presents itself as a
partner of large industrial groups, with a global proposal of integrated and sustainable energy and
environmental solutions designed for individual companies and taking into account their complexity. The
project's objective is to identify new growth opportunities, alongside companies, to reduce the costs borne
by the community, the environment and future generations, focusing on the regeneration of natural
resources, the extension of the useful life cycle of goods and resources, the development of skills for the
efficient use of materials and to guide them towards increasingly challenging and consistent sustainability
goals.

The project is characterised by the analysis of processes and impacts, implements improvement actions and

fosters a complete and transparent reporting of information and data related to environmental

performance. To do so, Hera provides the companies participating in the project with the Circular Economy

Report, a customised sustainability report, prepared together with the client company on the basis of the

offer it has subscribed to, with reporting indicators on the main services purchased/provided, and

compatible with the Global Reporting Initiative Guidelines. The report consists of a set of synthetic
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indicators on three key areas of sustainability (circular economy, energy transition, and energy efficiency)
and more detailed information.

At the end of 2020, the first protocol was signed with Fruttagel, a leading Italian company in the food
sector, for which the first Circular economy report on the services provided in 2020 by the Hera Group is
currently being drawn up.

The Hera Business Solution memorandum of understanding contributes to achieving targets 12.2, 12.4, and
12.5 of the UN’s 2030 Agenda, as well as — thanks to the partnership developed — contributing to achieving
target 17.17.

Assessing and measuring circularity at Hera Luce

In 2017, Hera Luce developed an evaluation system to measure the circularity of public lighting systems in
terms of life cycle, based on an analysis of material flows (materials used in relation to their origin and end-
of-life destination) and economic flows (costs/revenues at the beginning and end of the life cycle). This
approach to measuring circularity was already in line at the time with the guidelines of the Ministry for the
Environment (MATTM), and was then confirmed to be consistent with the most recent international
methodological approaches, such as the Circulytics tool developed by the Ellen MacArthur Foundation
during 2019. As specified in another case study of this report, Hera Luce also participated in the beta
testing of Circulytics.

The system used to evaluate the circularity of Hera Luce’s installations also anticipated the requirements of
the Minimum Environmental Criteria (MEC) for public lighting services, which since 2018 require that this
evaluation be carried out in all calls for tenders. The MEC were approved by Ministerial Decree on 28th
March 2018 and in paragraph 4.5.4 they require Bidders to provide the material balance. It should be noted
that Art. 34 of Italian Legislative Decree No. 50/16 also states the mandatory MEC compliance for tenders
by including in the design and tender documentation the technical specifications and contractual clauses
contained in the minimum environmental criteria adopted in the decree of the Ministry for the
Environment, Land and Sea Protection. Since then Hera Luce has won tenders in the municipalities of
Ferrara, Lugo, Tavullia, and Cervia.

The drafting of the material balance was a winning evaluation criterion during the tender phase and
enabled Hera Luce to win the tenders. For example, the call for tenders issued by the municipality of
Ferrara awarded 10 points on the basis of the quality, durability, robustness of the proposed materials and
on the environmental and social impact of the project and the materials. The call for tenders issued by the
municipality of Lugo awarded 5 points for the preparation of the material balance and 6 points for the type
of materials proposed, judged on the basis of quality, durability, robustness of the materials and
environmental impact.

The evaluation system previously prepared by Hera Luce and the awareness raising process initiated with
suppliers, enabled the company to win the tenders because it had built itself an advantage over the
competitors who did not appear, at least until the MEC came into force, to be attentive to circularity and
environmental sustainability issues. Hera Luce’s efforts on circularity and sustainability have led the
administrations to consider it a partner capable of conveying the topics of sustainable, smart and
supportive development and therefore of fostering the achievement of the UN's 2030 Agenda targets.

The use of the Hera Luce tool contributes to achieving targets 12.2, 12.4, and 12.5 of the UN's 2030
Agenda.

Assessing and measuring circularity at HSE and ASE

In 2020 we extended our material circularity rate measurement project to other companies in the Hera
Group, such as Hera Servizi Energia (HSE) and AcegasApsAmga Servizi Energetici (ASE), which specifically
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deal with energy efficiency services for public administrations and private individuals. The circularity
assessment tool enabled ASE and HSE to evaluate performance in terms of material balance and circularity
of components such as boiler, circulating pump, fixtures, heat pump, insulation etc., also involving
suppliers.

The system designed to assess and measure the circularity of the main technologies we use to carry out
energy-saving measures, from a life-cycle perspective, is based on an analysis of material flows (materials
used in relation to their origin and end-of-life destination) and economic flows (costs/revenues at the
beginning and end of the life cycle). We developed this approach in compliance with the Ministry of the
Environment's guidelines and also drawing inspiration from the Circulytics tool developed by the Ellen
MacArthur Foundation during 2019.

The circularity assessment and measurement system is also consistent with the requirements of the
minimum environmental criteria (MEC), which are increasingly present in PA calls for tender. This system
has also been mandatorily included in the recent Relaunch Decree regarding the 110% superbonus, in
which the companies are heavily involved in the condominium market.

The system will be gradually extended to all the markets in which ASE and HSE operate: PA, industrial and
condominiums respectively in the form of tenders and project financing, service offers, energy
refurbishment offers. We expect to see the first positive impacts resulting from the implementation of the
tool during 2021.

As a result, we expect to improve the company’s competitiveness, as well as consistency with the
objectives of Hera’s business plan and contribution to the Sustainable Development Goals.

The project to apply circularity at HSE e ASE contributes to achieving targets 12.2, 12.4, and 12.5 of the
UN's 2030 Agenda.

Assessing and measuring the circularity of water and gas connections

The Hera Group has decided to pursue a circular economy model aimed at bringing greater
competitiveness to its business. The company is committed to the UN's 2030 Agenda, which represents a
fundamental contribution to guiding the transition towards an economic development model whose
objective is not only profitability and profit, but also social progress and environmental protection. GPP
(Green Public Procurement) is a guideline of the European Commission that aims to stimulate the
development of a demand for goods and services with a reduced environmental impact by leveraging the
purchasing power of governments to make an important contribution towards achieving the objectives of
the main European strategies such as resource efficiency or circular economy. GPP was introduced in Italy
in 2008 under the National GPP Action Plan, which mandated the adoption, via subsequent ministerial
decrees, of the Minimum Environmental Criteria (MEC) for each category of products, services and works
purchased or contracted by Public Administration bodies.

At present, the application of MEC in contracting services managed by the Group concerns public lighting
and waste management, and in the future we expect their use will be extended to other businesses. In line
with its corporate mission and sustainability objectives, Hera Group has initiated a dialogue with its
suppliers to measure the material circularity of its assets and anticipate the future regulatory context.

To do so, in 2020, the tool for calculating material and economic circularity was implemented and applied
to water supply connection operations. The analysis involved the characterisation of supplies both in terms
of component materials (brass, steel, polyethylene, ...) and in terms of recyclability (virgin, recycled, and
permanent recycled material), determining a material circularity index in input of the mechanical
components of the connection, of 78%; i.e. almost 80% of the weight of the water network connection was
found to be made up of recycled materials. By 2024, we plan to extend the circularity assessment model to
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some simpler, repetitive assets, such as gas regulators, to optimise them for sustainability by redefining
standards and procedures.

The process envisages the following steps:

e Project circularity assessment system: implementation of calculation tools to assess the material
circularity of networks and systems throughout their life cycle, as already required for public
lighting with the introduction of Minimum Environmental Criteria (MEC).

e Process optimisation: application of the analysis system described above to certain types of assets,
to optimise processes in terms of choice of materials, construction technologies and maintenance
methods, to minimise the impact on material consumption and maximise the use of secondary raw
materials.

e Development of new standards and procedures: the results of the analyses so developed will be
translated into new standards and procedures to design, build, operate and maintain the assessed
infrastructure.

In addition, we plan to extend this circularity assessment methodology to specific engineering projects
characterised by significant demolition works, by using BIM tools to precisely map the volumes subject to
demolition in the actual condition.

The assessment and measurement of circularity in water and gas connections contributes to achieving the
UN’s 2030 Agenda targets 12.2, 12.4, and 12.5.

