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Introduction

« The new Business Plan covers a period up to 2007 and represents the first
update after the IPO presented to investors about a year ago

* 2003 Results and First Half 2004 represent the platform on which the new
Business Plan has been developed

* Business Plan strategy and objectives provide full consistency with recent
results of the company

(3 NEXT»
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Value Growth

Top Line Growth Profitability Sustainable Business Portfolio
Increase Development Strengthening

Multi-business and Large and loyal Contiguous Remarkable growth
balanced portfolio customer base territorial coverage potential

Strategic Platform

opportunities for
cost synergies

Sound and solid Credible Business
Balance Sheet Management Consolidator

]
Business Plan:

Hera strategic platform and perspective ( 4 NEXT »
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HERA GROUP NEW BUSINESS PLAN

- Achieve organic growth through cross-selling and customer
base development

Top Line Growth * Upstream integration in Waste and Energy through direct
investments
- Keep on leading sector consolidation
Profitability - Further exploit synergies potential and asset optimisation
Increase - Enhance operating model
Sustainable « Optimise environmental impact pursuing best use of
Development resources (i.e. Waste to Energy)
Business * Exploit value focusing development on District
Portfolio Heating and Public Lighting
Strengthening

Business Plan:
Strategic guidelines ( 5 NEXT »
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HERA GROUP NEW BUSINESS PLAN

Continuous and Profitable Growth P&L 2003 % E2007 %  Cagr.
Sales I Sales 1.241 100.0% 1.990 100.0% 12.5%
il Cther operating cost  (B26) (36.6%) (1.338) (B7.1%) (12.8%)

» Organic Growth and market Fersonnelcost  (173)  (138%)  (204) (10.3%)  (4.2%)
presence expansion Ebitda 242 19.5% 450 22.6% 16.8%

* M&A and plant development
Ebitda Imp ' Investment plan 284" 696
« Synergy exploitation through:

+ Cost Efficiency improvement RATIOS nis Eah iy

. DIJE[E'“I"@ rrm-r:lal enhancement D/E 0.5 ~0.5*
ROI 8.4% 16.0%

ROE 5.9% 11.6%

Pay Out 85% 85%

* Including acquisition cost for Ecologico Ravenna (49 Min €) and
capex of Agea Ferrara

** Excluding additional M&A activity

Business Plan: Key Targets ( 6 NEXT »
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» The new 2007 targets (+19% vs IPO Plan) is equally underpinned by group expansion and by
further improvements on current activities

COMPARISON ON 2007 TARGET

o5 23 (10) 450
34 T .

g g o B = £ E
g 5 £ < =5 S8 2
=3 o E o Q ol D
Qo N S =
Business Plan:
New 2007 target is +19% versus IPO ( 7 NEXT »
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EBITDA increase is achieved through balanced contribution from cost reduction, business
growth and new plants development

2003-E2004 EBITDA BUILD UP 2003-E2007 EBITDA BUILD UP

50 450

o ~300 62 -

J2 =
242

2003 Erwﬁ Org.  Chargs  E2004 2003 ) Ehanging ) Synargies lI:::Irg. GI‘D‘Wthl Plant = Mew Plan
Geowth  Parim Perim Development 2007

*Centro Ecologico of Ravenna is accounted
for one quarter in 2004 and full year in 2005

Business Plan: (

Remarkable and Balanced Profitability Growth 8  NEXT »
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Agea SpA: Local Multi-Utility Company

* Agea serves a territory nearby Hera

« Agea has a business portfolio as Hera

« The integration will be operative by year end
« Consideration paid: 5,5x EV/Ebitda 2004

(min eura) 2002 2003 E2004
Turnowes a7 .4 139.3 141 - 144
Ebitcla 8.8 23.5 24
Margints = 16.9% 16, 75%-174%
Haad Countls 623

Centro Ecologico

» Special Waste business strengthening

» Increasing capacity by 60 ktons

« Increasing market share to 6% in special
waste to energy business

(rmin auroy) 2002 2003 E2004
Tumowver 2548 234 252
Ebitda® 12.8 6.9 8.0
Marigin's 48.4% 28. 7% 35.6%
Head Counis r2

* Excluding I1AS adjusting, EBITDA 2004 after 1AS Adjustment is 10 Min &

Business Plan:
2004 acquisitions determines an EBITDA growth by 34 Min €

HERA GROUP NEW BUSINESS PLAN

Change in Group Perimeter

pAImE

10

34

Centro Change
Ecologico in Perimeter

Agea

» The Business Plan does not accounts any
further expansion through sector
consolidation and M&A activity

» Some acquisition opportunities are under
evaluation on energy customers and
electricity generation projects

(9 NEXT »




GRUPPO
==HER/

HERA GROUP NEW BUSINESS PLAN

Additional Synergies vs IPO +25 min€ Cost Reduction Targets
Additional savings by 25 MIn € vs IPO target Min €
thanks to: 03 85 —@
» Agea integration S5min €
* Matenal & services procurement cost 6 min € 48 82
» Further efficiencies on core processes 14 min € 60
E2004-E2007 Synergies 62 min€ 14
* Personnel cost reduction 20 Min € ..
Headcounts end 2003 4.428 E2004 ~ Tolal "ol 04 © 2003 © Toal - fpaPan
Change in Group perimeter 695 ; b e
Nel Head Count Reduction (341)
Target 2007 4.782 Min € 15 62
« Cost base reduction 27 Min€

7 IR
« Process efficiencies .
= Saving from IT deployment 20
* Demand management
* Material&Serv. Procurement cost 15 MIn€ .
* Materials & services Standardisation ) ) )

. Personnel I ~ Total
Sourcing practices Cost reduction—  Mat. & Serv. proc.

. r L] r r
Supplier Base Rationalisation

Business Plan: 62 Min € Synergies

(10 NEXT»
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27 89

Further growth thanks to: Min €
» Tariff review on reg. businesses 9 min € \@
= Other Business” 14 min € 43 62
(District Heating; Public Lighting, ...) 66
» Tariff increase 19
« Water (+3.5%/year)
« Waste (+2.5%/year) .. . . . - : y
E2004 Total Total 2003 Tatal Ipo Plan
05 .07 e-07 0307

*» Market Presence Expansion
» Energy Tariff income development
247

» Special Waste e
« District Heating/Public Lighting e

216

214
* Full operation of new plant Fea (2005) 104
« MNet of cost Inflation .
Vi

|
Business Plan 2005-2007:
Further Growth on all Businesses (

11  NEXT »
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Plant development Contribution -10 min€ Plant Development Targets

Gap is due to plants starl up rescheduling (-10 min €)

In 2008 additional margins will be achieved thanks to il 60 -
new plants (Ravenna & Canal Bianco WTEs and 50

Sparanise Plant)

Plant Development 50 min€
* WTE PROJECTS 27 min€

e

» Expansion WTE Canal Bianco (Ferrara)

{eurrenily urder eongtreian) T 1
* Expansion WTE Forli | E2007 Zg7  £2008
(WA suthorisation abiamsd) 2004 2005 2006 2007
« Expansion WTE Ravenna
(i progress o ehlan auinorssinon) ECGT R}mir“ .
L] Expﬂnﬁiﬂ'” Iﬂlil | E Him]”i BEGT II"I'I.'DEH .
(in progress fo cbiain authovisation)
Term. Forli &
« CCGT PROJECTS 23 min€ Term. Rimini @
« Imola (Cogen) Term. Ravenna &
(Fingl stage of authorisalion process | Term. Canal Bianco ®
=+ Rimini CCGT Sparanise &
{in progress fo ohlgn authonssiion)
« Sparanise
{fully authonzed- construction by pesr end) [ JConstructicn @ Start-up
]
Business Plan:
Enriched plant portfolio with start ups in 2006 (12 nexT»
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HERA GROUP NEW BUSINESS PLAN

AGEA Operating Capex 66 min€ 208 1,268
Financials (not included in IPQ) 115 min€ Wi E +288
New Plants (Canal Bianco, Sparanise) 66 min€
Other Operating Capex 41 min€ o B 990
2004-2007 Capex Plan 980 min€ I
Plant Development 392 min€ i
WTE PROJECTS 193 min€ v o e
CCGT PROJECTS 199 min€ W04 ey by D gy iedimes
Incl. partecipati | — T
et et
Operating Capex 559 min€

392
Financial and Disposals 29 min€ j

Plant © erating "Financial &
*Inchedes 41 minE di Fea e

Total

559 29 980
Min € —
Water, Gas and E.E. Networks 278 Min €
Waste® 102 Min €
Other business and Holding 179 Min €
Lisp