With Riciclandino we help the environment and schools

Ten years ago we launched Riciclandino, an environmental initiative for young people and families that
involves the part of a town’s residents that is tied to schools, considered as an institution and community of
people. The project gives points for disposing of waste at drop-off points, giving one’s school the
opportunity to receive economic incentives. Families of students can use their Riciclandino Card to dispose
of waste at drop-off points, obtaining a discount on their own bill, as per municipal regulations, and
providing a matching incentive to their child’s school. The added value of the initiative is raising
environmental awareness and sharing actions that create and strengthen the civic and social sense of the
community. In 2020, the 18 municipalities of Ravenna and 26 municipalities in the Modena area joined the
project, for a total of 44 municipalities. In the 2019-2020 school year, Riciclandino involved 266 schools in
the province of Ravenna and 185 in the province of Modena, for a total of 78,700 students (about 44,100 in
the Ravenna area and about 34,600 in the Modena area). The participating schools were awarded prizes for
their work, amounting to Euro 109,129 (Euro 72,686 in the Ravenna area and Euro 36,443 in the Modena
area). As part of the project, more than 681 tonnes were delivered to drop-off points in the province of
Ravenna, and 570 tonnes in the province of Modena, for a total of 1,251 tonnes of waste brought by
children and their families.

The delivery of separated waste to the drop-off points by students and families contributes to achieving
targets 11.3, 11.6, 12.2, 12.4, 12.5, and 12.8 of the UN’s 2030 Agenda, as well as — by involving schools and
residents — contributing to achieving target 17.17.

Cibo Amico (Food Friend): 110 thousand complete meals recovered in Hera’s canteens since the beginning of
the project

Launched in 2009 with the support of Last Minute Market, a an accredited spin-off of the University of
Bologna that promotes environmental sustainability and the fight against waste, Cibo Amico is a concrete
action our company took to promote the development of the circular economy, linking different businesses
of the area for a shared social responsibility, addressing a concrete help to the neediest. Currently there are
five company canteens involved: Bologna, Granarolo dell’Emilia, Imola, Rimini and Ferrara. The recovered
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meals are donated to non-profit organisations in the area that provide hospitality and daily care for people
in need.

Despite the health emergency, which led to greater use of remote working by employees, last year,
compared to 2019, the number of meals recovered from the canteens fell only slightly, by around 16%.

In 2020 alone, in fact, more than 8,200 complete meals were recovered and given to five local non-profit
organisations that assist about 130 people daily, amounting to more than 3.6 tonnes of food worth over
Euro 35 thousand. This also avoided the production of 3.7 tonnes of waste, corresponding to the capacity
of more than 8 bins and the emission of over 15 tonnes of CO, into the environment. In addition, the waste
of water, energy and land consumption that was necessary to pack those meals was avoided.

After twelve years from the start of the project, around over 110,000 meals have been donated overall for
an overall economic value of about Euro 452 thousand. This avoided the production of about 48 tonnes of
waste (about 100 bins worth) and the emission of about 200 tonnes of CO,.

Many non-profit organisations in the area are involved to guarantee increasingly important results,
Fraternita Cristiana Opera di Padre Marella - Pronto Soccorso Sociale of Bologna, Fraternita Cristiana Opera
Padre Marella Citta Dei Ragazzi of San Lazzaro di Savena, Associazione Comunita Papa Giovanni XXIII of
Rimini, and Associazione Viale K di Ferrara and Cooperativa Sociale Mano Tesa of Imola. In addition, the
recovered meals are served at the many non-profit organisations involved in the initiative: the Pronto
Soccorso Sociale of Bologna, the “Gemma Nanni Costa” therapeutic community of San Lazzaro di Savena,
Capanna di Betlemme of Rimini, Casa della Donne, Casa Mambro and Mensa in via Gaetano Pesci of Ferrara
and the Co-Housing facility for the elderly in via del Tiglio in Sesto Imolese.

At the end of 2017, Cibo amico also went beyond company canteens to involve a city market. The initiative,
developed at the suggestion of HeraLlab Modena, is jointly supported by the Municipality of Modena and
carried out with the collaboration of the Consorzio di Mercato. While in the canteens the objective was the
recovery of unconsumed meals, Hera’s collaboration with the Albinelli traders aims to avoid the waste of
the fresh products that, at the end of the day, can be left over on the market stalls: food that is still
perfectly edible but that, for various reasons, the next day could no longer be sold. Food recoveries from
individual retailers takes place every Wednesday and Friday when the Mercato Albinelli is open, it is mainly
bread and baked goods, and fresh fruit and vegetables. There is now a virtuous alternative for these
products, which otherwise would be thrown away, thanks to the collaboration among the Municipality of
Modena, the Hera Group, and the market itself. Traders can choose to donate their unsold goods to
Fondazione CEIS, so they can be recovered and used to benefit people in distress. In 2020, more than 2,280
kg of food was collected and reused by 16 operators who collaborated in the project. The Italian Bike
Messenger association is among the partners involved in the project, the headquarters of which is within
the Mercato Albinelli. It provides support for the delivery of surpluses in case of need.

On an experimental basis during 2020, once again together with the Municipality of Modena, the recovery
of surplus food also started at two shops in Modena, Agricola Prima Natura in Via Rainusso and the
Agrodolce fruit and vegetable shop in Corso Canalchiaro. This made it possible to extend the cooperation
network to Caritas Diocesana of Modena, which carries out the recoveries at its own premises in the city
and in Caritas facilities in the parish. In 2020, taking into account that the initiative was launched in
December, more than 450 kg of products were collected. We hope to conclude the experimental phase
early in 2021, and extend the initiative to more organisations and companies in the city of Modena, also
directly involving the local trade associations.

Waste prevention initiatives, such as Cibo Amico, contribute to achieving targets 12.2, 12.4, and 12.5 of the
UN’s 2030 Agenda, as well as — thanks to the partnerships with non-profit organisations — contributing to
achieving target 17.17.

160



FarmacoAmico (“MedicineFriend”): more than 345 thousand packages of pharmaceuticals not yet expired
have been recovered since the project started

FarmacoAmico is a project promoted by Hera to collect pharmaceuticals that have not yet expired and to
create a charitable reuse network in the local area. The intact pharmaceuticals, which must still have at
least six months to go before their use-by dates and which have been properly stored, are thus reused by
non-profit organisations that operate in local or decentralised cooperation projects. The goal is to prevent
the production of waste, spreading good practices on the decrease of waste and supporting the
organisations that help the weaker sections of society.

Launched in 2013, in Bologna, FarmacoAmico is jointly organised with Last Minute Market and currently
involves 31 municipalities in Emilia-Romagna (+24% compared to 2019) where there are about 1.5 million
inhabitants (66% of the population served).

In 2020, more than 33,000 packages of pharmaceuticals with a total value of approximately Euro 459,000
were sent for reuse. Compared to 2019, there have been significant percentage decreases due to the
health emergency that slowed down work on the initiative. Despite this, the projects have never stopped
and the absolute value of the reused assets is high. A centralised management system for the collection,
selection and distribution of pharmaceuticals was set up to overcome the hurdles encountered in some of
the areas participating in the initiative. It is worth noting the new activations during 2020 (Rimini and
Unione dei Comuni dell'Appennino Bolognese, as well as the expansion to two new pharmacies in
Ravenna), which confirm the growth of the project as a whole. We plan further activations in 2021.

The project involved a total of 156 pharmacies (+10% compared to 2019) and 33 non-profit organisations,
some of which operate in Italy and others abroad, as well as several partners, institutions, trade and
business associations, for a total of 48 parties involved.

Since the beginning of the project, more than 345 thousand packages of pharmaceuticals for a total value
of almost Euro 4 million have been collected and sent for reuse, saving that amount for the Italian National
Health System. For the fourth year in a row, we cooperated with the ANT Association to promote an
initiative to raise the community’s awareness of the FarmacoAmico project in the Bologna area, an
initiative that involves students from high schools in Bologna, to support the joint school-work experiences
required by the Italian education system.

Waste prevention initiatives, such as FarmacoAmico, contribute to achieving targets 12.2, 12.4, and 12.5 of
the UN’s 2030 Agenda, as well as — thanks to the involvement of citizens and municipalities — contributing
to achieving target 17.17.