Business Plan :
Capex reflecting Group expansion ( 13 NEXT »
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* Working Capital Hera Group 2003 E2007
« Focused initiatives undertaken to enhance 2003
credit position and optimise cash management ok l"”?““_' CARRARIIEYS DS e
of which Fixed Asseffmin€) 1,697 1,957
« ROI
i i
» Expected to increase from 8,4% to 16,0% thanks 2':”[: i Thio%
to efficient Capex allocation s i N.o%
D/E 0.5 ~{).5"
« D/E Ratio Pay Out B5% 85%
« 2007 D/E ratio in line with 2003 * Do not account further M&A

+ Cashflows Cashflows E2004-E2007

* Operating Cashflow will fully fund Investment plan

and Dividend payment {confirmed 85% pay out Min€
ratio)
Financial Position allows further M&A b
activity to sustain profitable growth and (980)
business consolidation - ‘
(444) '
MFP  Operating = Cepex  Divdend  NFP
2003 Cashflow Plan EZO0T

Business Plan:
Balanced cash position with outstanding dividend policy ( 14 NEXT »
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 Waste is expected to become the main Min € 1,390

Ebitda contributor (34%) thanks to the new _— E 2:’;;
WTE plants and organic growth. % : =i
M Gas
» Water will maintain its percentage of 27% on [ Electricity
2007 Ebitda, mainly thanks to the synergies
and the organic growth achievements.
10% s

« Gas and Electricity will relatively reduce 2003 E2007

their weight moving to preserve its overall Ebitda 2003 and 2007

margins covering one third of total 2007 450
Ebitda. Min €

3%

[ Other

* Electricity is planned to increase business B Waste

contribution leveraging upon new production :‘-:::r
capacity and customer base enlargement / 3% O Electricit
dual fuel Y

2003

Business Breakdown:

Targeting balanced portfolio (15 NEXT»
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Key Strenghts Targets

« Leader in urban and in special waste management
» Unique network of waste treatment plants with sizable

development capacity Sales 285 100.0% 464 100.0% 13.0%
» Service provider to five ATOs of Emilia Romagna
21.8% 33.0%
« Opportunities in tax-to-tariff transition Ebitda o 153 25.4%
* Long term concessions 300 S
u

29%
Strategy Investment ‘04-'07:
+ Successfully complete the revamping of WTE plants 4 SAE Mok

* Exploit full benefits from incentive tariff scheme on E2004 E2005  E2008  E2007
renewables (waste and biogas) Viurs brastad
» Pursue a sustainable management of asset Z4 Minten 2,9 Min ton
(landfields and WTE)

Consolidate leadership on special waste business
and exploit marketing synergies on industrial
customer base

!ﬂ'ﬂ 0%

2003 E2007
« Focus on value added operations 2005 E2007 " ChmcaTan WWTE
o Lar i
B Hera spacial w. Il Hera urban w e .

Waste —Overview ( 16 NEXT »
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» Ebitda increase of +91 Min €:

« New WTE Plants 27 Min €
» Agea + Centro Ecologico 14 Min €
* Organic Growth and Synegies 50 Min €
« of which FEA 22 Min €
Further value potential growth:

Tariffs fully in line with Ronchi decree
(>4% vs 2,5% of 2004-2007)

« Change vs. IPO target related to Agea and
Ecologico of Ravenna

Waste — 2007 Ebitda Target

Main Growth Drivers

HERA GROUP NEW BUSINESS PLAN

Ebitda 2003-E2007

Min €

2003 E2004 E20035 E2006 E2007

!nt:rease VS Ipu Plan

Min €

2007 Ipn 2007 New Plan

( 17 NEXT »
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New Plants included in the expansion plan

WTE Treatment  Installed Elect. Prod. Elect. Prod.  Tariff Share Full
capacity(ton.) capacity(MW) Regime(GWh) 2007(GWh) scheme property  Operations

Rimini 100.000 1 59 12 Green Cert. 100% 2008
Forli 100.000 1 59 51 Green Cert. 100% 2007
Ravenna 100.000 1 62 33 Green Cert. 100% 2008
Canal Bianco 100.000 13 58 43 Green Cert. 100% 2008
TOTAL 400.000 46 238 144 - - -

Caviro 64.000 82 X 56 Green Cert. 50% 2008

Operating plants

WTE Treatment Installed Elect. Prod. Tariff Share
capacity (ton.) capacity (MW) (GWh) scheme Property
Fea" 180.000 20 150 CIP&/M1 51%
Rimini 120.000 10 49 CIPG/"06 100%
Forli 60.000 6 13 CciP&/'08 100%
Ravenna 55.000 6 26 CIP&/09 100%
C.E. 40.000 4.5 18 CIP&/"07 100%
Canal Bianco 40.000** ™ 12+ Green Cert. 100%