Cambia il finale (Change the Ending) is an ongoing success: 697 tonnes of bulky waste collected in 2020

The project, now at its seventh year of activity, makes it possible to intercept all objects in good condition
otherwise to be disposed of as bulky waste and allow their reuse, thanks to a network of non-profit
organisations throughout the area, giving a new life to the goods donated by citizens. The project is linked
to the specific memorandum of understanding signed by Atersir and Hera on the management of bulky
waste, developed together with Last Minute Market. The goods can be donated by residents to a circuit of
non-profit organisations in Emilia-Romagna that collect more or less bulky goods at their headquarters or
door-to-door, giving them to second-hand markets, using them in their offices or donating them to people
in need. All of Hera Group’s communication tools promote the collection of goods carried out by non-profit
organisations, in particular through call centre operators, who offer users the possibility of donating bulky
objects in good condition if they intend to dispose of them.

The initiative encourages good habits related to reuse and generates positive social effects thanks to the
activities of the non-profit organisations involved, in line with Hera Group’s social responsibility and
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environmental protection principles. It also responds to current developments in environmental
regulations, which aim to establish a management model based on the concepts of prevention and reuse.

At the end of 2020, there were 18 participating non-profit organisations throughout the Emilia-Romagna
region served by Hera, ensuring the coverage of all its main cities. In 2020, the organisations received over
8,990 phone calls from residents willing to donate bulky goods and performed over 5,100 collections, for a
total of over 192 thousand items and about 697 tonnes collected. The majority of the goods donated were
dispatched to be reused, with an average percentage close to 72%: from January to December 2020, the
project avoided the production of more than 501 tonnes of bulky waste. Although the figures are down
from last year (-18.4% tonnes collected), they remain high. In fact, in spite of the impact of the health
emergency, such as the closure of activities, the difficulty in moving and collecting goods from residents’
homes, and the decrease of volunteer work, the results have nonetheless brought great savings for the
environment, and lower charges for waste collection. More than 3.6 thousand tonnes of waste have been
avoided since the start of the project.

Moreover, as part of the “Cambia il finale” project, during 2020 a “reuse box” was set up in the municipality
of Cesena, in addition to the “reuse boxes” installed in 2018 and 2019 in the municipalities of Ferrara,
Modena and Ravenna. It is a real box inside the Hera Collection Centres, where residents can bring
furniture and small objects that are in good condition, which are collected and sent for reuse by accredited
non-profit organisations. In 2020, 144 donations were made by citizens, for a total of 596 items,
corresponding to 2,145 kg of goods.

Waste prevention initiatives, such as Cambia il finale, contribute to achieving targets 12.2, 12.4, and 12.5 of
the UN's 2030 Agenda, as well as — thanks to the partnerships with the non-profit organisations —
contributing to achieving target 17.17.

State-of-the-art meters made using recycled plastic

Aliplast will participate in a joint innovation project to improve the resource use, treatment, and processing
of plastic waste as applied to a certain product, the NexMeter v.2.

Specifically, the possibility of determining which plastic components that make up the NexMeter v.2 gas
meter can be replaced with components made of recycled plastic. This project also includes an analysis of
how meters will be packaged, as well as a study of potential end-of-life meter recovery methods.

An essential part of the project’s scope is also the definition of the full cost of the meter partially using
some components made of the new plastics, in order to assess its overall costs and benefits (in terms of
increased environmental sustainability and technological know-how), also with a view to determining
whether to modify the specifications of the NexMeter V.2 product for its future massive installation in the
field.

Aliplast will support:
e the identification of recycled plastics that provide equivalent performance to the materials
currently used as components in the traditional meters;
e the identification of recycled plastics to be able to use them for the packaging of the raw
material and the finished product.

The aim of the project is to develop an innovative product within the green transition and Circular Economy
trend for the Hera Group.

Manufacturing latest-generation meters using recycled plastic components contributes to achieving targets
12.2,12.4, and 12.5 of the UN's 2030 Agenda.
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SCART®: the beautiful and useful side of waste

SCART® is the Hera Group's art and communication project that has been developing the combination of
art and waste for over twenty years. It is a corporate waste art project created within one of
HERAmbiente's industrial waste treatment and disposal plants. Today SCART® is a trademark registered
throughout the European Community, designed to breathe new life into some of the many industrial waste
products that are disposed of daily as waste and, thanks to the creativity of the artists who collaborate in
the Scart Project, are transformed into unique, exclusive pieces of art while fully respecting circular
economy principles. Its goal is to encourage responsible behaviour towards environmental matters,
offering new stimuli to create art, design, fashion and entertainment objects using only and exclusively
waste as a raw material. Sofas, armchairs, tables, chairs, lamps, chests of drawers, games, musical
instruments, clothes, paintings, statues, as well as sets for shows and costumes have been made this way.
SCART® is an invitation to work towards new styles of smart, creative and most importantly sustainable life.

Many initiatives at Italian and international level, such as the important conventions with the Academies of
Fine Arts in Florence, Carrara, Bologna, and Ravenna, involve many students every year at the seminars and
workshops held at the SMART® located within Herambiente’s complex in Santa Croce sull'Arno and Pisa.
These art and training initiatives focus on experimenting with the artistic use of industrial waste and involve
not only enrolled students but also many artists that specialise in trash art.

Since 2012 the SCART® project has been the exclusive partner for the production of costumes and stage
components for Andrea Bocelli’s concert at the Teatro del Silenzio in Lajatico,(Pl) the small Tuscan town
where the great tenor was born. About 250 costumes are made for each edition using only industrial waste.
In 2020 SCART® also contributed to the creation of more than 100 costumes for the choir and the
participants of the event "Andrea Bocelli in concert for the Sicilian Unesco sites" held in Noto (SR).

Over the years SCART® has also participated in many Italian exhibitions — those held at Ravenna, Imola,
Modena, Pisa, Udine, Bologna, Padua, and Trieste, to name a few — and international exhibitions (Berlin
2016). In 2020, in Milan, it was the star of “RoGUILTLESSPLASTIC”, the event by design guru Rossana
Orlandi for Milano Design City, held at the “Leonardo da Vinci” Museum of Science and Technology. In
particular, SCART® was included in the "We are nature" exhibition with the "Business Wo/men" collection:
fourteen life-size statues depicting businessmen and women. Through an emotional journey, the Hera
Group's installation invites visitors to a broader reflection on the importance of pursuing economic and
industrial development that is also sustainable.

Aliplast's business contributes to achieving targets 12.2, 12.4, 12.5, and 12.8 of the UN's 2030 Agenda.

Sustainable management of water resources

Hera, Iren, Smat and A2A together to improve the integrated water service

On 8 April 2014, Hera, Iren, and Smat signed a five-year partnership agreement to carry out applied
research to develop joint research, innovation and training projects in the sectors and activities related to
the integrated water service. During 2020, work continued by Hera, Iren, Smat, and A2A on the
development of a method for controlling Legionella pneumophila in the water systems they run.

The working group coordinated by A2A has drawn up some chapters of a guideline for use by operators and
has carried out some monitoring, by checking for the possible presence of Legionella throughout the supply
chain starting from the resources up to certain points on the internal network. The results of these control
campaigns highlight the absence of Legionella in drinking water.

Particular attention was also paid to the aspect of reporting to stakeholders in cases of proven
contamination (usually concerning internal private networks of users). The work carried out significantly
contributed to a guideline document for Sll Managers developed on the subject by Utilitalia.
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During 2020, activities continued on the project coordinated by Smat on chlorites and chlorates. Among
the main topics for further study:

e criteria currently adopted for the purchase of sodium hypochlorite and sodium chlorite;

e data collection on chlorate concentration (in the supply, after storage and neoformation during the

treatment process);

e identification of the causes of degradation of the product during storage;

e definition of technical supply requirements;

e identification of innovative processes and technologies to reduce by-product formation.

The project investigated the presence of these disinfection by-products in the networks operated by our
partners and identified the main causes. Possible control and mitigation actions were identified, as a result.

Another joint project, coordinated by Iren, concerns sensors for early warning. The main topics that will be
worked on during 2020 concern:
e sharing the monitoring experience already acquired;
e examining online monitoring needs, with early warning functions;
e specifying the instruments used, the areas of use, the parameters monitored, the detection limits,
and the installation requirements.

The project is dedicated to the research and evaluation of on-line systems for monitoring the
microbiological characteristics of aqueous environmental media. The tests were carried out using parallel
surveys, using established laboratory techniques, and assessed the degree of reliability of these
instruments in relation to that required to monitor the different environmental media.

A further project to be developed during 2020 is the study to produce bioplastics by recovering
polyhydroxyalkanoate (PHA) from purification sludge, coordinated by Hera. The project includes a phase of
analysis and quantitative study of the application of full-scale technology (benchmark of the technologies
available at the most advanced stage of development) and verification of the implementation of the
process of biopolymer recovery and nutrient management (nitrogen and phosphorus) for some target
plants (technical-economic feasibility).

All the projects slowed down in 2020 due to difficulties caused by the health emergency. A number of
conclusions are therefore planned for 2021 during which the partners will define new projects to be
pursued tentatively in 2022-2023.

The partnership signed by Hera, Iren, A2A, and Smat contributes to achieving targets 6.3 and 17.17 of the
UN's 2030 Agenda.

The Rimini Seawater Protection Plan continues

The Seawater Protection Plan was created in 2013 to eliminate the bans on bathing at beaches following
intense rainfall events, by implementing structural measures on the sewage-water purification system of
the City of Rimini. Intense rainfall events, in fact, exceed the flow rate manageable by the sewage system,
causing the emergency discharge of untreated water into the environment. The gradual implementation of
the measures set out in the Plan will gradually eliminate up to 90% of the polluting impact, measured in
terms of COD not discharged into the environment, compared to the initial state of the system.

From the very beginning of the Plan, mathematical modelling of the sewage system played an essential role
in identifying possible synergies between the measures and systemically optimising works and
management criteria. The modelling activities, in fact, being able to rely on an ever-increasing amount of
data and the management feedback of the works as they were built, were able to significantly change the
system structure that had been initially planned.
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The development of the Plan, since its implementation start-up, has enabled us to pursue not only the
environmental protection of the coastline as was initially foreseen, but also to protect the areas of the
Rimini municipality that were subject to flooding. More specifically, in 2014, the following works were
included in the Plan: “Mavone spillway”, “Via Santa Chiara sewer pumping station”, “Ausa backbone
sewage collector” (the latter financed for Euro 8.5 million as part of the public funding for hydrogeological
instability under the “Italia Sicura” initiative) as well as the modification of the management of rainwater in
the plant system serving the Fossa Ausa. Subsequently, in the years 2019 and 2010, the plant systems
serving the Colonnella and Rodella Ditches were further optimised, taking advantage of synergies with the
sewerage system, which reduced the storage volumes of the tanks, accordingly reducing both the
necessary investment and the implementation time, while strengthening the hydraulic protection of the
area.

The Plan is essentially made up of the ten measures originally planned, plus additional measures due to the
optimisations added subsequently, bringing the total to 14 measures.

The ongoing optimisations of the Plan, with the improvements to its design and the required permitting,
made achievement of the environmental objectives, initially planned for 2020, slip to 2025. It should be
noted that the works required to reduce the city's hydraulic risk will also be completed within that year.
The slippage of the Plan’s implementation is closely linked to the substantial improvement of its impact on
the city which, as specified above, will benefit from a significant improvement in both hydraulic and
environmental aspects, not only with respect to the pre-operational state of the sewage system, but above
all with respect to that envisaged at the onset of the project.

The progress of the construction work does not lead us to expect any significant issues and assures the
guantity goals we have set are in sight. All the other measures are in progress and in the design phase.

The situation of the 14 measures is as follows:

Expected/actual
Measure Progress year of Motivation/benefits
at 31 December 2020 .
completion
1.D ling of th n Purification pr
. gubl g.c? t 'e Santa e 2016 u .I ication process
Giustina purification plant improvement
2. Conversion of the Rimini Purification process
Marecchiese purification plant Completed 2018 . P
. . improvement
into a collection tank
3. Construction of the Dorsale
Nord backbone, for drainage Purification process
of the Bellaria purification Completed 2016 . s
. L improvement
plant into the S. Giustina
treatment plant
i ; C i f fi
4. Completion of the Construction of second 9nv§r5|on o. |v.e SeWage
separation of sewage ortion in progress drains discharging into the sea
P . & ) P . prog 2023 into rainwater drains (of which
networks in the northern area  (first portion completed
S . three already done under the
of Rimini in 2018) ) .
first portion)
The third portion of the
pressure unit and the
. third portion of the Reduction in the number of
5. Construction of the Dorsale . . .
pumping stations are 2021 openings of the Ausa and

Sud backbone

under construction
(second portion
completed in 2018)
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Expected/actual
year of Motivation/benefits
completion

Progress

Measure at 31 December 2020

Construction in progress

6. Completion of the
at Roncasso.

Conversion of two sewage

separation in the Roncasso . . 2022 drains into the sea into
. Pradella in the planning . .
and Pradella basins rainwater drains
stage
ilﬁ::ztr:zdfn: Oi]:msust?c:?on Reduction in the number of
= e Completed 2020 openings of the Ausa drains into

for the Ausa basin and

: the sea
reservoirs

Reduction in the number of
Completed 2016 openings of the Colonnella |
drains into the sea

8. Construction of hospital
balancing reservoir

9. Construction of conduit

between Fossa Colonnella | Reduction in the number of
and Fossa Colonnella Il; Vasca D T . 2025 openings of the Colonnella |,
Colonnella Il and Vasca Colonnella Il and Rodella drains
Rodella and subsea discharge into the sea
conduit
10. Isola sewag.e network Completed 2014 Optimisation of the sewage
restoration system

Improvement of the usability of

AL Gl s e el Completed 2016 the area and of its

stretch . .
environmental conditions
12. Sewage collector of Ausa L . . .
backbone Design in progress 2024 Reduction of hydrological risks
13. Mavone spillway Completed 2018 Reduction of hydrological risks
14. Sewage pumping in via Completed 2020 Reduction of hydrological risks

Santa Chiara

The completion of nine measures has produced significant environmental benefits, reducing the quantities
of organic substances (COD/BOD) discharged into the sea during intense weather events.

The measures completed in 2020, led to a major reduction in the pollution load discharged near the shore,
improving the quality of the water on the coast. This will mean that the bathing bans that occur if
discharges are opened up along a large part of the city's coastline, including both areas where the
separation of the sewage networks has been completed and the stretch of sea bordering the Fossa Ausa,
will no longer apply. From this point of view, since 2017, 5,584 metres of beach have been “freed” from
bathing bans, which is more than 50% of the city’s coastline.

Moreover, as a further proof of the Plan’s strong link with the City of Rimini, we must point out that a
significant part of the measures planned are merging into the urban renovation project called Parco del
Mare, so as to pursue synergies that can provide an overall improvement of the urban structure of the city.

The Rimini Seawater Protection Plan was included among the best practices in the SDG Industry Matrix
report published by the Global Compact and KPMG in 2017, which reports on business opportunities linked
to the objectives of the UN's 2030 Agenda.

By applying measures to improve the water and sewage systems, reducing marine pollution, upgrading the
infrastructure, while involving municipalities and citizens in the project, the Rimini Seawater Protection
Plan contributes to achieving targets 6.2, 6.3, 6.b, 9.1, 9.4, and 14.1 of the UN's 2030 Agenda.
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A smart system to prevent pollution in sewer networks

in 2019, the Hera Group together with the Israeli startup Kando, developed a smart system made up of
control units placed at strategic points in the sewer network, capable of continuously monitoring the level
of pollution in the networks in real time. This new system of control units instantly reports polluting events,
often of industrial origin, and provides information to help identify their source. The pilot project on the
Castelnuovo Rangone network in the Modena area, which started in 2019, reduced the concentration of
significant pollutants found in wastewater by 50%, and further reduced energy consumption.

In 2020, the project was extended and is currently also being implemented in Sassuolo, where it has
already improved the quality of sewage sludge, maintaining the indirect agricultural recovery, and
improving Arera’s technical quality indicator. The aim of the project, which is included in the business plan,
is to implement and monitor “critical” urban areas in terms of the quality of treated wastewater or sewage
sludge.

This smart system to prevent pollution in sewer networks contributes to achieving targets 6.3, 9.1, 9.4, and
14.1 of the UN’s 2030 Agenda, as well as — thanks to the partnership developed — contributing to achieving
target 17.17.