TOTAL 495.000 49 268 - -

*Accounted in tha organic growth because of operation in 2004 ** The existing capacity will growth after a revanpimag in 2008
L/

Waste — Major figures of WTE portfolio ( 18 NEXT »
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T oy swongns

additional 3 min summer residents.
» The only Italian company currently operating in 5 ATOs Sales(Min€) 248  100.0% 338 1o00.0%  B.0%

(including Ferrara)
« Efficient network with leakage at European standard Ebitda o, S 122 361% 16.6%

* Potential upside from new tariffs scheme (plan 25% 40, 25% 26%
assumption of +3.5% / year)
* Long-term concessions

Strategy

« Reach of full service coverage in the five ATOs

HERA GROUP NEW BUSINESS PLAN

Investment ‘04-'07:
215 Min€

E300E E20S E2008 E2007

Volume Invoiced

* Achieve operating efficiency improvement through
best practices, deployment and cost savings Min € 209
Increase
« Optimise water adduction/purchases mix 180
+ Pursue full implementation of new tariffs and
consistently deploy investment
' © E2007

2003

Water — Overview ( 19 NEXT »
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* Ebitda increase of 56 miIn€:

« Agea 7 Min €
« Organic Growth and Synegies 49 Min €
o of which lanff fncome increase 3T Min €

Further value potential growth:
Full convergence of tariffs to Galli law 2003 E2004  E2005 E2006  E2007

(>4% vs 3,5% of 2004-2007 plan) Increase vs Ipo Plan

122

« Increase E2007 Ebitda vs. IPO Plan Min €

* The main differences vs IPO are
related to:
* Integration of Agea
* New synergies and updated tariff
change (additional 0,5% year)

2007 Ipo 2007 New Plan
|

Water — 2007 Ebitda Target (20 NExT»
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HERA GROUP NEW BUSINESS PLAN

« Third largest player by gas sales (1.6 bin mc toabout g o 2003 % E2007 % Cagr.%
700,000 customers)

+ Dominant Market share in the territory Salesimin€) 514 100.0% 597 100.0%  3.8%

* Diversified procurement sources including VNG Ebitdajmin€) 100 19.5% 107 18.0% 1.8%
partnership

28% 28%

» Long-term distribution concessions (until year 2009) 21% 23%
Investment '04-"07:
56 Min€
Strategy

20 5 FiLES) Etdr

» Maintain distribution margins fully balancing operating Gas Volume Sold
cost reduction requested by regulator

* Exploit growth opportunities in the Territory and Min mc 2,140
selectively penetrate in surrounding areas

» Optimise procurement portfolio leveraging upon
partnership, market size and trading know how

* Balance liberalisation impact focusing on most
profitable customers and extending offering to
electricity and services

« Target net churn rate less than 10% in 2007

B Business
B Domestic

" E2007

Gas —Overview ( 21  NEXT »
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Main Growth Drivers Ebitda 2003-E2007

» Ebitda increase of +7 Min €: Min € 107
+ Agea +8 Min €
* Organic G. and Synergies -1 Min €

. liberalisation impact on 100

customer base =14 Min € "\\\ 18.0%
19,4% -

i

« new client development + 12 Min €
. distribution margins and 2003 E2004 E2005 E2006  E2007
synergies 1 Min € Increase vs lpo Plan
Min € 107
Further value potential growth: 100
Reduction of liberalisation impact and higher
penstration in new terrfories
« Increase E2007 Ebitda vs. lpo Plan
* The main differences vs IPO are mainly:
* Contribution of Agea
2 2007 IPO* " 2007 NewPlan

* Excluding District Heating

Gas — 2007 Ebitda Target (22 NexT»
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Key Strenghts

« Significant potential for dual fuel contracting, given
strong position in gas

« Electricity consumption in Territory is 12 Twh and 20
Twh in surrounding areas

+ Progressive availability of efficient own capacity

Strategy

= Exploit market potential of dual fuel leveraging upon
costumer base (40% of 2007 volume sold to business
gas customer base)

« Actively develop a balanced portfolio of generation
initiatives

« Leverage upon partner expertise in generation/trading

= Maintain strong position in renewables

* Gas and electricity convergent perspective in trading

Electricity — Overview

B industrial

HERA GROUP NEW BUSINESS PLAN

Targets
Electricity 2003 % E2007 %  Cagr%
Sales(Min €) 127 100.0% 460 100.0% 37.9%
Ebitdaimin €) 8 6.5% a8 B.3% 46.8%
40%,
37%
145, Investment ‘04-'07:
9% 225 Min€
| E30M  EINS @ E2006 E200T
Volume
Volume Sold Portfolio mix (Th
4.7