Protection of air, land, and biodiversity

Herambiente: bee biomonitoring starts in Pozzilli

In 2020, Herambiente launched an innovative biomonitoring project to continue analysing the
environment around the Pozzilli waste-to-energy plant and any impacts it may have. The project aims to
use bees as bio-indicators to assess the environmental conditions. Bees are particularly sensitive to
environmental changes caused by pollutants, and are therefore able to signal at an early stage the onset of
any imbalances in biodiversity, the ecosystem, and human health in general, thus enabling corrective action
to be planned in good time.

Bees have particularly suitable characteristics for biomonitoring. First of all, they are social insects, living in
large colonies and easy to breed. In addition, their hairy bodies and regular foraging activity (the collection
of nectar and pollen) enable individual colonies to make around 10,000 daily withdrawals from the air,
water and soil with which they come into contact. A single bee normally travels over an area of 7 km>.
during its daily activity. Substances present in the environment then accumulate within the hive, on the
bees and their products (honey, propolis, wax, pollen and royal jelly), making it easy and quick to recover
highly representative samples for analysis. As bio-indicators, bees offer a lot of useful information in both
the short and long term: honey, for example, can be used to assess pollution in the short term, as it is the
first product in which contaminants can accumulate. Wax, on the other hand, can be used to assess
pollution levels in the long term, as its lipidic nature can absorb and retain non-volatile, lipophilic and
persistent contaminants.

In spring 2020, three beehives were installed within the perimeter of the plant, to monitor the eastern part
of the Venafro Plain, between the Meta and Matese mountains, where, in addition to the waste-to-energy
plant, there are chemical industries, private healthcare companies, abandoned building sites, and small
inhabited agricultural centres.

The project, called “Capiamo”, includes two annual sampling and analysis campaigns on the bee population
of the three hives and their products, as well as medical-veterinary checks to check their health and
productivity, limit swarming phenomena and position and remove the honeycombs. Samples collected
from the hives (bees, honey and wax) will be chemically analysed in accredited laboratories using certified
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methods. The information obtained will make it possible to know and quantify the possible effects of the
impact of human activities on the environment.

The first results obtained so far, which will be further investigated, show an overall good state of
environmental quality. As regards anions (chlorides, sulphates and nitrates), their presence in the
harvested honey is in line with the average values for honeys of Italian origin. There was a substantial
absence of dioxins, PCBs and pesticides, while analyses of polycyclic aromatic hydrocarbons (PAHs), whose
main source is the combustion of fossil fuels, waste incineration, energy production or the production of
asphalt and chemicals, show an environmental condition to which several emission sources contribute,
such as traffic, industry, and domestic biomass heating, which are typical of the anthropisation of the area,
without showing any significant impact from the waste-to-energy plant. The metals present can also be
attributed to the presence of abandoned building sites, industries and infrastructure.

This biomonitoring project contributes to achieving targets 11.6 and 12.4 of the UN's 2030 Agenda.

More trees in town thanks to Hera's drop-off points

In 2020, the "More trees in the city" initiative continued in collaboration with some municipal
administrations to launch an urban forestation project, promoting greater use of drop-off points by citizens,
despite the fact that the health emergency has significantly limited their mobility.

In Rimini, the initiative donated a tree to the city for every 50 new households that disposed of their waste
at the drop-off points. The target of donating 100 trees during 2020 has been met, and planting will take
place during 2021.

In the Modena area, the 50 trees donated in 2020 will be planted in Vistarino Park in the municipality of
Sassuolo: they are linden, plantains, and hornbeam trees that will be added to the 170 trees already
planted in Chinnici Park in Modena.

In Ferrara the municipal administration will identify a suitable area so that the planting of around 50 trees
can begin in 2021.

The initiative has many positive aspects: it encourages citizens to use the drop-off points and thus to
recycle, it is beneficial for the environment and cityscape since it helps to reduce the waste dumping, and it
offers an economic advantage to households since the Municipality discounts their TARI (local waste tax)
for each kilogram of waste they deposit. Moreover, thanks to this project, city parks can once again be
filled with greenery, with benefits for biodiversity and improved air quality; moreover, each tree can
capture around 100 kg of CO,e every year, helping to mitigate the negative effects of climate change and
the warming of cities.

Some details of the initiatives are available at: www.ilrifiutologo.it/alberimodena,
www.ilrifiutologo.it/alberirimini, and www.ilrifiutologo.it/alberiferrara.

The “More trees in the city” project contributes to achieving targets 11.3, 11.6, 12.2, 12.4, 12.5, and 12.8
of the UN’s 2030 Agenda, as well as — thanks to the involvement of citizens and municipalities —
contributing to achieving target 17.17.
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Local Area (and Business) — Enabling resilience and innovation

Objectives and performance

Innovation and digitalisation

e Continue to implement data
analytics and artificial intelligence
projects. Main objectives: to optimise
gas leak detection, preventive

e We continued to implement many
business intelligence/data analytics
projects. Predictive models were
applied to optimise waste water

to-gas plant to assess the impact on
permitting requests, which are
expected to be submitted in 2021
following Arera’s resolutions. (See
page 184)

maintenance of networks and plants, purification, detect gas and water 9, 17 ER
waste collection, the quality of leaks and, on an experimental basis,
separate waste collection, and the to monitor the quality of waste
management of purification plants, collection. (See page 176)
improving results.
e Prevent cyber attacks: activate new e We carried out several initiatives: a
intrusion prevention solutions, protect security framework for the centralised
vulnerable Internet business services management and monitoring of
and increase the security of devices in real time; e-learning
workstations and digital identities. training and simulated cyber attacks;
Implement new awareness and new functionalities to make digital ER
training campaigns for workers. identity management more secure;
platforms dedicated to recognising
and blocking attempts at malicious
use of websites and servers. (see page
199)
e 45% of customers using online ® 34.3% of customers chose online
billing and 34% of customers using the  billing and 28.7% of customers used
online services by 2023. Promote the online services in 2020. The fourth
customer digitalisation also through edition of “Digi e Lode”, a project that 4,12 ER
the "Digi e Lode" initiative that brings customers and the company
promotes the digitalisation of local together to digitalise schools in the
schools. area, has started. (See page 197)
e Innovate for circular economy and o We have developed the biopolymer
energy transition: continue the recovery and purification process and
experimental production of bioplastics it will be analysed in 2021 with a view
and the construction of a prototype to starting up a pilot plant; in 2020 we
"power-to-gas" plant. designed the final layout of a power- 9,12 ER
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e Promote and implement circular
smart city solutions in municipalities
and universities.

e In 2020 we developed the
architecture of the “PuntoNET board”
sustainability dashboards for the
Municipality of Cesena and the
Cesena Campus of the University of
Bologna and signed an agreement for

the provision of the dashboard to the 19é 111; ER
Metropolitan City of Bologna. Two !
PUNTOnet Bus and one PUNTOnet
Bike were installed in the municipality
of Castel Bolognese (RA). The first
prototype of PUNTOnet H20 was
built. (See page 178)
Economic development and social inclusion
e Supplier selection: continue to e Over Euro 67 million were awarded
promote the employment of to social cooperatives for waste
disadvantaged people in waste management services, amounting to 8 ER T M
management services 27% of the Group’s total awards for
these services. (See page 217)
e Spread awareness of tariff e Tariff concessions and initiatives to
concessions and other initiatives to support customers facing financial
support customers facing financial hardship were promoted through the 17 ER
hardship online SOStegno Hera guide. (See
page 216)
Job creation and development of new skills
e 2020 Learning Plan: training e Several training initiatives on new
measures to develop the new skills skills were implemented in 2020,
required in the three reference axes including: remote working and Office
(technical-professional, managerial, 365, circular economy and SDG 12,
technological), to support the data analytics and new business
development of the reference context  applications, and IT security.
and of the businesses managed. The 44% of employees were found digital
new skills included in the plan include: proficient by the new HER@futura 4,8 ER T M
water safety management, circular survey carried out in 2020. (See page
economy and decarbonisation, new 229)
certification schemes, green and ESG
finance, Office 365.
Concerning digital skills, achieve 50%
of employees with digital readiness,
by 2023.
e Continue to apply the social clause e Thirteen tenders, among the most
to protect employment in the notable, included a social clause to
contracts for emergency services on protect employment. (See page 222) 3 R T M
networks and services relating to
customer management (except for
insourcing situations).
e Continue to raise awareness on the e We held internal and external
enhancement of diversity and online meetings on the topics of
inclusion through training events and gender stereotypes, inclusion and 5 R T M

initiatives. Monitor Hera Group’s
positioning in leading diversity stock
indexes.

“respect”. (See page 225)
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Resilience and adaptation
e Continue to implement the e The implementation of the
resilience plan for the electricity grids  resilience plan for the electricity grids
in Modena: another 8 measures in in Modena continued: 7 measures O
2020, in addition to the 2 carried out were implemented in 2020, for a total
in 2019 (out of a total of 54 of 9 measures implemented out of the
measures). 54 planned. (See page 236)

* . Result achieved or in line with plans. O Result with moderate deviation from planning.
** Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

Innovation and digitalisation

e Continue to implement data analytics and artificial intelligence projects also
to support the circular economy and energy transition. Continue to develop a
system for reporting on digital transformation projects from a Corporate
Digital Responsibility perspective, to highlight the risks mitigated and benefits
achieved in the four dimensions: social, environmental, economic and
technological.

9,11, 12,17 ER T

o |T security:

- implement specific solutions in 2021 to monitor the security of IT
infrastructure of business plants ER T M

- continue vulnerability assessment in 2021, and raise awareness among the
user population through Security Awareness and Ethical Phishing campaigns.

e Innovation for the energy transition and circular economy. Main objectives:

produce bioplastics from sugars and optimise purification processes from an 6,9, 11,12 ER T M
environmental and energy point of view.

® 49% of customers will use online billing and 44% of customers will use the

online services by 2024. Promote the digitisation of the billing also through a 11, 12,17 ER T M
new reforestation campaign.

Economic development and social inclusion

e Supplier selection: continue to promote the employment of disadvantaged
people in waste management services.

e Continue to provide instalment payment for bills and other voluntary
facilities for customers struggling to pay their bills. Propose to other 17

municipalities to sign a protocol to preventing service disconnections.

Job creation and development of new skills

e 2021 Learning Plan: set up projects and training actions to strengthen the

Group’s culture oriented towards sharing and active regeneration of

knowledge and continue developing the new skills required in the three

reference axes (technical-professional, managerial, technological). New skills

include: new business and value-added services; decarbonisation, energy 4,8

transition and climate change; green and ESG finance, EU taxonomy; risk

management; resilience and stress tolerance; digital workplace tools.

Achieve digital proficiency for more than 60% of the corporate population

(meaning full “digital soft skills”) by 2024, 90% by 2030.

e Continue to apply the social clause to protect employment in the contracts

for emergency services on networks and services relating to customer 8 ER T M
management (except for insourcing situations).
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e Continue to raise awareness on the enhancement of diversity and inclusion

through events and initiatives. (Inclusive language and STEM topics). 5
Consolidate Hera Group’s ranking in leading diversity stock indexes.

Resilience and adaptation

e Electricity service resilience: carry out a further 13 measures in 2021,

bringing the compliant network to 22 km (33% of the overall Electricity 9,13 ER
Resilience Plan). Build the Modena Est primary substation in 2021.

e Resilience of the water network service:

- implement innovative water network leak detection initiatives (cosmic
rays, radar on aircraft, predictive algorithms for breakage risks) in various
areas;

- work to optimise withdrawals, interconnect the network and boost
sources in various areas including Trieste and Bologna;

- development of a system for monitoring and forecasting water availability
and emergency status to optimise source management.

* Geographic scope of improvement objectives ER: Emilia-Romagna T: Triveneto M: Marche.

6,12,13,17 ER T M
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Innovation and digitalisation

The term innovation traditionally is used to identify a process that turns an idea into a good or service that
has a value. In addition, innovation must be repeatable at an affordable cost and must meet specific needs.
Innovating does not mean inventing, nor planning, but rather seeking, perceiving, discovering, making
progress, improving and knowing how to gain value in the present and future contexts.

Progress, change and development can take place both as a development and an improvement of the
current condition, either by breaking with, or sharply diverging with respect to the present. We can
therefore identify two types of innovation:
e evolutionary innovations: those that lead to the advancement of technologies, processes, products
or services;
e revolutionary innovations: those that occur where there is discontinuity with the past, at times
even disruptive, or that completely replace the current situation.

There is always an element of risk in innovation: it may not prove to be successful or have effects and
interactions that were not initially expected. This requires us to carry out a detailed preliminary evaluation
to minimise the possible waste of resources or unexpected negative impacts.

Digitalisation is a complex phenomenon that plays a key role in the innovation process. Digitalisation means
abandoning traditional analogue tools and adopting new digital technologies to speed up work flow and
automate activities, make production processes more efficient and simplify logistics procedures, creating
new ways to participate and sharing information and data in real time. Not only that, digitalisation has now
taken on an even broader connotation, namely that of a real tool that, through the use of new IT and
technological possibilities, allows the company to grow and innovate.

Corporate Digital Responsibility

Two global trends that currently play a fundamental role in the innovation process are digitalisation and
sustainability. On the one hand, digitalisation has transformed the way we live and work at an exponential
speed; on the other hand, sustainability is an increasingly urgent and strategic element for facing the
future, capable of influencing the business choices of companies. However, so far these two elements have
travelled on parallel paths without strong elements of contact.

In this scenario, in 2020 the Group initiated an internal reflection on the concept of Corporate Digital
Responsibility, wondering what variation it may have with respect to the Group's activities and what
approach to adopt accordingly. Corporate Digital Responsibility is a unified analysis framework to address
sustainability and digitalisation in a coherent and complementary way, with the possibility to anticipate and
reduce future risks and seize the multiple synergistic opportunities of the two trends, laying the
foundations for a new integrated reporting and responsible project development system.

Corporate Digital Responsibility is defined as a set of practices and behaviours that help an organisation to
use data and digital technologies ethically and responsibly, from a social, environmental, economic and
technological point of view. The latter are defined as dimensions of Corporate Digital Responsibility,
important interpretations of the framework that find a consistent declination with the activities carried out
by the Group in detailed topics, each of which is able to identify risks to be mitigated and opportunities to
be seized.
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The four dimensions of Corporate Digital Responsibility for the Hera Group
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The social dimension concerns the company's relationship with people and society and in the Group it is
divided into four main themes: ensuring the privacy of customer and worker data; promoting digital
inclusion and overcoming the digital divide for workers; promoting digital inclusion and overcoming the
digital divide for customers and citizens, and ensuring health and safety for workers and customers thanks
to digital technologies.

The environmental dimension concerns the link between digital technologies and the physical
environment: the issues identified are the recycling and responsible management of technological products
and the development of digital innovation solutions to support carbon neutrality and regeneration of
resources.

The economic dimension encompasses the responsible management of the economic impacts of digital
technologies and in the Group it consists of the issues of managing the impacts on employment and sharing
with stakeholders the benefits deriving from efficiency solutions linked to digital innovation.

The fourth dimension, the technological one, concerns the responsible creation of technologies and finds
application in the Group with the issue of information security and the responsible use of technological
tools.

In order to ensure a greater understanding of the framework and to thoroughly evaluate the detailed issues
described above, some guiding questions were also developed to support the analysis and grasp the
different facets of the four dimensions.

The introduction of the new framework within the Group has the main objective of reporting, that is, to
analyse and describe in the sustainability report how the digital innovation projects and activities already
started and/or concluded respond to the four dimensions, and what their impacts on them are. As a result,
the new framework will also respond to strategic objectives, providing support for the definition of new
projects, initiatives and activities in the digital transformation field, finding application in the ex-ante
evaluation of projects, in order to analyse social, economic, environmental and technological risks that
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could arise from these activities if not properly managed, and transform them into opportunities and
benefits. With the new Corporate Digital Responsibility, the Group acquires a cutting-edge tool that
responds proactively and holistically to the challenges arising from digitalisation and innovation,
consciously engaging in the development of a responsible digital transformation.

Innovation for the Hera Group

Innovation is the central element in the HERA Group's strategy. The model we use is based on widespread
innovation: each department is responsible for its own individual innovation initiatives, from the review of
processes to the identification of new services, from instruments for improving efficiency to the launch of
new operating models.

However, there are guidelines, factors and tools that enable the innovation process, such as information
technology and connectivity. This is why Hera has set up a specific Central Innovation Department,
reporting to the Chief Executive Officer, with the goal of analysing the main market trends, identifying the
areas of greatest interest, evaluating and proposing projects and solutions to the individual departments,
and supporting developments with Information and Communication Technology methods and tools and
promote the development of responsible innovation in line with the Group's Corporate Digital
Responsibility.