E2007

E2007 2003

B Domestic

2003

B Production [l LT Contracts [l] Trading

(23 NEXT»
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HERA GROUP NEW BUSINESS PLAN

Main Growth Drivers
= Ebitda increase +30 min€
* Plants 23 Min €
* Organic Growth (volume sold) 7 Min €

E2007 Ebitda vs. lpo Plan

* Plant delay and more conservative
hypothesis on electricity margins

Ebitda 2003-E2007

Min € g

g B.3%

h_-_-—-_

2003 E2004 E2006 E2006 EZ2007
New plan vs Ipo Plan

Min € 41 18

2007 New Plan

2007 IPO

Electricity — 2007 Ebitda Target

(24 NEXT»
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New Plants included in the expansion plan

CCGT Installed Elect. Prod. Share Full
capacity{MW) (TWh) property Operations
Rimini 230 1.2 100% 2008
Imola 80 0.6 100% 2007
Sparanise 140/800 0.9 15% 2008
TOTAL 450 2,7 - -

Current portfolio

CCGT Installed Elect. Prod. Share Full

capacity(MW) (TWh) property Operations
Tirreno Power ~ 180 1.1 5,5% Full operation 1Q 2005
Atel (LT contract) = 160 1,0 - Full operation during 2004
Other Own Plants  30/35 0,1 100% In operation
TOTAL ~ 340 2.3

e
Electricity — Plant portfolio (25 NEXT»
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HERA GROUP NEW BUSINESS PLAN

* Top 4 in District Heating {partial heating generation by
geothermical sources)

» Co-leader in Public Lighting

- Some local services to Municipalities (i.e. funerary
services)

+ Focus on development of core businesses (District
Heating and Public Lighting) operating with specific
business unit:

District Heating:

= + 100% Thermal energy generation by 2007
= 50 Min € investment plan

= 4 Municipals area served (Including FE)

Public Lighting:

= + 50% light towers by 2007

= 6 MiIn € investment plan on lamps renewal with
anangy saving units

« Focus on profitability of Municipal Services

Key Strenghts

Targets

OtherBusiness 2003 % E2007 % Cagr.%
Sales({Ming) 84 1000% 131 100.0% 11.6%
Ebitda(mMin€) 6 7.1% 29 225% 4B.8%

32% 35

%a
19%
14, Investment ‘04-'07:

104 Min€

EXHK  E200% EZ006 E2007

Light Towers ("000) District Heating (GWht)
622
300
202
2003 E2007 2003 E2007

Other Business — Overview

(26 NEXT»
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» Ebitda increase of +23 min€ (of which 4 due to ik T
Agea): Wb Lighting

» District Heating: +11 min€

* Volume increase estimated by 20% / year
* Ebitda margin increase to 28%

= Public Lighting: +4 min€
« Optimization of commercial activities

(sales growth by +8% cagr) :

» Investment allows to increase energy and 2003 E2004 E2005 E2006 E2007

operational eficiency Increase vs lpo Plan
» Other business: +9 min€ g

» Enhanced profitability on Municipal Services
(Ebitda margin move up to 20%)

» E2007 Ebitda vs. Ipo Plan

« Higher development of Other Business 9
portfolio trough:
« focalisation on District Heating and Public
Lighiting
« rationalisation of other business 2007 Ipo 2007 New Plan
|

Other Business — 2007 Ebitda Target ( 27 NEXT »
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« Business Plan strategic perspective is fully consistent with last two years and

focus:
« Top line growth “Extend and strengthen core business™
* Profitability increase “Exploit synergies on operating model”
« Sustainable development “Purse business development with social responsibility™

« Business portfolio strengthening “Exploit value opportunities in complementary business”

» 450 Min € Ebitda target for 2007 (+19% vs IPO) achieved through balanced
contribution from cost reduction, organic growth and new plants

« 16% ROI target thanks to efficient capital allocation and upstream
developments

» D/IE = 0,5: sound financial position allows further M&A to support profitable
growth and business consolidation

 dividend policy with confirmed 85% pay out

Be the Multiutility leader by performance

Conclusion ( 28 NEXT »
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Hera Group New Business Plan

End

(20 NEXT»