The Central Innovation Department includes the IT systems, the connectivity and telecommunications
services (through the Acantho subsidiary), and the Development department, which identifies scenarios
and possible action areas, and proposes engineering projects, and technological and digital innovation
projects.

During 2020, in parallel with the reflections on the application of the Group's Corporate Digital
Responsibility, the Central Innovation Department developed a new variation of the concepts of innovation
and digitalisation. At Hera, innovation and digital transformation are two areas with elements that intersect
without totally overlapping:

This new conceptual interpretation leads to a renewal of the classification system of the Group's innovation
projects, surpassing the previous one with a new structure in which there are three areas of innovation
going beyond the one-to-one association between project and innovation area.

The main innovation areas within the Hera Group, also in line with its business plan and the renewed
relationship between innovation and digital transformation, can be summarised as follows:

,L—-l( energy transition aimed at shifting from the use of non-renewable energy sources of fossil origin to
the use of more efficient and renewable sources;

circular economy aimed at environmental sustainability, the optimisation of materials, and
maximising the recovery of waste and scrap;

,:1&'* digital transformation aimed at the implementation of new technologies for the digitalisation,

£1% automation, and flexibility of processes, and the enhancement and efficient use of data;

To encourage and boost innovation in its businesses, the Group has also launched social innovation
initiatives, involving both external stakeholders through HeralLAB (see the "Dialogue with our stakeholders”
paragraph) and internal players, through the Heureka initiative (see the "Case studies" section of this
chapter).
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Investments in innovation
[203-1]

In 2020, the Hera Group invested about Euro 86 million (+10% compared to 2019) in innovation and
digitalisation, a figure that is part of the total investments aimed at creating shared value (see the section
on Shared Value in the "Sustainability, Strategy and Shared Value” chapter).

The main projects and the innovation areas to which they belong are listed below. Each project can relate
to several innovation areas: the table shows the symbols of the different innovation areas in which the
project is classified. There is also an initial analysis of the initiatives with the Corporate Digital Responsibility
framework.

Dimensions
Main projects Innovation areas Corporate Digital
Responsibility

PUNTOnet Board dashboard: dashboard for the \ ol &
analysis of sustainability indicators and the provision of ’l‘l\ L‘Q‘: ;:’/ % o

o
smart services
Senseable Dep: treatment process monitoring )5 | 21 w

T
dashboard 1 I )  adl
Green Loyalty: incentives for virtuous behaviour and )<l( L‘lé—)’_. v Y“an
dissemination of sustainability objectives l Fle - =
Hera biomethane from waste (see the Case study in ,L-l’\
the section “Pursuing carbon neutrality” - page 80) _I_
Development of the hydrogen supply chain in the Hera | ) al’\
Group l
Treatment 4.0: The use of predictive logic to manage )<l( Lﬁé—)’* Y
treatment plants. 1 ST \
Consumption diary: advanced analytics to improve the \ ol
customer experience (see Case study in the section ’l‘l‘ o o “;/
"Pursuing carbon neutrality" - page 79)
S C . 1o &b

Smart multiservice islands for optimising city services t:@: “;/ T

(e o o)
Resilient Water: water distribution networks more 1:25’* s
resilient to climate change oo \ udl
HergoAmbiente: innovative IT system for the v?é;,* Y @ Y‘%x
integrated management of environmental services gl \ ad ao
The production of bioplastic from sugars deriving from
waste cellulose
Ultrasound hydrolysis system to optimise the disposal
of wastewater treatment sludge
Greenhouse for drying wastewater treatment sludge
Recovery of treatment water (see the section
“Regenerating resources and closing the loop” - page
116)
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Main projects

Innovation areas

Dimensions

Corporate Digital
Responsibility

N . . - '
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dedicated paragraph “Resilient aqueduct and water L‘glﬁ: ‘\';/ %
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PUNTOnet Board dashboard: a dashboard for the analysis of sustainability indicators and the provision of
smart services

The dashboard for municipalities is a tool to analyse and monitor sustainability KPIs. They provide
integrated views of the processing and correlation of data (Big Data) from various services and sensors
strategically placed throughout the service areas.

The objectives that are monitored are based on the SDGs of the UN 2030 Agenda, Italian and international
protocols or specific objectives of Administrations, Authorities or Companies that adopt the tool.

PUNTOnet Board allows constant and real-time monitoring of data divided into three distinct areas:
environmental, social and economic. By means of an analysis process, it will be possible to assess the
qualitative condition of the area and therefore to implement improvement and change processes to
achieve sustainability.

During 2020, the reference architecture in the cloud environment of the dashboards was primarily
developed for the Municipality of Cesena and for the Cesena Campus of the University of Bologna. The data
used for the two dashboards derive from open data, internal services of the Authorities, loT sensors and
third parties. During the year, through the company of the Acantho Group, a PUNTOnet Board supply
agreement was also signed for the Metropolitan City of Bologna (three platforms at the municipal level and
one at the central authority level), which can monitor the environmental, social and economic status of the
municipal territories. The supply includes several acoustic environmental sensors to be installed in the local
area.

PUNTOnet Board can also include the Social media sentiment analysis service, a platform that allows the
near real-time monitoring of the interactions that take place on the web (newspapers, social networks,
blogs, forums, etc.), categorised by different topics specifically chosen by the user, which activates
monitoring.

In 2021 we expect to release the PUNTOnet Board platform and related smart services (Sustainability
Passport, 10T sensors, environmental mapping, sentiment analysis, etc.) for other municipalities and public
and private organisations that aim to achieve sustainability objectives by digitalising their processes.

Corporate Digital Responsibility

Real-time monitoring of environmental indicators, definition of reference targets
and implementation of strategies to achieve them.

Identification of new strategic projects for sustainable development through the
Economic % analysis of social, environmental and economic data collected and the
assessment of the qualitative state of the territory.

Technological t%l Use of cloud-safe solutions and data analysis technologies.
©oo

Senseable Dep: treatment process monitoring dashboard

A treatment process monitoring platform has been developed for the 15 main treatment plants. It uses
simplified dashboards that show just a few indices to summarise the health of the treatment process from
the biological, hydraulic and energy points of view.

The development of Senseable Dep monitoring activities continued throughout 2020 as part of the broader
digitalisation project of the management structure called Treatment Plants 4.0.
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Starting from the month of July, and up to the end of 2020, the 15 main plants with a potential exceeding
100 thousand equivalent inhabitants measured each other through a competition called the First
Championship among treatment plants. The championship was conceived as a stimulus for the use of the
Senseable Dep and as a tool to accompany the change towards the Treatment Plant 4.0 both for plant
engineering and, above all, for the managers and operators of the plants.

In this logic, only values that came from the online probes were used as criteria for the championship to
encourage their correct maintenance, the critical analysis of data from the field and the evolution towards
a digital management model, which, integrated with the data of the laboratory computer system, outlines
the goodness of the treatment process.

The initiative has had considerable success, so much so that in 2021 the second edition is expected both
with the territorial expansion to the AcegasApsAmga plants and the use, as comparison values, of KPIs
linked to energy consumption and the consumptions of chemical products.

Corporate Digital Responsibility

Optimisation of purification processes, useful to accompany the change
towards the 4.0 purifier both for the plant engineering part and, above all, for
the managers and operators of the plants.

Green Loyalty: incentives for virtuous behaviour and dissemination of sustainability objectives

The Green Loyalty initiative aims to exploit digital technology to reconcile its diffusion with the
sustainability goals set out in the UN 2030 Agenda for Sustainable Development (SDGs). In particular, there
is a strong awareness of promoting sustainable cities suited to personal life, characterised by a healthy
production fabric, environmentally sustainable and capable of increasing collective well-being, introducing
new intermediaries that enable innovative models of interaction and cooperation.

The project intends to fit into this context, favouring the establishment of a Smart sustainable community,
to aggregate the offer of sustainable products and services in line with the SDGs, in a collaborative and
democratic approach, creating the conditions for creating an open community, disintermediated and
distributed, based on the use of blockchain and big data management. A community that makes it possible
to read and give value to ordinary individual action, understood as the set of micro-actions that multitudes
of individuals perform for the most varied reasons, to make them become a community.

The initiative makes it possible to reward the sustainable behaviour of customers, through the
disbursement of a small reward (token) on a digital wallet (wallet). The sum of the prizes received can be
used to purchase affiliated products and services, even other than the one that generated the prize. The
circuit will be built using blockchain technology in order to manage the presence of multiple partner
companies and to have an innovative tool for tracking the supply chain of sustainable behaviour.

In the future, the project envisages the construction of the infrastructure and a pilot experimentation; the
increase of companies that will use the system will allow to increase the effectiveness of the initiative.

Corporate Digital Responsibility

Guarantee of privacy requirements, digital inclusion and transparency of
processes towards customers.

Creation of a community for the aggregation of products and services in line with
the SDGs, and encouragement of sustainable behaviour.
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Economic % Creation of an economic incentive for products and services in line with the SDGs.

) & Use of innovative solutions such as blockchain for the secure tracking of the
Technological EE} supply chain of sustainable behaviour.

Development of the hydrogen supply chain in the Hera Group

The hydrogen vector represents one of the solutions to decarbonise the European economies and in
particular some of the final consumption. At present, however, there is no hydrogen supply chain, nor an
adequate legislative and regulatory framework for the large-scale development of this vector. In this sense,
the Hera Group is overseeing and supporting the work of the institutions, also through the trade
associations to which it belongs, so that a favourable framework for a progressive development of the
hydrogen supply chain is produced in the coming months.

From a technological point of view, the Hera Group is overseeing the development of the supply chain
through a strategy aimed at exploring opportunities and impacts throughout the perimeter of company
activities. Therefore, it has projects in place both on production methods and in relation to the impacts on
distribution and on end users. Initiatives to develop hydrogen as an energy vector include:

e experimental injection into the gas distribution network of a mixture of hydrogen and methane;

e identification of possible technological solutions for energy intensive industries;

e construction of a power to gas plant in Bologna, for the use of hydrogen as storage for electricity
and its injection into the gas networks after a phase of transformation to biomethane: in 2020 the
final layout of the plant was designed in order to assess the impacts at the level of authorisation
requests, which are expected to be advanced in 2021 following the Arera resolutions;

e assessment of the technological, economic and regulatory feasibility of “green” hydrogen
production in Ferrara, in partnership with Yara.

Feasibility studies and preliminary design are underway for each of these project lines.

Treatment 4.0: The use of predictive logic to optimise treatment processes

The Modena purification plant has been equipped with a leading-edge system, the only one of its kind in
Italy, which uses predictive logic to further reduce energy consumption and improve the quality of the
outgoing water. The project was supported by the company AmmaGamma, and involved developing a
control system based on MPC (Model predictive control) and artificial intelligence to optimise the oxygen
supply to the oxidation tanks. The project has the following objectives:

e toimprove the performance of total nitrogen abatement compared to the regulatory limits;
e to optimize oxygen delivery in the aerobic media;
e to minimise the energy costs of air blowers.

The line in which this control system is present, the Modena treatment plant, which has the capacity to
meet the needs of 500 thousand inhabitants, decreased the amount of energy needed for in line oxidation
process by 16%, compared to what was found in a similar situation with a traditional control system, and
decreased the presence of nitrogen in outgoing water (a parameter already below the regulatory limits) by
a further 8.1%.

In 2020, the project focused on extending the predictive system to the entire biological line 1. The
extension allowed us to consolidate the performance of the controller, confirming the positive results.
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Corporate Digital Responsibility

Use of predictive logic to track and implement actions to contain energy
consumption and improve the quality of the water leaving the treatment plant.

Economic % Greater efficiency of the treatment process (regulated service)

Smart multiservice islands for optimising city services

The aim of the project is to create a technological infrastructure that can gather the services for the city in
a single point, to optimise the use of energy, environmental, economic and IT resources.

PUNTOnet is the acronym used to describe the innovative technological infrastructures created by the
Development Department of the Group's Central Innovation Department.

Although they have different structural characteristics, the PUNTOnet technological infrastructures are
united by the same principles of design sustainability, they host the same technologies on board and are
compatible with each other. They are divided into three categories, described below.

PUNTOnet waste is an innovative container capable of automated collection of differentiated urban waste,
designed to:

e be accessible to people with disabilities;

e enable clean disposal without levers and pedals;

e recognise users, talking to them and helping them to dispose of their waste;

e reduce impact on the cityscape and improve urban décor;

e weigh the waste;

e call when it's full;

e enable gamification projects among people, communities or neighbourhoods;
e Dbe eligible for the application of quantity-based tariffs.

The first prototype was used by 50 families in the municipality of Castel Bolognese (RA) for a whole year,
until October 2019. The people involved were very satisfied by the pilot project and this showed that the
constantly monitored waste collected was of high quality. The second prototype incorporated some
aesthetic improvements to facilitate user recognition. In addition, an app was developed to open the
containers and enable users to monitor their disposals, be always up to date on the quality of the waste
collected and receive information on recovery of the material.

PUNTOnet Bus/Bike is a multifunctional urban shelter, which can be installed with a simple support on the
ground without the need for foundations, connected to the electricity and data network, with the ability to
provide the following services:

e set-up for Pack station (like Amazon Locker);

e LED night-time lighting;

e set-up for city bike-sharing;

e photovoltaic cover;

e cycle-parking slots for recharging electrically assisted bicycles (e-bikes) or areas dedicated to
micromobility (scooters, etc.);

e renewable energy production.

The first PUNTOnet bike shelter was installed in 2018 at the Unibo University Campus in Cesena, while in
2020, two PUNTOnet Bus and one PUNTOnet Bike were installed in the municipality of Castel Bolognese
(RA).
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PUNTOnet H20 is a multiservice totem that allows you to fill your bottle by means of a hygienic, intuitive
and accessible system. You can choose between room temperature and chilled water, thus discouraging
the purchase of plastic bottles. The totem is much more than just a public fountain; it combines the aspect
of sustainability with numerous smart services for the cities of tomorrow. The product's design has allowed
the simultaneous presence of the bottle dispenser and a practical dog-bowl to quench the thirst of pets,
without compromising the hygiene of the station.

There is also an information monitor, useful for suggesting healthier lifestyles and promoting sustainable
initiatives. Lastly, through the use of augmented reality it will be possible to access multimedia content
directly from your smartphone. Usability of the system for users with motor disabilities is guaranteed by
the appropriate water supply height.

The PUNTOnets can be integrated with each other and this modularity enables the integrated provision of
multiple smart services such as:

e  Wi-Fi connectivity;

e video surveillance;

e electric charging of mobile devices;

e electric charging of mobile systems for the disabled,;
e environmental sensors (air and noise);

e LED lighting.

All the infrastructures called PUNTOnet are remotely controllable and manageable through computer-
based applications that can be implemented in the dashboards for Public Administrations, Institutions and
local area Organisations.

Corporate Digital Responsibility

Inclusive digital innovation with smart solutions also accessible to people with
disabilities in the field of waste collection and mobility.

Solutions to improve separate collection, promote sustainable mobility,
discourage the consumption of bottled water and monitor environmental quality
(air and noise).

Improvement of the functionality of PUNTOnet products with integrated
Technological Y‘%l technological solutions. All the infrastructures are remotely controllable and
@®  manageable through computer-based applications.

Resilient Water: water distribution networks more resilient to climate change

The main purpose of the study developed in 2020 was to quantify the impact of potential climate change
on water distribution networks and identify solutions to improve the resilience of the network itself. To
determine the probability of occurrence of intensive or prolonged droughts in Emilia-Romagna and to
interpret their impact on Hera's supply sources, it was necessary to carry out an analysis of the statistical
characteristics of the precipitation series as well as the series of surface runoff and of groundwater levels.
The analysis was aimed at defining both the methods, in a statistical sense, with which droughts occur, and
the delay with which these affect the various sources of Hera's supply.

The results consist of design indications regarding, for example, the optimal balance between surface and
underground supplies, network connections, the need for additional reserves or alternative supply sources.

The data, the information collected and the studies carried out in 2020 are preparatory to the project
planned in 2021 for the creation of a predictive model and a digital remote control dashboard on the

182



consistency of groundwater and surface water resources, by also collecting data in real-time coming from
the environment (rivers, aquifers and climate) and their subsequent processing for better management of
the water resource in the distribution networks in the event of environmental emergencies.

Corporate Digital Responsibility

Future creation of a predictive model and a digital remote control dashboard on
the consistency of groundwater and surface water resources with the aim of
develop